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FOREWORD 


The Federal Power Act was originally enacted as the Federal 
Water Power Act, approved June 10, 1920 (41 Stat. 1063, 16 U.S.C. 
791-823). The Federal Power Commission was reorganized January 
1, 1931, as an independent Commission under the act approved June 
23, 1930 (46 Stat. 797). By title II of the Public Utility Act of 1935, 
approved August 26, 1935 (49 Stat. 838), the original Federal Water 
Power Act was made part I of the “Federal Power Act” and parts 
II and III were added. The Federal Power Act was amended May 28, 
1948 (62 Stat. 275), August 7, 1953 (67 Stat. 461), August 15, 1953 
(67 Stat. 587), June 4, 1956 (70 Stat. 226), and August 28, 1958 (72 
Stat. 941 at 947). The Commission also administers the Natural Gas 
Act, approved June 21, 1938 (52 Stat. 821, 15 U.S.C. 717-717w), as 
amended February 7, 1942 (56 Stat. 83, 15 U.S.C. 717f), July 25, 1947 
(61 Stat. 459, 15 U.S.C. 717f), March 27, 1954 (68 Stat. 36, 15 U.S.C. 
717(c)), and August 28, 1958 (72 Stat. 941 at 947; 15 U.S.C. 717f), 
and has certain duties under the Tennessee Valley Authority Act, 
approved May 18, 1933 (48 Stat. 1075), and amendments thereto; 
the Bonneville Act, approved August 20, 1937 (50 Stat. 731); the 
Fort Peck Act, approved May 18, 1938 (52 Stat. 403); and under 
various Flood Control and River and Harbor Acts (notably the 
Flood Control Act of 1944, approved December 22, 1944 (58 Stat. 
887)), and other statutes, as well as Executive Orders. 

This volume, the twenty-sixth of a series, contains all the formal 
opinions and accompanying orders of the Federal Power Commission 
rendered, July 1, 1961 to December 31, 1961, inclusive. In addition 
to the formal opinions, there have been included intermediate de- 
cisions which have become final and selected orders of the Commis- 
sion issued during such period. 

XXXII 


Before Commissioners : Jerome K. Kuykendall, Chairman ; Frederick Stueck 
and Joseph C. Swidler. 


CAROLINA POWER & LIGHT COMPANY, PROJECT NO. 482 
ORDER DETERMINING PROJECT DEPRECIATION RESERVE 
(Issued July 3, 1961) 


The Commission by order issued June 5, 1959 (21 FPC 821), determined 
the net decrease in project cost for Project No. 432,* Carolina Power & Light 
Company, Licensee, for the period from January 1, 1949, through December 31, 
1956, to be in the amount of $29,785.81, resulting in a reduction of the actual 
legitimate original cost of the project from the amount of $13,238,413.79 as of 
December 31, 1948, as previously determined by the Commission’s order issued 
May 2, 1950 (9 FPC 707), to the amount of $13,208,627.98, as of December 31, 
1956. By that order the Commission deferred for future consideration the 
determination of the amount of accrued depreciation applicable to inservice 
project properties as of December 31, 1956. 

Currently the staff proposes, and Licensee concurs, that the Commission deter- 
mine the reserve for accured depreciation applicable to inservice project prop- 
erties as of December 31, 1956, to be $3,487 448.12 ; all classified by functional 
groups by years for the period from July 1, 1930 through December 31, 1956. 

The staff in considering Licensee’s reported project depreciation reserve as 
of December 31, 1956, questioned the adequacy of the balance of $2,616,148.39 
in that account as of that date. Subsequently, Licensee submitted a study of 
the project reserve for depreciation, showing a total balance of $3,487,448.12 
as of December 31, 1956 ; classified by functional groups as follows: 


Hydraulic productiee ca ——< rn $3, 130, 783. 78 
Raceensinstantitth. -naskcagatpieste nba AMOOPM ORT 337, 018. 95 
lis, se ghneagheniebaloeen ramet er wy 19, 645. 39 


3, 487, 448. 12 


Following staff review of Licensee’s later study, an agreement subject to 
Commission approval was reached between the staff and representatives of the 
Licensee with respect to Licensee’s claimed and reported project depreciation 
reserve balance in the amount of $3,487,448.12 as of December 31, 1956. 

The increase of $871,299.73 over Licensee’s previously reported depreciation 
reserve balance of $2,616,148.39 reflects a reallocation by Licensee of a portion 
of its over-all depreciation reserve to its project depreciation reserve. In effect- 
ing this increase Licensee revised the average service lives and annual deprecia- 
tion rates applied to certain items of project property included in Account 332? 
and project property included in Account 336. 


— 


1 Project No. 432 is located on the Big Pigeon River in Haywood County, North Carolina, 
and is known as the Walters Project. The license (issued pursuant to Section 4(d) of 
the Federal Water Power Act) authorizing the construction, maintenance and operation 
of the project, is by its terms effective for a period of 50 years commencing November 23, 
1926. 

2 Account references are to account numbers and titles prescribed in the Commission’s 
revised Uniform System of Accounts for Public Utilities and Licensees effective January 1, 
1961. 
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Licensee submitted schedules showing the proposed revised computations of 
the project depreciation reserve for the years from July 1, 1930 through Decem- 
ber 31, 1956, utilizing the straight-line method of depreciation and the revised 
rates. 

Licensee, by letters dated August 23 and September 1, 1960, confirmed its 
agreement with respect to the depreciation reserve for Project No. 432, all as 
referred to above. 

The North Carolina Utilities Commission was advised by letter of the Com- 
mission dated January 25, 1961, of the staff’s recommendations herein, as agreed 
to by the Licensee, and the resulting project reserve for accrued depreciation. 
By letter dated March 24, 1961, that Commission indicated no objection thereto. 


The Commission finds: 


(1) Licensee, by its tentative agreement to the allocations, computations and 
the resulting reserve for accrued depreciation applicable to Project No. 432 
properties, as of December 31, 1956, and its letters dated August 23 and Sep- 
tember 1, 1960, and the North Carolina Utilities Commission by letter dated 
March 24, 1961, have obviated the necessity for notice and opportunity to protest 
as provided by Sections 4.4 and 4.5 of the Commission’s Regulations under the 
Federal Power Act, the procedural requirements of which are deemed to be 
applicable to the matter herein before the Commission. 

(2) The foregoing allocations of book depreciation reserves to project prop- 
erties, as proposed by the staff and agreed to by the Licensee, are reasonable 
and appropriate for the purposes of the Federal Power Act, and, therefore, 
should be approved and directed as hereinafter provided. 

(3) The reserve for accrued depreciation applicable to inservice project 
properties for Project No. 432 as of December 31, 1956, is $3,487,448.12, classi- 
fied by functional groups as shown above. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The foregoing allocations of book depreciation reserves to project prop- 
erties, as proposed by the staff and agreed to by the Licensee, are hereby 
approved and directed to be made by Licensee. 

(C) Licensee, to the extent it has not already done so, shall establish and 
maintain a separate reserve for accrued depreciation applicable to inservice 
project properties for Project No. 432, showing a credit balance of $3,487,448.12, 
as of December 31, 1956, classified by functional groups as shown above. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Joseph ©. Swidler. 


CALIFORNIA ELECTRIC POWER COMPANY, PROJECT NOS. 344, 1388, 
1889, 1390, AND 1394 
ORDER DETERMINING RESERVES FOR ACCRUED DEPRECIATION AND PRESCRIBING 
ACCOUNTING THEREFOR 
(Issued July 5, 1961) 
The Commission has here under consideration the matter of the determination 


of the respective reserves for accrued depreciation applicable to the project 
properties of five licensed projects of the California Electric Power Company, 
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located* within the State of California. The projects have been in operation 
for varying periods of time, and all were in operation as of December 31, 1958, 
the terminal date of the various periods of time herein considered. 

The Commission, by separate orders dated January 24, 1946 (5 FPC 342, 
5 FPC 345, 5 FPC 347, and 5 FPC 349), determined the respective actual 
legitimate original costs as of December 1, 1936, of the four constructed proj- 
ects, Nos. 1388, 1389, 1390, and 1394, to be in the amounts of $1,418,907.24, 
$1,866,138.04, $513,442.62, and $3,390,504.60. However, those orders did not 
determine the respective project accrued depreciation reserves applicable to in- 
service project properties as of that date or net investment therein. 

By separate orders issued June 29 and 30, 1960 (23 FPC 889, 23 FPC 881 
23 FPC 884, and 23 FPC 892), the Commission determined the respective actual 
legitimate original costs as of December 31, 1958, of Project Nos. 1388, 1389, 
1390, and 1394 to be in the amounts of $1,717,302.29, $2,471,255.87, $534,147.40, 
and $5,299,108.58. By order issued June 29, 1960 (23 FPC 877), the Commis- 
sion determined the actual legitimate original cost of Project No. 344 to be 
$465,928.70, as of December 31, 1958. Those orders did not determine the 
respective amounts of accrued depreciation applicable to in-service project 
properties as of that date. 

Licensee at various times filed statements showing the initial accrued deprecia- 
tion as of December 1, 1936, the effective date of the licenses for Projects Nos. 
1388, 1389, 1390, and 1394, in the amounts of $51,878.38, $96,668.02, $70,620.63, 
and $353,052.44, respectively; and as of December 31, 1958, in the amounts of 
$205,277.47, $401,432.44, $383,603.46, and $899,315.13, respectively. 

By Commission order issued December 4, 1950 (9 FPO 1287), the book depre- 
ciation reserve applicable to facilities acquired by California Dlectric Power 


2 Project No. 344 is located on the San Gorgonio River and tributaries of the Whitewater 
River in Riverside and San Bernardino Counties, California, affecting lands of the United 
States within the San Bernardino National Forest, and may be described as Licensee’s 
San Gorgonio project. Project No. 1388 is located on Leevining Creek in Mono County, 
California, mainly on lands of the United States within the Mono National Forest, and 
may be described as the Leevining Creek project. Project No. 1389 is located on Rush 
Creek in Mono County, California, mainly on lands of the United States within the 
Mono National Forest, and may be described as the Rush Creek project. Project No. 1390 
is located on Mill Creek in Mono County, California, partly on lands of the United States 
within the Mono National Forest and partly on vacant public lands, and is known as the 
Mill Creek project. Project No. 1394 is located on Bishop Creek, the North, South, and 
Middle Forks thereof, and Green, McGee, and Birch Creeks, Inyo County, California, 
affecting lands of the United States, some of which are within the Inyo National Forest, 
and may be described as the Bishop Creek project. 

The respective Commission licenses for the five projects are for the following terms 
and were issued originally to the following companies: Project No. 344 license issued 
pursuant to Section 4(d) of the Federal Water Power Act April 27, 1923, for a period 
of 50 years to the San Gorgonia Power Company (name subsequently changed to San 
Gorgonio Power Corporation) ; Project No. 1388 license issued pursuant to Section 4(e) 
of the Federal Power Act effective for a period of 50 years commencing December 1, 
1936, to The Nevada-California Electric Corporation; Project No. 1389 license issued 
pursuant to Section 4(e) of the Federal Power Act effective for a period of 50 years 
commencing December 1, 1936, to The Nevada-California Blectric Corporation; Project 
No. 1390 license issued pursuant to Section 4(e) of the Federal Power Act effective for 
a period of 50 years commencing December 1, 1936 to The Nevada-California Electric 
Corporation ; and Project No. 1391 license issued pursuant to Section 4(e) of the Federal 
Power Act effective for a period of 50 years commencing December 1, 1936 to The Nevada- 
California Electric Corporation. The name of The Nevada-California Hlectric Corporation 
was changed to California Electric Power Company effective June 30, 1941. California 
Electric Power Company became the licensee for Project No. 344 pursuant to transfer 
of license from San Gorgonio Electric Corporation (Successor to San Gorgonio Power 
Corporation) approved by Commission order issued October 26, 1949. 8 FPC 1210. 



















+ FEDERAL POWER COMMISSION 





Company from San Gorgonio Electric Corporation licensed under major Project 
No. 344 and minor part Project No. 6777 was determined to be $221,243.07, as of 
October 31, 1949. Licensee filed subsequent statements of claimed accrued depre- 
ciation for Project No. 344 resulting in a total accrued depreciation of $257,491.44 
as of December 31, 1958. 

Prior to December 31, 1950, Licensee recorded over-all depreciation reserves 
upon its books of account according to its electric utility operating divisions; 
Arizona, California and Nevada. Effective January 1, 1951, Licensee separated 
its over-all depreciation reserve into functional groups in conformity with an 
agreement relative to depreciation practices dated August 3, 1951, between 
Licensee and the California Public Utilities Commission. The memorandum of 
that agreement provided that the remaining life sinking fund method of comput- 
ing depreciation would be made effective by Licensee as of January 1, 1952; and 
that annual depreciation accruals would be determined by Licensee by the de- 
preciated book value of depreciable plant, adjusted for estimated salvage and 
removal cost, and related to the estimated remaining life thereof. 

Conversion to the remaining life method, effective as of January 1, 1952, 
required an allocation of the balance in the depreciation reserve account for 
Licensee’s California division according to the several primary plant accounts 
in that division so that depreciated book values would be available for accrual 
calculation. Thus depreciation reserves for both project and nonproject plant 
were recorded by Licensee’s primary plant accounts for the first time effective 
as of January 1, 1951. That procedure has been continued through December 
31, 1958. 

The staff of this Commission through a field study of the books and records 
of Licensee and other data examined Licensee’s claimed and recorded project 
depreciation reserves for the five projects as of December 31, 1958. Following 
that examination an agreement, subject to Commission approval, was reached 
between the staff and representatives of the Licensee with respect to certain 
proposed adjustments relative to the amounts of depreciation reserve applicable 
to the above projects. Those adjustments consist of (1) a transfer of the ac- 
crued depreciation applicable to in-service project plant in the amount of 
$14,857.07 from Project No. 344 to Project No. 677; (2) a transfer of accrued 
depreciation applicable to project plant of Project Nos. 1388, 1389, 1390, and 
1394 in the amounts of $1,126.93, $230.65, $12,686.79, and $28,016.94, respectively, 
to nonproject plant; and (3) additional depreciation accruals of $68,945.65 
applicable to the Hillside Reservoir of Licensee which was acquired by a merger 
transaction of December 1, 1936, and included as a part of Project No. 1394. 

The proposed accounting disposition of the amounts involved in the proposed 
adjustments to bring the amounts of Licensee’s claimed and recorded project 
depreciation reserves into agreement with the recommended amounts of project 
depreciation reserves tentatively agreed to between Licensee and the staff are 
shown by the following composite journal entry: 


2 The license for Project No. 677 covering certain transmission facilities affecting lands 
of the United States within the San Bernardino National Forest, Riverside County, Cali- 
fornia was issued March 16, 1926, for a period of 50 years to The Southern Sierras 
Power Company. The line under license as Project No. 677 was originally part of 
Project No. 344, issued to San Gorgonio Power Company. Effective as of October 24, 
1932, the Hcense for Project No. 677 was transferred to San Gorgonio Electric Corpo- 
ration. California Electric Power Company became the licensee for Project No. 677 pur- 
suant to transfer of license from San Gorgonio Electric Corporation (Successor to San 
Gorgonio Power Corporation) approved by Commission order issued October 26, 1949, 
8 FPC 1210; which order also approved the transfer of license for Project No. 344 as 
pointed out in fn. 1. 
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108 Accumulated provision for depreciation of electric plant in service: * 

Pedject! Ne: Ottis cs hched ek ke ed $14, 857. 07 

PRG TRG Wi niictttcittctentminmnnon 1, 126. 93 

Peseidet: ING: Rpt teens cicdsedtaienen 230. 65 

POGOe | TiGu Tilia eiiikktndesbci ces 12, 686. 79 
Peeteet Nei WOO .bii tk a anvebinemnnteeed $40, 928. 71 
06§Net OR CR sin eh ht einai 14, 857. 07 
Rm OG i 5 itis iris in cicincthinna enna manana 42, 061. 31 


216 Unaperopeiated Gnreee SGrpING....~.o8 nc ed cnndncon= 68, 945. 65 

Licensee, by letter dated November 11, 1960, confirmed its agreement with 

respect to the depreciation reserves for Project Nos. 344, 1388, 1389, 1390, and 
1394, all as referred to above and shown in the attached schedule. 

The Public Utilities Commission of California was advised by letter of this 
Commission dated June 7, 1961, of the staff’s recommendations herein, as agreed 
to by Licensee, and the resulting reserves for accrued depreciation. By letter 
dated June 14, 1961, that Commission indicated no objection thereto. 















































The Commission finds: 


(1) Licensee’s concurrence in the staff’s recommendations herein the re 
sulting reserves for accrued depreciation and the absence of any objections 
thereto by the California Public Utilities Commission have obviated the neces- 
sity for notice and opportunity to protest provided by Sections 4.4, 4.5, 4.22 
and 4.28 of the Commission’s Regulations under the Federal Power Act, the 
procedural requirements of which are deemed to be applicable to the matter 
herein before the Commission. 

(2) The foregoing adjustments, including the accounting dispositions, are 
reasonable and appropriate for the purposes of the Federal Power Act, and 
therefore, should be approved and directed as hereinafter provided. 

(3) The amounts of the initial accrued depreciation reserves applicable to 
the in-service project properties of Project Nos. 1388, 1389, 1390, and 13 as 
of December 1, 1936, the effective date of the licenses, are $52,290.09, $93,528.04, 
$83,757.34, and $384,998.68, respectively; the net increases or changes thereto 
for the period from December 1, 1936, through December 31, 1958, are in the 
credit amounts of $151,860.45, $307,673.75, $287,159.33, and $555,245.16, respec- 
tively; and the amounts of accrued depreciation as of December 31, 1958, ap- 
plicable to such project properties are $204,150.54, $401,201.79, $370,916.67, and 
$940,243.84, respectively, all classified by functional groups as shown in the 
attached schedule. 

(4) The amount of the reserve for accrued depreciation applicable to in- 
service properties of Project No. 344 as of December 31, 1958, is $242,634.37, 
all classified by functional groups as shown in the attached schedule. 

(5) The net investment of Licensee as of December 1, 1936, is $1,366,617.15 
for Project No. 1388; $1,772,610.00 for Project No. 1389; $429,685.28 for Project 
No. 1390 ; and $3,005,505.92 for Project No. 1394. 






The Commission orders: 


(A) The provisions of Sections 4.4, 4.5, 4.22 and 4.23 of the Commission’s 


Regulations under the Federal Power Act are hereby waived for the purposes 
of this order. 





8 Account references are to account numbers and titles prescribed in the Commission's 


revised Uniform System of Accounts for Public Utilities and Licensees effective January 1, 
1961. 
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(B) The adjustments and accounting dispositions, as proposed by this Com- 
mission’s staff and agreed to by Licensee, are hereby approved and directed 
to be made by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain an accrued depreciation reserve applicable to the in-service proj- 
ect properties of Project Nos. 344, 1388, 1389, 1390, and 1394, in the amounts 
of $242,634.37, $204,150.54, $401,201.79, $370,916.67, and $940,243.84, respectively, 
classified by projects and functional groups as shown in the attached schedule. 

(D) Licensee shall within 60 days from the issuance of this order file three 
copies of its adjusting journal entries showing compliance with this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Joseph C. Swidler. 


IDAHO POWER COMPANY, PROJECT NOS. 18, 503, 1975, 2055 AND 2061 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL PROJECT COST AND NET CHANGE 
THEREIN ; ACCRUED DEPRECIATION ; AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued July 5, 1961) 


The Commission has here under consideration the matters of the determi- 
nation of the actual legitimate original cost and net change therein of Project 
No. 1975 and the respective reserves for accrued depreciation applicable to 
inservice properties of that project and four other licensed projects of Idaho 
Power Company; Project Nos. 18, 503, 2055 and 20612 They have been in 
operation for varying periods of time, and all of the projects presently before 
the Commission for a determination of their respective project depreciation 
reserves were in operation as of December 31, 1957, the terminal date of the 
depreciation accrual periods here involved. 

On July 14, 1954, Licensee filed its initial statement pursuant to Section 
4.1 of the Commission’s Regulations under the Federal Power Act, claiming 
as of December 31, 1952, an actual legitimate original cost of Project No. 1975 
in the amount of $14,916,650.42, all as more specifically shown in attached 
Schedule I. 


1 Project No. 18 is located on the Snake River in the Counties of Jerome and Twin 
Falls, Idaho, and may be described as Licensee’s Twin Falls project. Project No. 503 is 
located on the Snake River near Boise, Idaho, in the Counties of Ada and Owyhee, 
Idaho, and is known as the Swan Falls project. Project No. 1975 is located on the 
Snake River and in Elmore, Gooding, Twin Falls, Ada, Jerome, Lincoln, Minidoka, Blaine 
and Power Counties, Idaho, and may be described as the Bliss development. Project No. 
2055 is located on the Snake River in Blmore, Owyhee, Ada. and Canyon Counties, Idaho, 
and is known as the C. J. Strike development. Project No. 2061 is located on the Snake 
River in Gooding and Twin Falls Counties, Idaho, and may be described as the Lower 
Salmon Falls project. 

The respective Commission licenses for the five projects were issued to Idaho Power 
Company for the following terms: Project No. 18, license issued pursuant to Section 4(d) 
of the Federal Water Power Act on June 11, 1934, for a period of 50 years; Project No. 
503, license issued pursuant to Section 4(d) of the Federal Water Power Act for a 
period commencing January 1, 1928, and terminating June 30, 1970; Project No. 1975, 
license issued pursuant to Section 4(e) of the Federal Power Act for a period of 50 
years effective as of March 1, 1948; Project No. 2055, license issued pursuant to Section 
4(e) of the Federal Power Act for a period of 50 years commencing December 1, 1950; 
and Project No. 2061, license issued pursuant to Section 4(e) of the Federal Power Act 
for a period of 50 years, effective as of December 24, 1947. 
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The Commission’s staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed cost. 

Following the examination of Licensee’s claimed original project cost, an 
agreement, subject to Commission approval, was reached between the staff and 
Licensee’s representatives with respect to certain proposed adjustments involv- 
ing (1) the reclassification of a total of $30,160.16 within the project plant 
accounts; (2) eliminations from the claimed and recorded project cost as of 
December 31, 1952; and (3) the accounting dispositions of the amounts involved 
therein. 


The proposed eliminations from the claimed project cost are comprised of the 
following items: 


Payment for material not received 
Charges in excess of cost of power used for construction purposes... 4, 972. 59 
Excess charges for interest during construction. 
Unbilled F.P.C. preoperation charges paid after filing of claimed 

cost statement (5, 935. 41) 
Miscellaneous items applicable to nonproject plant and certain 

balance sheet accounts 


102, 443. 43 


The elimination of $102,443.43 from the claimed cost as of December 31, 1952, 
is comprised of eliminations of claimed costs not recorded on licensee’s books in 
the gross amount of $110,980.74, for which no book entry is required, and the 
net addition to the recorded costs of the allowable amount of $8,537.31. The 
increase of $8,537.31 in the recorded project cost as of December 31, 1952, results 
in a total allowable project cost as of that:date of $14,814,206.99 instead of 
$14,805,669.68 as recorded on the books of account of Licensee. 

The proposed accounting dispositions of the amounts involved in the proposed 
adjustments to bring Licensee’s recorded project costs into agreement with the 
recommended project cost as of December 31, 1952, tentatively agreed to between 
Licensee and staff, are shown by the following composite journal entry: 


Debit | Credit 


Electric plant in service—nonproject ? 
Electric plant in service—project No. 1975 


2 Account references are to account numbers and titles prescribed in the Commission’s 
revised Uniform System of Accounts for Public Utilities and Licensees effective January 
1, 1961, except account references in attached Schedules I and II, which are to account 
numbers and titles prescribed in the Commission’s Uniform System of Accounts effective 
January 1, 1937. his reflects the fact that the project costs herein determined are 
recorded in Licensee’s plant accounts as of dates prior to January 1, 1961. 

On February 9, 1955, Licensee filed its revised statement of claimed project 
cost reflecting the proposed adjustments, including the accounting dispositions 
therefor, and the resulting recommended project cost as of December 31, 1952. 

By letter dated December 1, 1954, the Idaho Public Utilities Commission 
advised that it concurred in the proposed adjustments, accounting dispositions 
and resulting project cost as of December 31, 1952. 
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Licensee’s recorded changes in project plant accounts show for the period from 
January 1, 1953, through December 31, 1958, project additions, retirements and 
adjustments resulting in (1) a net increase of $686,937.71 as of December 31, 
1958, and (2) a resulting total project cost as of December 31, 1958 of 
$15,501,144.70, as more specifically shown in the attached Schedule II. 

Following a staff field examination with respect to Licensee’s proposed net 
change in project cost for the period January 1, 1953 through December 31, 1958, 
an agreement, subject to Commission approval, was reached between the staff 
and Licensee’s representatives with respect to additional proposed adjustments 
consisting of (1) the reclassification of the amount of $174.38 within project 
plant accounts; (2) the addition of the net amount of $18,541.81 to Licensee’s 
recorded net increase in project cost for the period from January 1, 1953 through 
December 31, 1958; and the accounting dispositions of the amounts involved 
therein. 

The proposed addition of $18,541.81 to Licensee’s recorded net project cost 
changes is comprised of the following items: 


Transfer to project from nonproject plant accounts_____--__-____ $20, 933. 40 
Unrecorded project plant retirements_____....---.-----________ (654. 19) 
ee RTE CR in in oe os cen dmenenweendman amend (1, 737. 40) 

NTO cased celal i i ta cage alibi aap tia 18, 541. 81 


The accounting dispositions of the amounts involved in these proposed adjust- 
ments are shown by the following composite journal entry: 








| 
Debit | Credit 
101 Electric Plant in Service-Project No. 1975.............-.-.---------.---.--.- $18, 541. 81 nie sb ceadilint 
101 Electric Plant in Service-Nonproject..............-..--.-.-..-..---..--.-.-- is etiheatlshih desea | $20, 933. 40 
108 Accumulated Provision for Depreciation of Electric Plant in Service-Project 654. 19 |----e------- 
No. 1975. 
Cae * Sas Goer Ge BRS THR, ncn cctenecquncqnienesccnntnnsenintatanqin | 1,737.40 


After giving effect to the proposed adjustments to Licensee’s recorded net 
project cost change for the period from January 1, 1953 through December 31, 
1958, the Commission’s staff recommends, and Licensee by letter dated August 
12, 1960 concurs, that the Commission determine the net increase or change in 
the actual legitimate original cost of Project No. 1975 to be $705,479.52, comprised 
of gross additions of $752,194.27 and gross retirements of $46,714.75 for the 
period January 1, 1953 through December 31, 1958; and the resulting actual 
legitimate original cost of Project No. 1975 as of December 31, 1958 to be in the 
amount of $15,519,686.51, classified by primary plant accounts of the Commission’s 
Uniform System of Accounts Prescribed for Public Utilities and Licensees as 
shown in the attached Schedule ITI. 

Licensee’s recorded depreciation reserve balances with respect to the five 
projects here before the Commission and the net changes therein are as follows: 
Project No. 18: 

From the date of commencement of commercial 


operation (12/3/35) through 12/31/57__---------------- $239, 611. 74 
sacri Binkley Sinn ican cshn ccna bide ulin etndasheeiaa dll 39, 611. 74 
Project No. 503: 
Ai OF NET oc gtticn Soo, teehee eee es 296, 778. 00 
Prom 1/1/28 throwgie 3O/G1/6T ccs inne etitnnend apes 515, 838. 55 


Total 12/31/57 


i ih lige dc ag pl pgnndten alc 812, 616. 55 
Project No. 1975: 
From the date of commencement of commercial operation 
CR) SR «TO io ha ete ncn nccmne 1, 529, 139. 68 
ORS 2a eke een ae <ul 1, 529, 139. 68 


3 Approved by Commission order dated May 9, 1932. 
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Project No. 2055: 
From the date of commencement of commercial operation 
(3/30/52) through 12/31/57 $1, 267, 726. 12 


Total 12/31/57 1, 267, 726. 12 
Project No. 2061: 

As of 7/1/49* 38, 620. 35 

From 7/1/49 through 12/31/57 1, 117, 491. 83 


Total 12/31/57 1, 156, 112. 18 

* Approved by Commission order issued June 29, 1956, 15 FPC 1617. 

The staff as a part of its afore-mentioned field studies, examined these bal- 
ances of Licensee’s project depreciation reserves. No adjustments are proposed 
therein. Staff proposes that the Commission determine the respective project 
reserves for accrued depreciation applicable to inservice project properties 
of Project Nos. 18, 503, 1975, 2055, and 2061 to be in the amounts for the periods 
as shown above and more specifically set forth by project and functional classifi- 
cation on the attached Schedule III. Licensee by letter dated February 1, 1961, 
concurs in those recommendations. 

The Idaho Public Utilities Commission on June 28, 1961, indicated its lack 
of objection to the staff adjustments including the accounting dispositions with 
respect to Licensee’s cost of Project No. 1975 as of December 31, 1952, the net 
change in project cost for that project during the period January 1, 1953 through 
December 31, 1958; as well as the staff recommendations with respect to Licen- 
see’s project reserves for accrued depreciation relative to Project Nos. 18, 503, 
1975, 2055, and 2061, all as set forth above. 

As presented the staff recommendations herein include the recommendation 
that any Commission determination of Licensee’s actual legitimate original 
costs of Project No. 1975 as set forth above be made conditionally subject to 
revision in the event that certain charges by Ebasco Services Incorporated en- 
tered in Licensee’s plant accounts for Project No. 1975 and included in Licensee’s 
claimed initial project cost as of December 31, 1952 and in Licensee’s claimed 
and recorded project additions are determined hereafter to violate the Com- 
mission’s “no profits to affiliates” rule. The staff analysis of Licensee’s books 
and records and other data did not include a complete examination of the facts 
underlying the charges by Ebasco Services Incorporated, as to whether such 
charges include as a part thereof a profit element or whether Ebasco Services 
Incorporated and Licensee are associated companies within the meaning of the 
Commission’s Uniform System of Accounts Prescribed for Public Utilities and 
Licensees. 


The Commission finds: 


(1) Licensee’s agreement to the proposed adjustments including the account- 
ing dispositions and resulting project costs and project reserves for accrued 
depreciation and the absence of objection thereto by the Idaho Public Utilities 
Commission, obviate the necessity for notice and opportunity to protest pro- 
vided by Sections 4.4 and 4.5 of the Commission’s Regulations under the Federal 
Power Act. z 

(2) The foregoing adjustments including the accounting dispositions of all 
amounts involved, are reasonable and appropriate for the purposes of the Federal 
Power Act and therefore, should be approved and directed as hereinafter 
provided. 

(3) The actual legitimate original cost of Project No. 1975 as of Decem- 
ber 31, 1952 is $14,814,206.99 ; the net increase or change in the actual legitimate 
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original cost of Project No. 1975 for the period January 1, 1953 through 
December 31, 1958 is $705,479.52 comprised of gross additions of $752,194.27 
and gross retirements of $46,714.75; and the resulting actual legitimate original 
cost of the Project as of December 31, 1958 is $15,519,686.51 classified by 
primary plant accounts as shown on the attached Schedules I and II. 

(4) The project reserves for accrued depreciation applicable to inservice 
project properties of Project Nos. 18, 1975 and 2055 as of December 31, 1957 
are $239,611.74; $1,529,139.68 and $1,267,726.12, respectively. The respective 
net increases or changes in project reserves for accrued depreciation appli- 
eable to inservice project properties of Project No. 503, for the period from 
January 1, 1928 through December 31, 1957, and of Project No. 2061, for the 
period from July 1, 1949 through December 31, 1957 are $515,838.55 and 
$1,117,491.83; and the resulting project reserves for accrued depreciation ap- 
plicable to inservice project properties of Project Nos. 503 and 2061 as of 
December 31, 1957, are $812,616.55 and $1,156,112.18, respectively; all as shown 
by project and functional classification in the attached Schedule III. 

(5) It is necessary and appropriate for the purposes of the Federal Power 
Act and the Commission license for Project No. 1975 that the Commission 
reserve for future consideration the matter of revision of Licensee’s actual 
legitimate original cost of that project, as herein determined, to reflect such 
adjustments therein as may be necessary : 

(a) If Licensee’s payments to Ebasco Services Incorporated, as described 
above, are determined to include a profit element; and (b) if Licensee and 
Ebasco Services Incorporated are determined to be associated companies within 
the meaning of the Commission’s Uniform System of Accounts Prescribed for 
Public Utilities and Licensees. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purpose of this order. 

(B) The foregoing adjustments and accounting dispositions as proposed 
by the staff and agreed to by the Licensee, are hereby approved and directed 
to be made by Licensee. 

(C) Licensee to the extent that it has not already done so shall establish 
and maintain control and detailed plant accounts for Project No. 1975 show- 
ing the debit balance of $14,814,206.99 as the actual legitimate original cost 
of the project as of December 31, 1952; the debit amount of $705,479.52 as 
the net increase or change in the project cost for the period January 1, 1953 
through December 31, 1958; and the debit balance of $15,519,686.51 as the 
actual legitimate original cost of the project as of December 31, 1958; all 
as more specifically shown on the attached Schedules I and II. 

(D) Licensee to the extent that it has not already done so shall establish and 
maintain project reserves for accrued depreciation applicable to the respective 
inservice project properties of Project Nos. 18, 503, 1975, 2055 and 2061 showing 
the following credit balances and credit amounts: Project No. 18, credit balance 
of $239,611.74 as of December 31, 1957; Project No. 1975, credit balance of 
$1,529,139.68 as of December 31, 1957; Project No. 2055, credit balance of $1,267,- 
726.12 as of December 31, 1957; Project No. 503, credit balance of $296,778.00 as 
of January 1, 1928; credit amount of $515,838.55 as the net change therein for 
the period from January 1, 1928 through December 31, 1957; credit balance of 
$812,616.55 as of December 31, 1957; and Project No. 2061, credit balance of 
$38,620.35 as of July 1, 1949; credit amount of $1,117,491.83 as the net change 
therein for the period from July 1, 1949 through December 31, 1957; credit 
balance of $1,156,112.18; all as more specifically shown in the attached Schedule 
III. 

{See p. 12 for ordering paragraphs E and F.] 
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Actual legitimate original cost 


Total claimed 
Account title cost at 12-31-52 


Il—PRODUCTION PLANT 


Land and land rights -. $57, 929. 98 
Structures and eegnore 
inti arenes a 410, 488. 92 
Reservoirs, 
waterways 6, 445, 189. 68 
Water wheels, turbines, 
and generators --- 2, 926, 739. 39 
Accessory electric ‘equip-— 
250, 043. 95 
Miscellaneous pow er plant 
equipment 186, 991.17 
Roads, railroads, and 
brid 26, 769. 76 


Total production plant-| 10, 304, 152. 85 


IlNI—TRANSMISSION PLANT 


Land and land rights- 71, 681. 03 
Clearing land and rights-of- 

way 4,116. 91 
eurmetanas and improve- 


Station equipment 
Poles and fixtures L 183, 105. 63 
a conductors and 

1, 153, 629. 48 


2, 589. 01 


2, 899, 868. 91 


V—GENERAL PLANT 
Communicationequipment- 8, 152.79 


VI—INDIRECT CONSTRUCTION 
costs 


Temporary construction 
cckaehiccnedneks and 82, 004. 39 
Construction equipment-- 104, 275. 42 
Camp and commissary-.... 21, 150.15 
Labor expense -.--- 
Superintendence, time 
keepers, etc---- 
Insurance, injuries, “and 
damages ---.- 
Power used in aid of con- 
struction... -.--- d 
Contractor’s fee 


Total indirect con- 
struction costs 


VII—O VERHEAD CONSTRUC- 
TION COSTS 


Engineering 
Law expenditures. ._.---_- 
IS icons 
Administrative “and general 
expenses... _- , 231. 
Interest during construction 585, 200.13 


Earnings and expenses 4 (4, 844. 45 


Total overhead con- 


struction costs-....... 1, 457, 207. 94 


Staff reclassi- 
fications and 
adjustments 


(91, 379. 93) 

(1, 622, 319. 37) 
(103, 011. 62) 
(15, 283. 21) 
(9, 463. 86) 

(7, 838. 78) 


(1, 849, 332. 79) 


(33, 090. 31) 


(45, 101. 27) 


(79. 02) 


(4, 972. 59) 
379, 360. 77 


1, 652, 893. 46 


Distribution 
of indirect and 
overhead costs 


142, 107.17 

2, 346, 165. 73 
426, 730. 29 

38, 430. 76 

30, 464. 46 

10, 845. 23 

2, 996, 631.93. 


1, 469. 82 
757.17 


218, 523. 51 


212, 171. 37 
476.16 


496, 918. 94 


994. 65 


(628, 345. 95) 
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ScHEDULE I 


Total allowed 
cost at 
12-31-52 


$59, 782. 25 
461, 216.16 

7, 169, 036. 04 
3, 250, 458. 06 
273, 191. 50 
207, 991. 77 
29, 776. 21 


11, 451, 451. 99 


40, 060. 54 

4, 874. 08 

33, 640. 14 
505, 547. 66 
1, 400, 698. 14 


1, 365, 800. 85 
3, 065. 17 


3, 353, 686. 58 


(429, 340. 23) | - 


(114, 440. 24) 
(28, 778. 09) 


(292, 125. 30) 
(2, 766. 77) 
(25, 004. 04) 
(379, 360. 77) 


(1, 900, 161. 39) 





28, 286. 44 
4, 553, 87 
5, 345. 31 


199, 058. 60 
(98, 137. 88) 
69. 85 


139, 176.19 


(699, 907. 11) 
(4, 553. 87) 
(5, 345. 31) 


(404, 290. 19) 


(487, 062. 25) 
4, 774. 60 


(1, 596, 384. 13) 





Total indirect and 
overhead construc- 


tion costs 1, 704, 475. 87 
Total project cost......| 14, 916, 650. 42 


1, 792, 069. 65 


(102, 443. 43) 





| 
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(BE) Within 60 days from the issuance of this order, Licensee shall file with 
the Commission FPC Form No. 7 with respect to the cost of Project No. 1975 as 
of December 31, 1952; and three certified copies of its adjusting journal entries 
showing compliance with the requirements of this order relative to net change 


in the cost of Project No. 1975 and the project depreciation reserves for Project 
Nos. 18, 508, 1975, 2055 and 2061. 


(F) The actual legitimate original cost of Project No. 1975 as determined 
herein is expressly subject to revision as set forth in finding (5) above. 


ScHEDULE II 
Actual legitimate original cost 





a 





giehlng 


amen: from Jan. 1, 1953, to 
Dec. 31, 1958 
Allowed cost 


Staff 
As recorded| proposed |As adjusted 
adjust- 










Account number and title Allowed cost 

















as of as of 
Dec. 31, 1952 Dec. 31, 1958 


HYDRAULIC PRODUCTION PLANT 






Land and land SRE once 2 $59, 782. 25 2, 753. 70 
321 Structures and improvements-- 461,216.16 | 28,253.81 
322 — — dams, and water- 


Sessa $32, 753, 70 $92, 535. 05 
Stsnaseceose 28, 253, 81 489, 469. 97 













i Ele eek LO bil 7,169, 036. 04 906: 30 Fc cleethad 244.19 | 7,169, 280, 23 
323 W: ‘ater. wheels, turbines, and 

SI oh Sct aetecoatetennestecasioe 3, 250, 458. 06 == 1,311. 47 3, 251, 769. 53 
324 Accessory electric equipment __- 273,191. 50 280, 45 ($699. 15) (418. 70) 272, 772. 80 
325 Miscellaneous power plant 

MIN ec cicct cn eens 207, 991. 77 5406. 0 bocce scncae 1, 494. 90 209, 486. 67 
326 Roads, railroads, and bridges. --. DG FO as Sse Bink h esse eeeeees 29, 776. 21 













Total hydraulic production 
ROS... Beetiancdtanncacanae 11, 451,451.99 | 64,338. 52 (699.15)| 63,639.37 | 11, 515,091. 36 


TRANSMISSION PLANT 









































Land and land rights. _..._...-.. 40, 060. 54 4, 326. 37 (24.37)| 4,302.00 44, 362. 54 

Clearing land and rights-of-way. 4, 874. 08 21,8! 21. 89 4, 895. 97 

342 Structures and improvements.... 33, 640. 14 nlieaiesncuses 33, 640.14 

343 Station equipment 505, 547. 66 203. 69 505, 751. 35 

345 Poles and fixtures__........--_--- 1, 400, 698.14 | 177, 903. 36 | 12,722.63 | 190,625.99 | 1, 591,324.13 
346 Overhead conductors and de- 

cea ath aa 1, 365, 800. 85 | 439, 968, 31 6, 718.27 | 446,686.58 | 1,812,487. 43 

349 Roads and trails_.........-._---- 3,065.17 175. 57 CRU BE iskecsecacce 3, 665.17 











reegreenanincie ; 622, 599.19 641, 840.15 





3, 995, 526. 73 





GENERAI PLANT 





378 Communication equipment...--.. OE bina ace abin ce cess 9, 068. 42 


100.1 Total electric plant in service...|14, 814, 206. 99 | 686,937.71 | 18,541.81 | 705,479.52 | 15, 519, 686. 51 















( 


Reconciliation of the net changes per books to the total of column No. 2, above: 
Recorded net changes: 

For the period January 1, 1953, to December 31, 1958_ 
For the years 1950, 1951, and 1952 


) Denotes credit. 


Sococeconecccsscosseceuscece -- $657, 223. 74 
Lis KUSERRKUSENSA ERR SEES RENEESeOncnnepaRSneteoase --- 7,406.44 








Total Recorded Net Changes 












Reverse adjustments recorded in the 1953-1958 period that relate to'the initial cost of the orc 
ect as of December 31, 1952: 
Credits included in the claimed initial cost of the project that were not recorded until the 
I aciechntiketictidion an cies ielinindaa hin indiana hintaan iin edinitbiiimnanntinuimmniniin 30, 755. 84 
Debits adjusting the books to the recommended initial cost of the project, recorded in the 
year 1954 in advance of the Commission’s cost determination order__..-.-..-.---.-..-- (8, 537. 31) 








etl Pile CORE Da SS UE, . 6. ceikincctiincdandtenticnnanisaddsbannbwsEiniediaties 686, 937 71 
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ScHEDULE III 


Depreciation reserves for licensed projects as of December 31, 1957 


Initial accrued depreciation on 
constructed project No. 503 as 
of January 1, 1928, the effective 
date of the license, as deter- 
mined by Commission order 
dated May 9, 1932. 

Initial accrued depreciation on 
those parts of former project 
No. 457 (Lower Salmon) that 
were retained in new project 
No. 2061 (Lower Salmon)as of 
July 1, 1949, the inservice date 
of the new plant, as deter- 


mined by Commission order 


issued June 29, 1956: 
Hydraulic production - 
General 


Total 


Changes in accrued depreciation 
for project No. 503, from the 
effective date of license, and 
from the date of commercial 


operation for the projects con- | 


structed under license: 
Hydraulic production - 
Transmission 
General 


Depreciation reserve balances as 
of December 31, 1957: 
Hydraulic production --_. 
Transmission 
General 


| No. 18 
(Twin Falls) 


12-3-35 to 


$216, 168. 74 
22, 351. 00 
1, 092. 00 


12-31-57 | 


No. 503 
(Swan Falls) 


$296, 778. 00 








$468, 898. 60 
46, 460. 87 
479. 08 


No. 1975 
(Bliss) 


12-31-57 


240. 
293. 


$1, 098, 84 
423, 84 
7, 605. 00 


| 
No. 2055 | No. 2061 
(C. J. Strike)|(Lower Salm- 


‘12-31-87 


$1, 042, 022. 24 
75, 342. 00 
127. 59 





239, 611. 74 


216, 168. 74 
22, 351. 00 
1, 092. 00 


= | 
515, 838. 55 


744, 655. 28 
67, 099. 16 
862. 11 


1, 529, 139. 68 | 


1, 098, 240. 84 
423, 293. 84 | 
7, 605. 00 


1, 117, 491. 83 


1, 080, 365. 72 
75, 342. 00 
404. 46 





239, 611. 74 





812, 616. 55 








1, 529, 139. 68 





1, 267,726.12 | 1,156, 112.18 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 


and Joseph C. Swidler. 


NEW ENGLAND POWER COMPANY, PROJECT NO. 1892 


ORDER DETERMINING NET CHANGE IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST, 


ACCRUED DEPRECIATION 


AND PRESCRIBING ACCOUNTING 


(Issued July 5, 1961) 


THEREFOR 


New England Power Company, Licensee for Project No. 1892,* from time to 


time filed statements, pursuant to Section 4.1 of the Commission’s Regulations 
under the Federal Power Act, claiming for the period from October 1, 1951, 
through December 31, 1958, project additions and retirements resulting in (1) 
a $370,743.60 net increase in project cost over the previously determined amount 


1The project is loctaed on the Connecticut River in Orange and Windsor 
Vermont, and Cheshire, Grafton and Sullivan Counties, New Hampshire. 
developed project, the original project having been constructed about 1882. 
described generally as the Wilder Project. The license, issued pursuant to Section 4(e) 
of the Federal Power Act, by its terms, effective for the period January 1, 1938, 
through June 30, 1970. Commercial operation of the redeveloped hydroelectric plant 
commenced on December 1, 1950. 


Counties, 
It is a re- 
It may be 


is, 











14 FEDERAL POWER COMMISSION 


of actual legitimate original cost of the project, $14,246,626.05 as of September 30, 
1951,7 and (2) a resulting total claimed actual legitimate original cost of the 
project, as of December 31, 1958, of $14,617,369.65. The claimed net increase 
of $370,743.60 results from claimed and recorded project gross additions and gross 
retirements totalling $406,804.79 and $7,655.59, respectively, and a credit 
adjustment of $28,405.60, and is more specifically shown in the attached Table I. 

Licensee also recorded upon its books of account as accrued project deprecia- 
tion reserve, for Project No. 1892 the net credit amount of $1,152,305.10 as of 
December 31, 1958.* 

The Commission’s staff made a field examination of the books and records 
of Licensee and other data for the purpose of ascertaining the correctness of the 
claimed and recorded project cost changes and resulting project cost as of 
December 31, 1958, and of the recorded amounts of the accrued reserve for 
depreciation applicable to in-service project properties as of that date. 

Following that examination, an agreement, subject to Commission approval, 
was reached between the staff and Licensee’s representatives with respect to 
certain proposed adjustments involving (1) the reclassification of riprap costs 
within the project plant accounts in the total amount of $34,389.81; (2) the 
elimination of the net amout of $4,207.39 from claimed and recorded project 
costs for the period from October 1, 1951, through December 31, 1958; (3) the 
reduction of recorded project accrued reserve for depreciation in the net debit 
amount of $641.50 as of December 31, 1958; and (4) the accounting disposition 
of the foregoing amounts. 

Based upon the proposed adjustments, the resulting revised total net increase 
in project cost would be $366,536.21, consisting of gross additions of $368,603.06, 
gross retirements of $7,655.59, and a net recorded adjustment of $5,588.74; and 
the resulting revised actual legitimate original cost of the project as of Decem- 
ber 31, 1958, would be $14,613,162.26. The accrued reserve for depreciation 
applicable to in-service project properties as of December 31, 1958, would be 
$1,151,663.60, based upon such adjustments. 

The proposed reclassification of riprap costs within project plant accounts 
does not affect total claimed project costs and would be accounted for by the 
following composite journal entry: 


Account Debit Credit 


ee TG WE Eon kcicstsittrennccnisnssiecescisimaniiine 8 eee 
330 Land and jand rights 


1 Account references are to account numbers and titles prescribed in the Commission’s revised Uniform 
System of Accounts for Public Utilities and Licensees effective January 1, 1961, except Table I which em- 
ploys the account numbers and titles effective prior to January 1, 1961. This reflects the fact that the 
project costs herein determined are recorded in Licensee’s plant accounts as of dates prior to January 1, 
1961. Prior to January 1, 1961, Account 330 Land and Land Rights was numbered Account 320; Account 
332 Reservoirs, Dams and Waterways was numbered Account 322. 


2See Commission order issued January 31, 1957 (17 FPC 103). 

* Article 17 of the license provides for the Commission’s determination of the actual 
legitimate original cost of the redeveloped project. That article also provides for the 
Commission’s determination, as of the effective date of the license (January 1, 1938), 
of the actual legitimate original cost of the original project and the applicable reserve 
for accrued depreciation; the difference being the net investment of the Licensee in the 
project as of that date. However, as indicated by Paragraph (D) of this order, neither 
the determination of cost nor the determination of applicable accrued depreciation of the 
original project as of January 1, 1938, are the subjects of this order; except the cost of 


certain lands comprising a part of the original and redeveloped projects which are reflected 
in the determination herein made. 
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The proposed elimination of the net amount of $4,207.39 from project plant 
accounts consists of two items involving an improper capitalization of main- 
tenance costs in the amount of $5,241.39 and a third item involving an erroneous 
classification of project costs in nonproject accounts in the amount of $1,034.00. 

The net debit adjustment of $641.50 to the recorded accrued reserve for depre- 
ciation for in-service project properties is to correct an erroneous net debit 
to nonproject accrued reserve for depreciation for the retirement of project 
property. 

The proposed accounting disposition of the amounts involved in the proposed 
adjustments to bring Licensee’s recorded project costs and recorded accrued 
reserve for depreciation into agreement with the project cost and the accrued 
reserve for depreciation applicable to project properties, as tentatively agreed 
to by the staff and Licensee’s representatives, is shown by the following compos- 
ite journal entry: 


Accumulated provision for depreciation of electric plant in service—Project 
No. 1892. 

Unappropriated earned surplus 

Electric plant in service—nonproject 

Electric plant in service—Project No. 1892 

Accumulated provision for depreciation of electric plant in service—nonproj- 
ect. 


After giving effect to the above adjustments, the staff recommends and 
Licensee, by letter dated October 7, 1960, confirming its agreement to the pro- 
posed adjustments, accounting disposition and resulting project cost and de- 
preciation reserve for Project No. 1892 (Wilder), concurs that the Commission 
determine: 

(1) The net increase or change in the actual legitimate original cost of 
Project No. 1892 during the period from October 1, 1951 through December 31, 
1958, to be $366,536.21, consisting of gross additions of $368,603.06, gross retire- 
ments of $7,655.59, and a net debit adjustment of $5,588.74. 

(2) The resulting actual legitimate original cost of Project No. 1892 as of 
December 31, 1958, to be $14,613,162.26, classified by primary plant accounts of 
the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees as shown in the attached Table I. 

(3) The accrued reserve for depreciation applicable to in-service project 
properties of Project No. 1892, as of December 31, 1958, to be $1,151,663.60, 
classified by functional groups as shown in the attached Table II. 

The Massachusetts Department of Public Utilities, the Vermont Public Service 
Commission, and the New Hampshire Public Utilities Commission were sépa- 
rately advised by letters of this Commission dated December 2, 1960, of the 
proposed adjustments, accounting dispositions and resulting project costs, and 
depreciation reserve, all as described above. By letters dated May 31, 1961, 
December 12, 1960,,and December 13, 1960, the foregoing respective Commis- 
sions indicated no objection to the staff recommendations. 


The Commission finds: 


(1) Licensee, by its agreement to the proposed adjustments, accounting 
dispositions and the resulting project costs and depreciation reserve as stated 
in its letter dated October 7, 1960, and the Vermont Public Service Commission, 
the New Hampshire Public Utilities Commission and the Massachusetts Depart- 
ment of Public Utilities by their respective letters dated December 12, 1960, 

[Finding 1 continued on p. 17.] 
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December 13, 1960 and May 31, 1961, have obviated the necessity for notice and 
opportunity to protest provided by Sections 4.4 and 4.5 of the Commission’s 
Regulations under the Federal Power Act. 

(2) The foregoing adjustments, including the accounting dispositions, are 
reasonable and appropriate for the purposes of the Federal Power Act, and, 
therefore, should be approved and directed as hereinafter provided. 

(3) The net increase or change in the actual legitimate original cost of 
Project No. 1892 during the period from October 1, 1951 through December 31, 
1958, is $366,536.21, consisting of gross additions of $368,603.06, gross retirements 
of $7,655.59, and a net debit adjustment of $5,588.74; and the resulting actual 
legitimate original cost of Project No. 1892, as of December 31, 1958, is 
$14,613,162.26, classified by primary plant accounts as shown in the attached 
Table I. 

(4) The accrued reserve for depreciation applicable to in-service project 
properties of Project No. 1892, as of December 31, 1958, is $1,151,663.60, classi- 
fied by functional groups as shown in the attached Table II. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The foregoing adjustments, including the accounting dispositions, as 
proposed by the staff and agreed to by the Licensee, are hereby approved and 
directed to be made by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall (a) establish 
and maintain control and detailed plant accounts for Project No. 1892, showing 
the debit amount of $366,536.21 as the net increase or change in the project cost 
for the period from October 1, 1951 through December 31, 1958; and the total 
debit balance of $14,613,162.26 as of December 31, 1958; all as more specifically 
shown by primary plant accounts as set forth in the attached Table I; and (b) 
establish and maintain an accrued reserve for depreciation applicable to in- 
service project properties of Project No. 1892 showing the credit balance of 
$1,151,663.60, as of December 31, 1958, classified by functional groups as shown 
in the attached Table II. 

(D) The determination of the original cost, accrued depreciation, and result- 
ing net investment in the original project as of January 1, 1938, as provided in 
Article 17 of the license (except the cost of certain lands comprising a part of 
the original and redeveloped projects which are reflected in the determination 
herein made), is reserved for future Commission consideration, if and when 
such determination is necessary and appropriate for the purposes of the Federal 
Power Act. 

(E) Licensee shall within 60 days from the issuance of this order file three 
certified copies of its journal entries showing compliance with this order. 


TaBLe II.—Summary by functional groups of accrued reserve or accumulated 
provision for depreciation of electric plant as of December 31, 1958 


| 
1 2 | 3 


Allowed 
Adjust ment 


| 

| 
Recorded Staff 

| 


$923, 496. 84 
213, 631. 90 
14, 976. 36 | ($641. 50) | 14, 334. 86 


1, 152, 305. 10 | (641. 50)| 1, 151, 663. 60 


| 


Ti ydraulie production ---___- ited $923, 696. 84 |_. a 
Transmission - » 213, 631. 90 


General ......-- 





Oia - ttdtiewkttlnntiibsa dieses 


( ) Denotes contra. 
693-488 _64—— 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Joseph C. Swidler. 


NEW ENGLAND POWER COMPANY, PROJECT NO. 1904 


ORDER DETERMINING NET CHANGE IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST; 
ACCRUED DEPRECIATION ; AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued July 5, 1961) 


New England Power Company, Licensee for Project No. 1904* on March 30, 
1959, filed a statement, pursuant to Section 4.1 of the Commission’s Regulations 
under the Federal Power Act, claiming for the period from January 1, 1938 
through December 31, 1958, project additions and retirements resulting in (1) 
a $261,654.84 net increase in project cost over the previously determined amount 
of actual legitimate original cost of the project, $4,463,391.86 as of January 1, 
1938,? and (2) a resulting total claimed actual legitimate original cost of the 
project, as of December 31, 1958, of $4,725,046.70. The claimed net increase of 
$261,654.84 results from claimed and recorded project gross additions and gross 
retirements totaling $376,766.98 and $100,958.99, respectively, and a credit adjust- 
ment of $14,153.15, and is more specifically shown in the attached Table I. 

Licensee previously on October 30, 1958, filed its statement of accrued depre- 
ciation applicable to in-service project properties as of January 1, 1938, the 
effective date of the license for Project No. 1904, in the amount of $1,013,296.24 
pursuant to Paragraph (E) of the afore-mentioned Commission order issued 
May 8, 1958, and Section 4.20 of the Commission’s Regulations under the Federal 
Power Act.* Licensee from time to time recorded upon its books of account addi- 
tional provision for accrued depreciation applicable to project properties for the 
period from January 1, 1938 through December 31, 1958, resulting in a net increase 
in claimed project depreciation reserves of $1,081,111.90 and a claimed project 
depreciation reserve in the amount of $2,094,408.14 as of December 31, 1958. 

The Commission’s staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
above claimed and recorded project costs and reserves for depreciation. 

Following that examination an agreement, subject to Commission approval 
was reached between the staff and representatives of the Licensee with respect 
to certain proposed adjustments involving: (1) reclassifications of project costs 
in the amount of $60,610.63 within the project plant accounts; (2) additions to 
claimed and recorded changes in project plant accounts of the net amount of 
$16,632.67 for the period from January 1, 1988 through December 31, 1958; 


1The project is located on the Connecticut River in Franklin and Worcester Counties, 
Massachusetts, Cheshire County, New Hampshire, and Windham County, Vermont, and 
may be described as the Vernon Project. The license authorizing the operation and 
maintenance of the project was issued pursuant to Section 4(e) of the Federal Power Act 
to New England Power Company and Connecticut River Power Company, as joint 
licensees, on March 26, 1945, effective for a period beginning January 1, 1938 and termi- 
nating June 30, 1970. Effective January 26, 1955, New England Power Company ac- 
quired Connecticut River Power Company’s interest in the project properties and became 
the sole licensee in accordance with Commission orders issued January 4, 1955 (14 FPC 
501, 504). 

2 See Commission order issued May 8, 1958 (19 FPC 614). 

8 Article 18 of the license for Project No. 1904 provides for Commission determination 
of the actual legitimate original cost, accrued depreciation, and resulting net investment 
of Licensees in the project as of the effective date of the license, January 1, 1938. In 
Paragraph (F) of Commission order issued May 8, 1958 (19 FPC 614, 616), the amount 
of accrued depreciation applicable to the properties of Project No. 1904 as of January 1, 
1938, and the resulting net investment of Licensees as of that date were reserved for 
future Commission determination, 
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(3) an increase in the recorded project reserve for accrued depreciation for the 
period from January 1, 1938 through December 31, 1958, in the amount of 
$181.46, and (4) the accounting dispositions of all amounts involved in the 
proposed adjustments. In addition to the foregoing, agreement was reached, 
subject to Commission approval, as to the amount of the project reserve for 
accrued depreciation as of the effective date of the license, January 1, 1938, in the 
amount of $1,034,121.50, and the project reserve for accrued depreciation as of 
December 31, 1958 in the amount of $2,121,276.86. 

The accounting dispositions of the amounts involved in the proposed adjust- 
ments are shown by the following composite journal entry: ‘ 


Title Debit Credit 


Electric plant in service, Project No. 1904. $16, 632. 67 


Accumulated provision ‘for depreciation of electric plant in service, | 13, 495.74 
nonproject. 


Accumulated provision for depreciation of electric plant in service, 
Project No. 1904, 


Unappropriated earned surplus 


Based upon the proposed adjustments, the staff recommends and Licensee 
concurs, that the Commission determine: (1) the net increase in project costs 
for the period from January 1, 1938 through December 31, 1958, to be $278,287.51, 
composed of gross additions of $409,891.98, gross retirements of $117,451.32, and 
net credit adjustments in the amount of $14,153.15; (2) the project actual legiti- 
mate original cost as of December 31, 1958, to be $4,741,679.37, classified by 
primary plant accounts as shown in attached Table I; (3) the project reserve 
for accrued depreciation as of January 1, 1938, to be $1,034,121.50; (4) the 
net investment of Licensee in the project as of January 1, 1938, the effective 
date of the license, to be $3,429,270.86; (5) the net increase in the project 
reserve for accrued depreciation for the period from January 1, 1938 through 
December 31, 1958, to be the net credit amount of $1,087,155.36; and (6) the 
project reserve for accrued depreciation as of December 31, 1958, to be 
$2,121,276.86, classified by functional groups as shown in the attached table II. 

By letter dated December 23, 1960, Licensee confirmed its agreement with 
respect to the proposed adjustments, accounting dispositions and resulting 
project costs and reserve for accrued depreciation. 

The Massachusetts Department of Public Utilities, the New Hampshire Pub- 
lic Utilities Commission and the Vermont Public Service Board were advised, 
by separate letters of this Commission dated May 1, 1961, of the staff recom- 
mendations herein and the resulting proposed project costs and reserve for 
accrued depreciation applicable to in-service project properties, all as described 
above. By their respective letters dated May 11, 1961, May 3, 1961, and May 
8, 1961, those Commissions indicated their lack of objection to the staff recom- 
mendations and resulting project costs and reserve for accrued depreciation. 


The Commission finds: 


(1) Licensee, by its agreement to the proposed adjustments, including the 
accounting disposition and the resulting project costs and depreciation reserve 


* Account references are to account numbers and titles prescribed in the Commission’s 
revised Uniform System of Accounts for Public Utilities and Licensees effective January 1, 
1961, except Table I which employs the account numbers and titles effective prior to 
January 1, 1961. This reflects the fact that the project costs herein determined are 
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as stated in its letter dated December 23, 1960, and the Massachusetts Depart- 
ment of Public Utilities, the New Hampshire Public Utilities Commission, and 
the Vermont Public Service Board, by their letters dated May 11, 1961, May 3, 
1961, and May 8, 1961, respectively, have obviated the necessity for notice and 
opportunity to protest provided by Sections 4.4, 4.5, 4.22, and 4.23 of the Com- 
mission’s Regulations under the Federal Power Act. 

(2) The foregoing adjustments, including the accounting dispositions, are 
reasonable and appropriate for the purposes of the Federai Power Act, and 
therefore, should be approved and directed as hereinafter provided. 

(3) The actual legitimate original cost of Project No. 1904 as of January 1, 
1938 is $4,463,391.86 as previously determined by Commission order issued May 
&, 1958 (19 FPC 614); the reserve for accrued depreciation applicable to in- 
service project properties of Project No. 1904 as of January 1, 1938 is 
$1,034,121.50; and the resulting net investment of Licensee in the project as of 
January 1, 1938 is $3,429,270.36. 

(4) The net increase or change in the actual legitimate original cost of 
Project No. 1904 during the period from January 1, 1938, through December 
31, 1958, is $278,287.51, consisting of gross additions of $409,891.98, gross retire- 
ments of $117,451.32, and net credit adjustments of $14,153.15; and the resulting 
actual legitimate original cost of Project No. 1904 as of December 31, 1958 is 
$4,741,679.37, classified by primary plant accounts of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees as more 
specifically shown in attached table I. 

(5) The net increase or change in the project reserve for accrued depreciation 
applicable to in-service project properties during the period from January 1, 1938 
through December 31, 1958 is $1,087,155.36; and the resulting project reserve for 
accrued depreciation applicable to in-service project properties as of December 31, 
1958 is $2,121,276.86 classified by functional groups as more specifically shown 
on the attached Table IT. 


The Commission orders: 


(A) The provisions of Sections 4.4, 4.5, 4.22 and 4.23 of the Commission’s 
Regulations under the Federal Power Act are hereby waived for the purposes of 
this order. 

(B) The foregoing adjustments including the accounting dispositions of all 
amounts involved therein as proposed by the Commission’s staff and agreed to by 
Licensee, are hereby approved and directed to be made by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall (a) establish 
and maintain control and detailed plant accounts for Project No. 1904, showing 
the debit amount of $278,287.51 as the net increase or change in the project cost 
for the period from January 1, 1938, through December 31, 1958; and the total 
debit balance of $4,741,679.37 as of December 31, 1958; all as more specifically 
shown by primary plant accounts as set forth in the attached Table I; and (b) 
establish and maintain a reserve account for accrued depreciation applicable to 
in-service project properties of Project No. 1904, showing the credit balance of 
$1,034,121.50 as of January 1, 1938; the credit amount of $1,087,155.36 as the net 
increase or change in the reserve for accrued depreciation applicable to project 
properties for the period from January 1, 1938, through December 31, 1958; and 
the credit balance of $2,121,276.86 as of December 31, 1958; all classified by func- 
tional groups as shown in the attached Table II. 

(D) Licensee shall within 60 days from the issuance of this order file three 
certified copies of its journal entries showing compliance with this order. 
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TasLE II.—Summary by functional groups of accrued reserve or accumulated 
provision for depreciation of electric plant as of December 31, 1958 


1 2 3 


Recorded Staff Allowed 
Adjustments 


Hydraulic production. $1, 495, 455. 03 $1, 495, 455. 03 
Transmissi 557, 341. 67 584, 028. 93 
General 41,611. 44 (181. 46) 41, 792. 90 


2, 094, 408. 14 (25, 868. 72) 2, 121, 276. 86 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Joseph C. Swidler. 


TAPOCO, INC., PROJECT NO. 2169 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL COST OF PROJECT; NET CHANGE 
THEREIN; ACORUED DEPRECIATION THEREON; AND PRESCRIBING ACCOUNTING 
THEREFOR 


(Issued July 5, 1961) 


Tapoco, Inc., Licensee for Project No. 2169,2 on April 23, 1957 filed a state- 
ment pursuant to Section 4.20 of the Commission’s Regulations under the 
Federal Power Act, claiming as of March 1, 1955 an actual legitimate original 
eost of the Cheoah, Santeetlah and Calderwood developments in the total 
amount of $31,021,777; accrued depreciation applicable to in-service project 
properties as of that date in the amount of $15,160,907; and a resulting net 
investment of Licensee in those three developments in the amount of $15,860,870 
as of that date. On July 9, 1959 Licensee filed a statement pursuant to Section 
4.1 of the Commission’s Regulations claiming as of June 30, 1958 an actual 
legitimate original cost of the Chilhowee development in the amount of 
$13,174,958. 

Project additions, retirements and depreciation reserve changes as recorded 
upon Tapoco’s books of account for the period subsequent to March 1, 1955 
and continuing through December 31, 1959, exclusive of the initial cost of the 
Chilhowee Development in the amount of $13,174,958, are as follows: 


Cheoah- 
Santeetlah Chilhowee 


and 
Calderwood 


Project cost-net change $5, 712 
Project depreciation reserve-net change 3, 376, 629 1, 272, 554 


1The project is situated on the Little Tennessee River and its tributary, the Cheoah 
River, in Blount and Monroe Counties, Tennessee, and Graham and Swain Counties, 
North Carolina. It consists of four hydroelectric developments: Cheoah; Santeetlah ; 
Calderwood and Chilhowee. The license for the project issued pursuant to Section 4(e) 
of the Federal Power Act for a period of fifty years effective as of March 1, 1955, author- 
ized the continued operation and maintenance of the constructed Cheoah, Santeetlah and 
Calderwood developments, and the construction, operation and maintenance of the Chil- 
howee development. ‘Tapoco, originally a joint licensee of the project, became the sole 
licensee pursuant to a transfer of interest of the other joint licensee, Carolina Aluminum 
Company, approved by order of the Commission issued June 30, 1955, In the Matter of 
Carolina Aluminum Company and Tapoco, Inc., Project No. 2169 (14 FPC 828). 
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The resulting recorded and claimed project cost and accured depreciation 
as of December 31, 1959, are as follows: 


Total project cost—all developments $44, 677, 783 
Total project accrued depreciation—all developments *19, 810, 090 


The Commission’s staff made a field examination of the books and records 
of Licensee and other data for the purpose of ascertaining the correctness of 
the foregoing amounts. Following that study an agreement, subject to Commis- 
sion approval, was reached between the staff and Licensee’s representatives 
with respect to (1) certain proposed adjustments involving the reclassification 
of a number of items within the project plant accounts, the addition of certain 
items of recorded costs erroneously omitted from claimed project costs and 
the elimination of the net amount of $1,097,204 from claimed and recorded 
project costs as of December 31, 1959; and (2) the accounting disposition 
of all amounts involved in the proposed adjustments. 

Included within the eliminations are claimed costs of nonproject water 
facilities; nonproject land; nonproject general plant, construction work in 
progress; spare parts improperly capitalized; removal costs improperly capital- 
ized; repairs improperly capitalized; duplicate claims; credits and retirements 
erroneously restored to capital accounts ; expenditures for revisions of nonproject 
property ; and salvage value of materials improperly capitalized. 

Certain of the proposed staff adjustments and accounting disposition thereof 
have been recorded by the Licensee to the extent of $644,037. This has been 
verified by the staff. The remaining adjustments in the amount of $453,167 and 
the accounting disposition thereof required to bring the recorded project costs 
and the accrued depreciation cf the project into agreement with the staff 
recommended amounts as of December 31, 1959, are shown in the following 
composite journal entry: 


Electric Plant in Service Project No. 2169. 

Nonutility Property 

Accounts Receivable from Associated Companies ---.-........ 

— Provision for Depreciation of Electric Plant in 
ervice. 

Unappropriated Earned Surplus 


1 Account references are to account numbers and titles prescribed in the Commission’s revised Uniform 
System of Accounts for Public Utilities and Licensees effective January 1, 1961, except Schedule I which 
employs the account numbers and titles effective prior to January 1, 1961. This reflects the fact that the 
project costs herein determined are recorded in Licensee’s plant accounts as of dates prior to January 1, 1961. 

After giving effect to the adjustments referred to above, the staff recommends 
and Licensee concurs that the Commission determine: the project cost, reserve 
for accrued depreciation applicable to in-service project properties and resulting 
net investment of Licensee in Project No. 2169 as of March 1, 1955; net change 
in project cost and reserve for project accrued depreciation for the period from 
March 1, 1955 through December 31, 1959; and resulting project cost and reserve 
for project accrued depreciation as of December 31, 1959; all as more fully set 
forth in the numbered findings below. 

By letter dated May 27, 1960 Licensee confirmed its agreement with the staff’s 
proposed adjustments, accounting dispositions and resulting project costs and 
reserves for accrued depreciation applicable to in-service project properties as 
described above. 


1 Article 28 of the license provides for Commission determination of the actual legitimate 
original cost of, and accrued depreciation on, the portions of the project constructed 
prior to the effective date of the license (March 1, 1955); such cost less accrued de- 
preciation being the net investment in the project as of that date. Article 29 of the 
license provides for Commission determination of the actval legitimate original cost of 
the portions of the project completed after the effective date of the license together with 
additions and betterments to the project. 
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The Public Service Commission of Tennessee was advised by letter of this 
Commission dated May 12, 1961 of the proposed adjustments, accounting dis- 
positions and resulting project costs and reserves for accrued depreciation. 
That letter requested the Tennessee Commission to submit any comments, 
protests or objections which it may have with respect to the matters here before 
this Commission. To date no reply has been received. By letter dated August 
3, 1959, the North Carolina Utilities Commission stated that it does not exercise 
jurisdiction over Licensee. 


The Commission finds: 


(1) Licensee’s agreement to the proposed adjustments, accounting dispositions 
and resulting project costs and reserves for accrued depreciation, the August 3, 
1959 letter of the North Carolina Utilities Commission, and the absence of any 
comments or objections on the part of the Public Service Commission of Tennes- 
see, obviate the necessity for the notice and opportunity to protest provided in 
Sections 4.4, 4.5, 4.22 and 4.23 of the Commission’s Regulations under the Federal 
Power Act. 

(2) The foregoing adjustments and the accounting dispositions of all amounts 
involved therein are reasonable and appropriate for the purposes of the Federal 
Power Act and therefore should be approved and directed as hereinafter 
provided. 

(3) The actual legitimate original cost of Project No. 2169 (Cheoah, San- 
teetlah, Calderwood developments) is $30,201,442 as of March 1, 1955, classified 
by development and primary plant accounts as shown in the attached Schedule I. 

(4) The reserve for accrued depreciation applicable to in-service project 
properties Project No. 2169 (Cheoah, Santeetlah, Calderwood developments) is 
$14,976,077 as of March 1, 1955 classified by development and functional groups 
as shown in the attached Schedule II. 

(5) The net investment of Licensee in Project No. 2169 (Cheoah, Santeetlah, 
Calderwood developments) is $15,225,365 as of March 1, 1955. 

(6) The actual legitimate original cost of Project No. 2169 (Chilhowee de- 
velopment) is $12,900,357 as of June 30, 1958, classified by primary plant accounts 
as shown in the attached Schedule I. 

(7) The net increase or change in the actual legitimate original cost of the 
Cheoah, Santeetlah and Calderwood developments of Project No. 2169 during 
the period from March 1, 1955 through December 31, 1959 is $486,532, the in- 
dividual plant account changes being as shown in the attached Schedule I. 

(8) The net decrease or change in the actual legitimate original cost of the 
Chilhowee development of Project No. 2169 during the period from June 30, 
1958 through December 31, 1959 is $7,752, the individual plant account changes 
being as shown in the attached Schedule I. 

(9) The net increase or change in the reserve for accrued depreciation appli- 
cable to in-service project properties Project No. 2169 (Cheoah, Santeetlah, 
Calderwood and Chilhowee developments) during the period from March 1, 
1955 through December 31, 1959 is $4,585,119. 

(10) The reserve for accrued depreciation applicable to in-service project 
properties Project No. 2169 (Cheoah, Santeetlah, Calderwood and Chilhowee 
developments) is $19,561,196 as of December 31, 1959, classified by developments 
and functional groups as shown in the attached Schedule ITT. 

(11) The actual legitimate original cost of Project No. 2169 (Cheoah, San- 
teetlah, Calderwood and Chilhowee developments) is $43,580,579 as of De- 
cember 31, 1959 classified by development and primary plant accounts as shown 
in the attached Schedule I. 

[Ordering paragraphs appear at p. 34.] 
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34 FEDERAL POWER COMMISSION 


ScHEDULE II 


Accumulated provision for depreciation of electric plant in service summary by 
functional groups as of March 1, 1955 




















1 2 3 
Adjusted 
Project project Percent 
plant depreciation | of plant 
reserve 
Depreciable 
Cheoah development: 
SRR... cci-nnctnnindanacewsnnn widanmatincnnnenmenaeda $806, 410 $137, 892 17.10 
Hydraulic production... | 8, 366, 092 5, 164, 146 61.73 
Nias scien cb tonrnaa ine chia eines aT | 57, 731 29, 794 51. 61 
peastessennseesssionsenl ee: eters 
Total Chen Gave ccccccncccnntiinwcuscscunneesaestes | 9, 230, 233 | 5, 331, 832 57. 76 
Santeetlah development: te, kc = % i 
PETE POINTE cicrcindinndicgeucpetinncsenenaineniinkind &, 038, 887 3, 537, 216 44.00 
NE os cic icickiichnicstennnismidsanmedimaiadamnaeaaieiasiinn 77, 217 64, 575 83. 63 
Total Santeetlah development. .............-......-.----.-- 8, 116, 104 3, 601, 791 








Calderwood development: 
Intangible 


























sien ial abrieiaeais aaa bupiaaka andi aa tcinade 136, 059 14. 96 
Hydraulic production 3, 533, 024 45. 56 
NI srtisssncihseaacininnantaeniaecicicalnnimaennadantammamhitiaaatallias 157, 191 57. 33 

Total Calderwood development..............-...----------- 8, 938, 093 3, 826, 274 42. 81 

Transmission: / 
ORIOL AUIIIIDS, ss cnaiiesspiintiabaieaabeebeesiiatasalintiaslhapicaapeiasde 698, 468 
Santeetlah development- -- sa 425, 928 
Calderwood development.-.-.----------- 1,097, 408 
161 KV Santeetlah to Alcoa Main Line 1, 034, 692 

Oke IR, .ccaccnentntinccecnesenntnesesbentaiion 3, 256, 496 1 2, 216, 180 68. 05 
ONAN RIOR cise te i cee ade 29,540,926 | 14, 976,077 50.70 
Nondepreciable 

Hydraulic production—land and land rights: 
am I scsi Sens cellars arly cnaieastbei | a ae 
Santeetlah development-- SS ee 
Calderwood development WE Utlstanticenacdiebiebunnais 

Transmission—iand and land rights: 


Sn NTE I cain vs ceisdrnicite eailocnseveifadindaleteliapciatbia 
161K V Santeetlah to Alcoa Main Line 





Total project 





ssedsesedaccasensceussecanassssnessucsosesensese 30, 201, 442 





1 Not recorded by plants. 


The Commission orders: 


(A) The provisions of Sections 4.4, 4.5, 4.22 and 4.23 of the Commission’s 


Regulations under the Federal Power Act are hereby waived for the purposes 
of this order. 

(B) The adjustments and accounting dispositions of all amounts involved 
therein as proposed by the staff and agreed to by the Licensee are hereby 
approved and directed to be made by the Licensee. 

(C) Licensee to the extent that it has not already done so shall establish 
and maintain control and detailed plant accounts for Project No. 2169 showing 
the total debit balance of $30,201,442 as of March 1, 1955; the debit amount of 
$13,879,137 as the net increase or change in project cost (including as a part 
thereof the actual legitimate original cost of the Chilhowee development as of 
June 30, 1958—in the amount of $12,900,357) for the period from March 1, 1955 
through December 31, 1959; and the total debit balance of $43,580,579 as of 
December 31, 1959; all as more specifically shown in the attached Schedule I 
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classified by developments and primary plant accounts of the Commission’s 
Uniform System of Accounts Prescribed for Public Utilities and Licensees. 

(D) Licensee to the extent that it has not already done so shall establish 
and maintain a reserve for accrued depreciation applicable to project properties 
of Project No. 2169 showing the credit balance of $14,976,077 as of March 1, 
1955; the credit amount of $4,585,119 as the net increase or change in that re- 
serve for the period from March 1, 1955 through December 31, 1959; and the 
total credit balance of $19,561,196 as of December 31, 1959; classified by develop- 
ments and functional groups as shown in the attached Schedules II and III. 

(E) Licensee shall within 90 days from the issuance of this order file FPC 
Form No. 7 showing compliance with this order. 


ScHEDULE III 


Accumulated provision for depreciation of electric plant in service summary by 
functional groups as of December 31, 1959 





i 4 2 3 
Adjusted 
| Project project Percent 
plant | depreciation | of plant 
reserve 


























| $806, 410 $188, 512 23. 38 

EET GTOREEG PUGIERisi ccitdo ct etndsdamncssinanaiieecwens } 8, 410, 981 6, 029, 401 71. 68 

Total Cheoah development.....-...-------------ese---eeee- | 9,217,391 | 6,217, 913 67. 46 

Santeetlah development: Hydraulic development................-. ; =a 4, 221, 890 i 52. 41 

Calderwood development: Pe a a iain ai 

RRRIRIIND. .20cccuesequmtsnnniasnanninasisetntineinumianmatiheiths 909, 356 | 186, 007 20. 45 

EEF ORSIIIIS QUOD RUIO aise cncktenensinsaicnscentiientintintnaticnbebinita 4, 217,117 54. 04 

Total Calderwood development...........--.-.----..--....- | 4, 408, 124 | 50. 53 

Chilhowee development: Hydraulic production..................- 9, 350, 809 | 1,249, 581 13.36 
Transmission: j 


Cheoah development. --_.......-.-.-. saiasnstistellsaincasiphiinittannighiinaigiaii 792, 363 
Santeetlah development. .....-..-..... | 493, 886 
Calderwood development....-.--- | 1, 124, 880 
Shilhowee development. .--.......-.-.--.--- | 1, 193, 339 
161 KV Santeetlah to Aicoa Main Line | 986, 100 | 


















Total transmission 








General: 
North Carolina (Cheoah and Santeetlah)-_...................- 137, 821 
Tennessee (Calderwood and Chilhowee) 





Total general 








Total depreciable 


Nondepreciable | 





Hydraulic production—land and land rights: | 
Cheoah development thnminicihahiatatnitntaaieatniaiciineaiiitaiaditiianmainaanainiial 69, 951 
Santeetlah development 634 
Calderwood development 55, 273 
Chilhowee development a | 36, 270 

Transmission—land and land right 
See WNCNOIN INO WIRIIIIIIIIN e0.ssins cs sailinninicnnnielecene Metsilguiaiaaeeateiiel 2, 646 
Chilhowee development--_...~ 











hana eaemmii ol 2, 263 
161 KV Santeetlah to Alcoa Main Line_.........---.--.-- weet 107, 938 
SE BR ok cccicctieciinemstinnaees } 43,580,579 





1 Not recorded by separate developments or plants. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and Joseph C. Swidler. 


ARIZONA PUBLIC SERVICE COMPANY, DOCKET NO. E-6981 
ORDER AUTHORIZING SALE OF FACILITIES 
(Issued July 6, 1961) 


Arizona Public Service Company (Applicant), incorporated under the laws of 
the State of Arizona and qualified to do business as a foreign corporation in the 
State of New Mexico, with its principal place of business at Phoenix, Arizona, 
filed an application on February 24, 1961, as subsequently supplemented, for an 
order, pursuant to Section 203 of the Federal Power Act, authorizing the sale of 
certain electric facilities by Applicant to Electrical District Number Three of 
Pinal County, Arizona (District), a political subdivision of the State of Arizona, 
with its principal place of business at Maricopa, Arizona. 

Applicant is engaged in the generation, purchase, transmission, distribution, 
and sale at wholesale and retail of electric energy in Arizona. As of December 
31, 1960, Applicant was furnishing electric service to approximately 178,000 
customers in 10 counties, including Maricopa and Pinal Counties, in Arizona. 
The total electric plant of Applicant was recorded as of November 30, 1960, at 
approximately $202,500,000. Applicant also renders natural gas, motor bus, and 
steam heat utility services in Arizona. 

The District is engaged in furnishing electric energy for irrigation pumping in 
Pinal County, Arizona, by means of facilities which are owned and operated by 
Applicant and which are proposed to be sold by Applicant, all as fully set forth 
hereinafter. 

The electric facilities proposed to be sold are located within the boundaries of 
the District in Pinal County, Arizona, and are used to supply electric energy for 
irrigation pumping and other uses. Included among these facilities are 28 
circuit miles of 69 kv line, 236 circuit miles of 12.5 kv line, two substations, service 
connections, and customer meters. Electric service for approximately 238 ir- 
rigation pumping customers is provided for by such facilities. 

Applicant proposes to sell the above-described facilities to the District for a 
eash consideration of $1,500,000, subject to adjustments for additions to, and 
retirements from, the facilities subsequent to March 25, 1960. Immediately 
after such sale of facilities, Applicant proposes to lease-back these same facilities 
from the District for an annual rental of $159,000, subject to certain adjustments. 
The application represents that the sale price and the rental were negotiated 
and arrived at by mutual agreement of Applicant and the District. The term of 
the proposed lease is 30 years, subject to termination under certain conditions at 
the end of the first 10 years of such term. 

Applicant states that the original cost of the facilities proposed to be sold is 
approximately $1,500,000 and that the depreciated original cost of such facilities 
is approximately $1,251,000, as of November 30, 1960. Inasmuch as the con- 
sideration for the proposed sale of these facilities is $1,500,000, Applicant’s gross 
gain from the proposed sale, before taxes, will be $249,000. Applicant estimates 
that its net gain from the proposed sale will be $200,000, which amount will be 
credited to Earned Surplus by Applicant. 

The proposed sale and lease-back of facilities are part of a program agreed 
upon by Applicant and the District whereby the District will receive electric 
energy from the Arizona Power Authority (Authority) and will also acquire 
ownership of the above-described facilities for the transmission and distribution 
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of such energy to and within the District’s area in Pinal County, Arizona.’ The 
Authority, as an agency of the State of Arizona, receives from the United States 
Bureau of Reclamation (USBR) and sells for resale to public bodies and private 
companies certain electric energy available to that State from certain hydro- 
electric projects of USBR located on the Colorado River. The terms and condi- 
tions of the program are set forth in certain agreements which have been, or 
are proposed to be, entered into between Applicant and the District and which 
were filed as exhibits to the application, namely, Agreement, dated June 18, 1960; 
Power Agreement, also dated June 18, 1960; proposed Lease Agreement; and 
proposed Lease Power Agreement. 

Certain parts of the program of Applicant and the District have been, or are 
being, carried out by them in accordance with their agreements. Applicant has 
assigned to the District the privilege of purchasing a portion of the electric 
energy which Applicant is entitled to purchase from the Authority. The energy 
so purchased by the District is delivered by the Authority to Applicant, on behalf 
of the District, at USBR’s Maricopa, Arizona, substation. This energy is trans- 
mitted therefrom by Applicant, on behalf of the District, to the District’s area, 
where Applicant, on behalf of the District, delivers such energy to irrigation 
pumping users. These users were formerly customers of Applicant, but are now 
customers of the District under the terms of the program. Applicant owns and 
operates the facilities used for transmission and delivery of energy received from 
the Authority, which facilities are the subject of the proposed sale and lease-back. 
Applicant has agreed to sell electric energy to the District in the event that energy 
available to the District from the Authority or other sources is insufficient to 
supply the requirements of the District’s customers.’ The District, in turn, has 
agreed that it will not sell electric energy in its area for uses other than irrigation 
pumping and that it will pay Applicant, as an operating charge for Applicant’s 
irrigation pumping service, including meter reading and billing, 2%, mills per 
kwh of energy supplied to the District’s customers from sources other than Ap- 
plicant’s generating plants. Although Applicant, on its own behalf, has ceased 
to render electric service for irrigation pumping within the District’s area, yet 
Applicant continues, on its own behalf, to render all other electric service in this 
area by means of the same facilities used in rendering the irrigation pumping 
service. 

Applicant and the District will complete their program in accordance with their 
agreements upon consummation of the proposed sale of the subject facilities fol- 
lowed by the proposed lease-back of those facilities, all as described above. Dur- 
ing the period of the lease, electric energy will continue to be furnished in the 
District’s area by Applicant for irrigation pumping on behalf of the District and 
for all other uses on Applicant's own behalf. Thus, in substance, the sale and 
lease-back will result in Applicant’s utilizing leased facilities rather than its 
own facilities in rendering such electric service. 

According to the application, the proposed sale and lease-back of facilities will 
not have any effect on any existing contract for the purchase, sale or interchange 
of electric energy and will not disrupt any electric service. 


1The application indicates that requisite approval of the program has been given by 
Applicant’s Board of Directors, the Arizona Power Authority, and the Arizona Corporation 
Commission, respectively. 

2By letter filed April 28, 1961, Applicant stated that the District at that time was 
receiving approximately 37% of its energy requirements from the Authority, with the 


remaining 63% of such requirements being supplied from Applicant’s steam generating 
plants. 
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Applicant represents that its allocation of electric energy from Arizona Power 
Authority is cancellable after December 31, 1962, and that there is a possibility 
that this allocation will not be renewed inasmuch as reallocations may be neces- 
sary after that date to supply the electric requirements of the Authority’s present 
and prospective preferential customers, including the District. The Authority, 
because of an insufficient supply of electric energy, has been unable to grant the 
District’s request for an allocation of energy. At present the only energy which 
the District receives from the Authority is that energy which the District receives 
as a result of the assignment by Applicant as referred to above. Applicant repre- 
sents further that the assignment to the District of a portion of the energy 
allocated to Applicant by the Authority and the proposed sale to the District of 
Applicant’s facilities for the transmission and distribution of such portion of 
allocated energy will improve the prospects that reallocations of energy which 
may be made after December 31, 1962, by the Authority will result in the District 
continuing to receive energy from the Authority after that date. Thus the 
irrigation pumping customers within the District’s boundaries would continue 
after December 31, 1962, to be supplied at least in part with relatively low cost 
energy generated at the Colorado River hydroelectric projects of the United 
States Bureau of Reclamation and allocated by the Authority for use in Arizona. 

Prior Commission approval, under Section 203 of the Federal Power Act, is 
not required by the District with respect to its proposed purchase of facilities 
or by the District or Applicant with respect to the proposed lease-back of fa- 
cilities inasmuch as the District, a political subdivision of the State of Arizona, 
is not a “public utility” or a “person” as those terms are used in Section 203. 
See also Sections 201(e) ; 3; and 201(f) of the Act and Commission order issued 
June 30, 1947, Northern States Power Company, 6 FPC 7438. 

Written notice of the application has been given to the Arizona Corporation 
Commission and the New Mexico State Corporation Commission and to the 
Governor of each of those States. Notice of the application was also published in 
the Federal Register on March 14, 1961 (26 F.R. 2157), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should on or before March 31, 1961, file with the Federal Power Commission, 
Washington 25, D.C., a petition or protest. No petition or protest or request to 
be heard in opposition to the granting of the application has been received. 

The Arizona Corporation Commission, by opinion and order dated June 9, 1961, 
approved and authorized the proposed sale and lease-back of facilities in the 
manner and for the purposes as described above. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
203 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore determined and set forth in the Commission’s order issued Novem- 
ber 14, 1958, Arizona Public Service Company, 20 FPC 717. 

(2) By the proposed sale of facilities, as described above, Applicant will dis- 
pose of a part of its facilities subject to the jurisdiction of the Commission of a 
value in excess of $50,000 within the meaning and subject to the requirements of 
Section 203 of the Act. 

(3) The proposed sale of facilities, as described above, upon the terms and 
conditions set forth in the application and subject to the provisions of this order, 
will be consistent with the public interest as expressed in Section 203 of the Act 
for the reasons set forth above. 
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The Commission orders: 


(A) The proposed sale of certain electric facilities by Applicant, as described 
above, is hereby authorized and approved upon the terms and conditions and for 
the purposes set forth in the application, subject to the provisions of this order. 

(B) Applicant shall record the proposed sale and the facilities described 
above as provided in the Commission’s Uniform System of Accounts Prescribed 
for Public Utilities and Licensees. 

(C) This authorization shall expire unless the transaction herein authorized 
and approved is consummated within 90 days from the date of issuance of this 
order. 

(D) This authorization is without prejudice to the authority of this Commis- 
sion or any other regulatory body with respect to rates, service, accounts, valua- 
tion, estimates or determinations of cost, or any other matter whatsoever now 
pending or which may come before this Commission or any other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

Commissioner Swidler not participating. 


[LETTER-ORDER ISSUING TEMPORARY AUTHORITY] 


Docket No. CI61-1682 
Placid Oil Company, Operator, et al. 


AIRMAIL JULY 6, 1961* 


Placid Oil Company 
418 Market Street 
Shreveport, Louisiana 


Attention: B. B. Barber, Secretary 
Paul Hicks, Attorney 


Gentlemen : 

Temporary authority is hereby issued to Placid Oil Company, Operator, et al., 
to sell natural gas for resale in interstate commerce to Natural Gas Pipeline 
Company of America as proposed in Docket No. CI61-1682, subject to the follow- 
ing conditions: 

(1) That the total initial price therefor shall not exceed 18 cents per Mcf at 
14.65 psia. 

(2) The rate as conditioned in (1) above shall remain in effect until changed by 
further Commission order in the proceeding, Docket No. CI61-1682. 

(3) The filing within 20 days hereof of a supplement to the rate schedule con- 
sistent with (1) above, and a revised billing statement. 

(4) Written acceptance of this authorization by a responsible official of the 
company within 20 days of the date hereof. 

Your related proposed rate schedule will be considered accepted for filing upon 
compliance with the above conditioned authorization to be effective on the date 
of initial delivery subject to the provisions of Sections 154.94(c) and 154.101 of 
the Commission’s regulations under the Natural Gas Act. 

In view of the above conditions the billing statement submitted with your 
filing is not applicable and accordingly is returned herewith. 

The rate schedule has been designated as follows: 


*Reconsideration denied on August 29, 1962, 26 FPC 440. 











40 FEDERAL POWER COMMISSION 


Description Designation 


Contract 12-15-60 Placid Oil Company (Operator), et al. 


FPC Gas Rate Schedule No. 33 
Amendment 4-17-61 Supplement No. 1, thereto 


Please advise the Commission of the date of commencement of deliveries under 
such rate schedule making reference in your communication to the rate schedule 
as designated above. 

In addition, please advise the Commission as to whether you would accept 
permanent certificate authorization under the condition specified in (1) above. 
Such acceptance may permit disposition of the subject application under the 
abridged hearing procedure provided no protests or petitions to intervene in 
opposition to the application are filed. 

This authorization and the acceptance of the above rate schedule are without 
prejudice to such final disposition of the application for certificate as the record 
may require. Furthermore, once service is commenced under this authorization 
it may not be discontinued without permission of the Commission issued pursuant 
to the provisions of the Natural Gas Act. 

By direction of the Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and Joseph C. Swidler. 


BLACKSTONE VALLEY GAS & ELECTRIC COMPANY, DOCKET 
NO. CP61-171 


FINDINGS AND ORDER DIRECTING THE SALE AND DELIVERY OF NATURAL GAS 
(Issued July 7, 1961) 


On December 21, 1960, Blackstone Valley Gas and Electric Company (Appli- 
eant) filed an application in Docket No. CP61-171 for an order pursuant to 
Section 7(a) of the Natural Gas Act, directing Tennessee Gas Transmission 
Company (Tennessee) to deliver and sell to Applicant and its successors and 
assigns on a long-term basis an additional daily volume of 5,680 Mcf of natural 
gas. 

Applicant is presently receiving from Tennessee 11,150 Mcf of natural gas 
per day on a long-term basis plus 5,680 Mcf per day on a short-term basis. The 
latter volume is received pursuant to an order of the Commission issued in 
Docket Nos. CP61-74, et al. Applicant seeks herein an order of the Commission 
converting the 5,680 Mcf per day of short-term gas to a long-term basis. * 

In support of its request, Applicant states that Eastern Utilities Associates 
(HUA) and its subsidiary companies, which include Applicant, were ordered by 
the Securities and Exchange Commission to divest themselves of the gas proper- 
ties of Applicant. Under a plan of divestment, Applicant is to transfer its gas 
properties to Valley Gas Company (Valley) in exchange for the bonds, notes 
and common stock of Valley. Pursuant to the plan, said bonds and notes are to 
be sold by Applicant to institutional investors. However, Applicant indicates 
that the investors have conditioned their purchase agreement on the securing by 
Applicant of an assurance to receive from Tennessee on a long-term basis, the 
total daily volume of natural gas of 16,830 Mcf at 14.73 psia. Since 5,680 Mcf of 
this total daily volume presently received by Applicant from Tennessee is on 


2The short-term authorization will terminate November 30, 1961. 
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a short-term basis, the subject application proposes to convert this volume from 
short-term to long-term gas in order to meet the condition of the institutional 
investors so that the divestment may go forward. 

On May 1, 1961, Tennessee filed its answer stating that although this additional 
long-term service would increase the annual average day capacity deficiency 
on its system west of its storage field in Pennsylvania, it could, as a practical 
matter, render this additional service on a long-term basis without impairing 
its ability to render authorized long-term service to its existing customers. 

Due notice of the filing of the application and opportunity for hearing thereon 
has been given by publication in the Federal Register on June 14, 1961 (26 F.R. 
5838). No protest or petition to intervene has been filed in this proceeding. 


The Commission finds: 


(1) Tennessee Gas Transmission Company, a Delaware corporation having 
its principal place of business in Houston, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of July 12, 1947, in Docket No. G-910 (6 FPC 777). 

(2) Applicant is a public utility duly organized and existing under the laws 
of the State of Rhode Island and is engaged in the business of distributing and 
selling natural gas within the State of Rhode Island. 

(3) It is necessary and desirable in the public interest to direct Tennessee 
Gas Transmission Company to sell and deliver to Applicant, under Tennessee’s 
appropriate rate schedules on file with the Commission, an additional 5,680 
Mcf of natural gas per day on a long-term basis beginning on December 1, 1961, 
the date on which the short-term interim service authorized in Docket No. 
CP61-74 expires. 

(4) The requirement that Tennessee serve Applicant, as proposed, will not 
place an undue burden upon Tennessee nor impair its ability to render adequate 
service to its existing customers. 


The Commission orders: 


(A) Tennessee Gas Transmission Company be, and it is hereby directed, to 
sell and deliver to Applicant, under Tennessee’s appropriate rate schedules 
on file with the Commission, an additional 5,680 Mcf of natural gas per day 
on a long-term basis beginning on December 1, 1961, the date on which the 
short-term interim service authorized in Docket Nos. CP61-74, et al. expires. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and Joseph C. Swidler. 


CITIES SERVICE GAS COMPANY, COLORADO INTERSTATE GAS COM- 
PANY, PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. 
CP61-240 


FINDINGS AND ORDER ISSUING A CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued July 7, 1961) 


On March 14, 1961, Cities Service Gas Company (Cities Service), Colorado 
Interstate Gas Company (Colorado Interstate) and Panhandle Eastern Pipe 
Line Company (Panhandle), (sometimes hereinafter referred to jointly as 
Applicants), filed a joint application in Docket No. OP61-240, pursuant to Section 
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7(c) of the Natural Gas Act, for a certificate of public convenience and necessity 
seeking authorization to construct and operate certain facilities for the exchange 
of up to 30,000 Mcf of natural gas per day for a period terminating December 31, 
1962. 

The purpose of the exchange arrangement is to enable Panhandle to fulfill 
its contractual obligations to purchase gas from certain producing areas in 
Texas County, Oklahoma,’ and thus enable Panhandle to defer construction of 
certain pipeline facilities until the area has been developed. At that time, 
Panhandle states, it expects to know what facilities to install in the most 
economical size and at the most economical cost. 

Applicants propose the following exchange arrangements: 

(1) Panhandle will deliver up to 30,000 Mcf per day to Cities Service from 
its gathering system in Texas County, Oklahoma. The deliveries to Cities 
Service will be made at two points: One well will be connected to Cities Service’s 
gathering system at a point called the “Stelzer Exchange”; the other wells will 
be connected directly to Cities Service’s Oklahoma-Hugoton line through a 
central point in the field called the “Straight Exchange”. 

(2) Cities Service will deliver up to 5,000 Mcf per day to Panhandle through 
an existing interconnection between Cities Service’s field trunk line and Pan- 
handle’s gathering line in Grant County, Kansas, known as the “Nuss Ex- 
change’”’. 

(3) Colorado Interstate will deliver up to 25,000 Mcf of gas per day to 
Panhandle, for the account of Cities Service, at an existing interconnection 
between Colorado’s Mocane-Hooker pipeline and Panhandle’s main interstate 
system in Texas County, Oklahoma? This exchange volume is a portion of a 
maximum of 50,000 Mcf of gas per day which Colorado was authorized to sell 
to Cities Service in Docket No. CP61-72 for a period terminating December 
$1, 1962. 

The exchange deliveries are to be made simultaneously on a daily basis. 

In order to effectuate the proposed exchange, Applicants request the fol- 
lowing authorization : 

(1) Panhandle: to construct and operate certain measurement facilities in 
Texas County, Oklahoma, for the purpose of measuring gas to be delivered to 
Cities Service at those points of delivery; and measurement facilities in Grant 
County, Kansas, to measure gas to be received from Cities Service at that point 
of delivery. 

(2) Cities Service: (a) to construct and operate a tap on its 26-inch Okla- 
homa-Hugoton line in Texas County, Oklahoma, and a tap on its low pressure 
gathering system in Texas County, Oklahoma, to receive gas from Panhandle in 
volumes up to 30,000 Mcf per day; (b) to operate an existing interconnection with 
Panhandle facilities on Cities Service’s 30-inch Kansas-Hugoton field trunk line 
in Grant County, Kansas, to deliver up to 5,000 Mcf of gas per day to Panhandle. 

(3) Colorado Interstate: to operate an existing meter station on its Mocane- 
Hooker pipeline in Texas County, Oklahoma, presently used for sales to 


1The producers in Docket Nos. CI61-31 and CI61-418 have received temporary au- 
thority to commence the sale of gas to Panhandle from their properties in the Texas 
County, Oklahoma, area. 

2 This delivery point is presently being utilized for the sale of up to 25,000 Mef per day 
by Colorado Interstate to Panhandle under temporary authority issued in Docket No. 
G—18535, which will expire on July 7, 1961. Up to July 7, 1961, the delivery point will 
be operated for both the sale and the subject exchange; thereafter and up to December 
31, 1962, the delivery point will be operated only to deliver gas to Panhandle for Cities 
Service’s account, as proposed in the joint application. 











FEDERAL POWER COMMISSION 43 


Panhandle, as a second delivery point to Cities Service, by delivery at that 
point up to 25,000 Mcf of gas per day to Panhandle for the account of Cities 
Service. 

The proposed exchange will be made pursuant to an exchange agreement, 
dated January 30, 1961, and filed by Colorado Interstate, Panhandle, and 
Cities Service as their Rate Schedules X-15, M-2 and X-9, respectively. 

There is no question as to gas supply since the proposal involves a gas-for- 
gas exchange. 

Temporary authority to construct and operate the necessary facilities and 
to exchange natural gas for the period terminating December 31, 1962, was 
granted to the respective Applicants by letters, dated April 7, 1961. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
June 26, 1961, respecting the matters involved in and the issues presented by 
the joint application herein. No petition to intervene or protest to the granting 
of the joint application has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Cities Service Gas Company, a Delaware corporation having 
its principal place of business in Oklahoma City, Oklahoma, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of December 28, 1943, in Docket No. G-—298 
(4 FPC 471). 

(2) Applicant, Colorado Interstate Gas Company, a Delaware corporation 
having its principal place of business in Colorado Springs, Colorado, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of June 5, 1945, in Docket No. G-294 (4 FPC 936). 

(3) Applicant, Panhandle Eastern Pipe Line Company, a Delaware corpora- 
tion having its principal place of business in Kansas City, Missouri, is a 
“natural-gas company” within the meaning of the Natural Gas Act as heretofore 
found by the Commission in its order of October 17, 1945, in Docket No. G-254 
(4 FPC 1081). 

(4) The facilities hereinbefore described, as more fully described in the joint 
application in this proceeding, are to be used in the exchange and delivery of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission 
and the construction and operation of such facilities and the exchange and 
delivery of natural gas are subject to the requirements of Subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(5) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(6) The construction and operation of the proposed facilities and the proposed 
exchange and delivery of natural gas by Applicants are required by the public 
convenience and necessity and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (c) (4) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificate hereinafter issued to Applicants and to the exercise of 
the rights granted thereunder. 
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(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is hereby 
issued to the Applicants in this proceeding, jointly, authorizing the construction 
and operation of the proposed facilities and the exchange and delivery of 
natural gas as hereinbefore described for the period terminating December 31, 
1962, all as more fully described in the joint application herein, upon the terms 
and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (c) (4) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the issuance of the certificate granted in paragraph (A) hereof 
and to the exercise of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and Joseph C. Swidler. 









EAST TENNESSEE NATURAL GAS COMPANY, DOCKET NO. CP61-200 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued July 7, 1961) 


On January 24, 1961, East Tennessee Natural Gas Company (Applicant), a 
Tennessee corporation with its principal place of business in Knox County, 
Tennessee, filed an application as supplemented March 14, March 30, April 24 
and May 4, 1961, pursuant to Section 7 of the Natural Gas Act in Docket No. 
CP61-200 for a certificate of public convenience and necessity authorizing 
Applicant to construct and operate the facilities hereinafter described and, by 
means thereof, to deliver and sell their natural gas requirements to: (1) 
American-Saint Gobain Corporation, Greenland Plate Glass Plant, located in the 
Hord’s Bend Area of Hawkins County, Tennessee, on a firm basis for use in its 
kilns for processing and producing glass and for space heating; and, (2) The 
Natural Gas Utility District Of Hawkins County, Tennessee, (Utility District) 
for resale and distribution to the public in the Tennessee towns and communities 
of Rogersville, Surgoinsville, New Canton, Church Hill, Block City—Solitude, 
and Pressmen’s Home and their environs and in intervening and adjacent area 
traversed by Applicant’s proposed lateral pipeline and the main line system of 
the utility district. The proposed construction of facilities and sale of gas to 
Utility District, subject to the jurisdiction of the Commission, and the proposed 
sale of gas to American-Saint Gobain Corporation are more fully described 
in the application. 

Applicant states: (1) that American-Saint Gobain Corporation requires the 
use of natural gas in its glass kiln operation because of the exacting flame 
characteristics and temperature controls which must be maintained at all times; 
(2) that at present no natural or manufactured gas service exists in the area 
proposed to be served by the Utility Districts; (3) that, pursuant to the State 
of Tennessee’s “Utility District Act of 1937”, the Chairman of the County Court 
of Hawkins County, Tennessee, by Order issued December 16, 1957 after public 
hearing thereon, found that public convenience and necessity required the 
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creation of such utility district and that the proposed operation thereof was 
economically sound and desirable and, by such Order, created said Utility 
District for the purpose of rendering natural gas service within the boundaries 
of Hawkins County, Tennessee; and, (4) that Utility District has been granted 
all franchises necessary to distribution of natural gas within the area proposed 
to be served. 

The peak day and annual requirements of the proposed new customers are 
estimated as follows in Mcf @14.73 psia: 















































Annual 
Customer Year Peak 
day 
Firm Interruptible} Total 
American-Saint Gobian Corp..-...-.-..-..--- 1961 |  saedinnianntnea COIN bccn cnniennesaliesinnonininin 
Hawkins County Util. Dist......- EE, Untiecemadl IIIc. I aascecinnuasnacacnpealnbacseneathiats 
American-Saint Gobain Corp..-.-- -| 1962 3,687 | 743,027.......- 743, 027 
Hawkins County Util. Dist.................- 1962 1,901 | 168, 049_._- 210, 883 
5,588 | 911,076.------ 953, 910 
American-Saint Gobain Corp,.........--..-- | 1963 3,896 | 788, ics ee oe 788, 403 
Hawkins County Util. Dist.................. | 1963 2,677 | 232, 508........ 42, 834 275, 432 
6, 573 | 1,021, 001-.---- 42, 834 | 1,063, 835 
American-Saint Gobain Corp..----------.--- | 1964 4,299 | 782, 731...----- a 782, 731 
Hawkins County Util. Dist................-.- 1964 3, 235 | 278, 566........ 42, 834 321, 400 
| 7, 534 | 1,061, 297.....-| 42, 834 | 1,104,131 
| i 





The facilities proposed to be constructed by Applicant consist of: (1) an 8%- 
inch lateral pipeline extending from a point of connection with Applicant’s 
existing 16-inch so-called ““Topside-Bristol” main pipeline, approximately 6 miles 
south of the so-called “Tri-Cities Junction” thereon, to the plant premises of 
American-Saint Gobain Corporation, a distance of approximately 11.43 miles; 
(2) a 6%-inch extension of the aforesaid lateral pipeline from the plant premises 
of American-Saint Gobain Corporation to a point near the community of 
Surgoinsville, Tennessee, a distance of approximately 5.3 miles; and, (3) 
necessary measuring and regulating equipment. 

Applicant estimates the total capital cost of the aforesaid facilities at $596,369, 
which Applicant proposes to finance from the proceeds of sale of temporary cash 
investments presently on hand. 

There is no problem as to the adequacy of Applicant’s gas supply for its 
existing and proposed service. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
June 27, 1961, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
having been received, staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30(c) (1) of its Rules of Practice and Procedure. 
The Commission finds: 

(1) Applicant is a “riatural-gas company” within the meaning of the Natural 
Gas Act heretofore found by the Commission. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s pipeline system 


and the operation thereof by Applicant is subject to the requirements of Sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of facilities for transportation 
and sale of natural gas, as hereinbefore described, as more iully described in 
the application, is required by the public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (8), (c) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20), should attach to the certificate hereinafter issued to Applicant in Docket 
No. CP61-200, and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this order shall be 
completed and in actual operation should be fixed at one year from the date on 
which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 
been denied by the Commission is granted pursuant to Section 1.30(c) (1) of said 
Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued to 
Applicant to construct and operate natural gas facilities and to sell and deliver 
a maximum of 4,299 Mcf per day of natural gas to American-Saint Gobain Cor- 
poration and to initiate service to The Natural Gas Utility District of Hawkins 
County, Tennessee, as described above, all as more fully described in the appli- 
cation in Docket No. CP61-200. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (3), (ec) (4), and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (b) of said Section 


157.20 of the Commission’s Rules is hereby fixed at one year from the date on 
which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and Joseph C. Swidler. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. CP60-80 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued July 7, 1961) 


El Paso Natural Gas Company (Applicant) whose address is El Paso Natural 
Gas Building, El Paso, Texas filed an application on April 8, 1960, as supple- 
mented on January 13, 1961 in Docket No. CP60-80, for a certificate of public 
convenience and necessity, pursuant to Section 7(c) of the Natural Gas Act, 
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as hereinafter described subject to the jurisdiction of the Commission, all as 
more fully described in the application as supplemented. 

Applicant seeks authority to make a short term delivery and sale of up to 
an additional 100,000 Mcf of natural gas per day to Pacific Gas and Electric 
Company, on a non-firm, interruptible and best efforts basis, at the existing 
delivery point to that customer located near Topock, Arizona. Said quantities 
of gas to be provided are in addition to the presently certificated quantities of 
gas delivered by El Paso to Pacific Gas and Electric Company and are to be 
provided from Applicant’s existing sources of gas supply by use of its certifi- 
eated pipeline facilities only after meeting its other customer requirements 
throughout its pipeline system. No additional pipeline facilities are proposed 
or required to be constructed by Applicant to enable it to render the proposed 
natural gas service. The delivery and sale of such gas is to be performed by 
El Paso in accordance with a service agreement dated March 25, 1960, as 
amended on January 10, 1961, between El Paso and Pacific Gas and Electric 
Company, for the period commencing April 1, 1960 and ending November 30, 
1961, under the terms and conditions of Applicant’s effective FPC Gas Rate 
Schedule G—X-1 on file with the Commission as a part of its FPC Gas Tariff, 
Original Volume No. 1. 

The proposal will help El Paso dispose of a temporary oversupply of gas and 
will help Pacific Gas & Electric Co. meet its system requirements. 

Temporary authorizations were issued on May 26, 1960, and February 2, 1961. 

No issue of gas supply is involved herein. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
June 27, 1961, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the applica- 
tion having been received, staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of its Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act heretofore found by the Commission. 

(2) The sale of natural gas as proposed by Applicant is subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed sale of natural gas, as hereinbefore described, as more 
fully described in the application, as supplemented, is required by the public 
convenience and necessity, and a certificate therefor should be issued as here- 
inafter ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 


been denied by the Commission is granted pursuant to Section 1.30(c) (1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued au- 
thorizing Applicant to sell up to 100,000 Mcf of natural gas per day to Pacifie 





48 FEDERAL POWER COMMISSION 


Gas and Electric Company on an interruptible “best effort” basis for the period 
ending November 30, 1961, as described above and as more fully described in 
the Application, as supplemented in Docket No. CP60-80. 

(B) This certificate is issued subject to the conditions in Section 157.20(e) 
of the Commission’s regulations. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and Joseph C. Swidler. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. CP61-259 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued July 7, 1961) 


The Ohio Fuel Gas Company (Applicant), an Ohio corporation and a sub- 
sidiary of The Columbia Gas System, Inc., having its principal place of business 
at 99 North Front Street, Columbus, Ohio, filed on March 31, 1961, an application 
pursuant to Section 7 of the Natural Gas Act, as supplemented on April 24, 1961, 
for a certificate of public convenience and necessity, authorizing the construction 
and operation of certain extensions on its existing transmission system in the 
State of Ohio to enable Applicant to provide interruptible natural gas service 
to the E. I. du Pont de Nemours and Company at a plant which du Pont proposes 
to build at Huron, Ohio. Du Pont will manufacture synthetic methanol at the 
new plant. It is alleged that the plant will contribute significantly to the economic 
growth of the Lake Erie area. The application is on file with the Commission 
and open for public inspection. 

Applicant proposes to construct and operate the following jurisdictional gas 
facilities in the State of Ohio: 

Approximately 2.3 miles of 10%4,’’ O.D. natural gas transmission line in Erie 
County, Ohio, extending from Line D-343 to the premises of E. I. du Pont de 
Nemours and Company, and measuring station at the terminus of the proposed 
line; 

Together with valves, fittings and incidental facilities necessary for practical 
operation. 

Applicant estimates that the nominal maximum daily requirement and annual 
volumes of du Pont are as follows: 


Nominal Annual 
maximum 

require- 
ment—Mcf 


11,000 
11,000 
11, 000 
11,000 
11,000 


On some days, du Pont may require as much as 13,200 Mef, which Applicant 
will provide if available. 


Peak day deliveries are subject to curtailment in order to maintain service 
to domestic customers. 
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Applicant will install an 1100 b.hp. compressor station at the plant site in 
order to enable du Pont to compress the gas to a pressure of 650 psig which is 
essential for du Pont’s manufacturing process. Such facilities, to be operated 
by du Pont, are claimed to be not subject to Federal regulation. 

Applicant estimates that the proposed construction, including the compressor 
station, will cost $564,250. Of this amount $110,250 represents the cost of the 
proposed pipeline and meter station. The Columbia Gas System, Ine., will 
finance the proposed project. 

Applicant’s gas supply available from the total Columbia System is reasonably 
adequate to provide the proposed service without adverse effect on its existing 
service. 

Applicant states that du Pont advised that it is essential in its manufacturing 
process that gas be made available to it at a pressure of 650 psig. Therefore, 
Applicant will install two 550 b.hp. gas engine compressor units at an estimated 
cost of $454,000. Compression facilities will be located downstream of measure- 
ment, and will not be classified or booked as jurisdictional facilities inasmuch 
as these facilities will be utilized solely to serve du Pont, a retail distribution 
customer. 

The Commission interprets this to mean that the compressor station will be 
included in distribution plant Account 386, Other Property on Customer’s 
Premises, and that the associated expenses would be included in the apprupriate 
distribution accounts. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
June 27, 1961, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
having been received, staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30(c) (1) of its Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission. 

(2) The facilities to be constructed and operated by applicant will be used 
for the transportation of natural gas in interstate commerce and the construction 
and operation thereof are subject to the requirements of Subsections (c) and (e) 
of the Natural Gas Act. 

(3) The proposed construction and operation of facilities by Applicant as 
herein described, and as more fully described in the application in Docket No. 
CP61-259 are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificate hereinafter issued to Applicant in Docket No. CP61-148, 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of facilities authorized by this order shall be completed and 
in actual operation should be fixed at six months from the date on which this 
order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 

693-488—64——_6 
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Rules of Practice and Procedure was unopposed by any party of record, and 


not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued author- 
izing Applicant to construct and operate natural gas facilities and to sell and 
deliver natural gas up to a maximum 13,200 Mcf per day, as described herein 
and as more fully described in the application in Docket No. CP61-259. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
and (e) of Section 157.20 of the Commission’s General Rules and Regulations, 
including Rules of Practice and Procedure, shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at six months from 
the date on which this order issues. 

(D) The certificate issued herein is conditioned to provide that nonjurisdic- 
tional facilities shall be included in Account 386 and the associated expenses 


shall be included in the appropriate distribution accounts as provided by the 
Commission’s Uniform System of Accounts. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


W. B. OSBORN, JR. (OPERATOR), ET AL., DOCKET NO. RI61-478 


ORDER DENYING MOTION TO SET ASIDE ORDER AND TERMINATE PROCEEDING OR IN THE 
ALTERNATIVE TO PERMIT WITHDRAWAL OF SUSPENDED FILING 


(Issued July 7, 1961) 


W. B. Osborn, Jr. (Operator), et. al. (Osborn), has heretofore tendered for 
filing in the above-designated proceeding a proposed increased rate as contained 
in its FPC Gas Rate Schedule No. 10.1 Said increased rate is in excess of the 
applicable area price level as set forth in the Commission’s Statement of General 
Policy No. 61-1, issued September 28, 1960, 24 FPC 818. On April 28, 1961, the 
Commission by order suspended the effectiveness of the increased rate until 
October 1, 1961, and thereafter until such time as it is made effective in the man- 
ner prescribed by the Natural Gas Act. 

On May 25, 1961, Osborn filed a motion herein requesting the Commission to 
set aside its order of April 28, 1961, insofar as it applies to Osborn and to termi- 
nate the suspension proceeding. In the alternative, Osborn requests that it be 
permitted to withdraw the rate schedule filing in this proceeding. In support of 
its motion, Osborn states that the rate schedule filed in this proceeding is not a 
change in rate level inasmuch as the rate level contained in the filing herein had 
previously been accepted for filing as Supplement No. 27 to Osborn’s FPC Gas 
Rate Schedule No. 2 and similar filings listed in footnote No. 1 herein. 


1 Supersedes FPC Gas Rate Schedules No. 2 of W. B 


. Osborn, Jr., Charlotte Osborn 
Barrett and Betty Osborn Biedenharn, and FPC Gas Rate Schedules No. 4 of Jewel Osborn 


and W. B. Osborn, Jr., Executor of the Estate of W. B. Osborn, Sr. 
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To permit the withdrawal of the filing in this proceeding would bar the Com- 
mission from determining, under Section 4 of the Natural Gas Act, the justness 
and reasonableness of the rate contained therein, and would be contrary to the 
public interest. In any hearing in this proceeding, Osborn will have the burden 
of proof to show that the increased rate is just and reasonable, as required by 
Section 4(e) of the Natural Gas Act. 

The proceeding in Docket No. RI61-478 is not applicable to the deep reserves 
dedicated to the contract designated as Osborn’s FPC Gas Rate Schedule No. 10. 
Separate rate schedule and certificate filings will be required for the deep 
reserves. 


The Commission finds: 


For the reasons heretofore stated, it is in the public interest and necessary in 
the proper enforcement of the Natural Gas Act, that Osborn’s motion should be 
denied. 


The Commission orders: 


Osborn’s motion tendered on May 25, 1961, in the above-designated proceeding, 
is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline, Joseph C. Swidler and Howard Morgan. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NOS. G-1116 
AND G—2506 


ORDER DENYING MOTION FOR STAYS 
(Issued July 7, 1961) 


On June 19, 1961, Panhandle Eastern Pipe Line Company (Panhandle) filed 
a motion for stays’? of the Commission’s Opinion No. 269-A and Opinion No. 
244 pending final orders on the company’s applications for rehearing and in- 
tended judicial review if rehearing is denied. Thereafter, on June 26, 1961, our 
orders denying rehearing of Opinion No. 269-A and Opinion No. 344 were issued, 
25 FPC 1214 and 1215. 

Alternatively, Panhandle requests that, should the Commission desire that it 
make filings of recomputed cost of service, rates and computations of refunds 
as required by Paragraphs (B) and (C) of the Commission’s opinions and 
orders issued in the above-designated proceedings on April 27, 1961, the Com- 
mission, nevertheless, stay the effectiveness of the schedules of rates required 
to be filed and the making of the companion refunds pending conclusion of 
judicial review. 

Upon consideration of all the facts and circumstances in these proceedings, 
it appears that Panhandle’s motion for stays of our orders is premature. This 
is particularly true in view of the procedure set forth in our orders, i.e., an- 
nouncing our decision on the principles and methods to be followed in computing 
the amounts of excess charges in advance of our final approval of the specific 
refunds. The public interest in receiving refunds of excess charges at the 
earliest practicable date following the Commission’s final determinations re- 


1Panhandle’s motion for stays was filed jointly in both Dockets Nos. G—1116 and 
G—2506, although there has been no consolidation of these proceedings. 
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quires that the reduced rates and the amounts of refunds of excess charges be 
determined in accordance with our orders and without the delay which would 
result from granting the requested stays. 

Under the requirements of paragraphs (B) and (C) of our said orders, no 
actual refund payments may be required of Panhandle until after the Commis- 
sion has given consideration to the cost service, allocations, rates and com- 
putations of refunds submitted by the Company, and also until consideration has 
likewise been given to any objections thereto filed by any party to this proceed- 
ing which will be due on or before August 25, 1961, in accordance with para- 
graph (E) of our said order. It is contemplated that subsequently we will 
issue an order in which the actual determination of the amounts of the refunds 
will be made and the time fixed within which Panhandle may be required to 
make the refunds. Under this procedure there will be ample time after such 
order may be issued for us to consider any motion Panhandle may wish to file 
renewing its request for a stay prior to the date upon which any actual refunds 
may be ordered by us. 

On June 29, 1961, and June 30, 1961, Michigan Consolidated Gas Company 
and the City of Detroit, Michigan, respectively, filed answers in opposition to 
Panhandle’s motion for stays. 


The Commission finds: 


Good cause has not been shown at this time for granting the stays of the 
orders issued with Opinion No. 269-A and Opinion No. 344 on April 27, 1961, 
as requested by Panhandle’s motion filed herein on June 19, 1961. 


The Commission orders: 


The aforementioned motion for stays of the orders issued with Opinion No. 
269-A and Opinion No. 344 on April 27, 1961, is denied without prejudice to its 
renewal after the Commission’s determination of the amounts of refunds of 
excess charges and the fixing of the time within which Panhandle may be 
required to make such refunds. 

Commissioners Swidler and Morgan not participating. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and Joseph C. Swidler. 


MIDWESTERN GAS TRANSMISSION COMPANY, DOCKET NOS. G-18313, 
G-18314, G-18315; MICHIGAN WISCONSIN PIPE LINE COMPANY, 
DOCKET NO. G-18316 





ORDER GRANTING MOTION TO AMEND ORDER ACCOMPANYING OPINION NO. 331 
(Issued July 10, 1961) 


On May 8, 1961, Iowa Southern Utilities Company (Iowa Southern), a Dela- 
ware corporation with principal place of business at Centerville, Iowa, and 
Seymour Gas Company (Seymour Gas), an Iowa corporation formed to distribute 
gas in Seymour, Iowa, filed a joint motion requesting that the certificate issued 
October 31, 1959, to Michigan Wisconsin Pipe Line Company (Michigan Wis- 
consin) in the above-entitled proceeding by the order accompanying Opinion 
No. 331, 22 FPC 775, be amended so as to authorize Michigan Wisconsin to sell 
gas to Iowa Southern for distribution in the Town of Seymour, instead of 
authorizing, as the original order had done, Michigan Wisconsin to sell gas to 
Seymour for distribution in Seymour. 

Opinion No. 331 authorized Michigan Wisconsin to construct and operate 
certain facilities to enable it to transport and sell to existing and new customers 
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158,000 Mcf of natural gas per day which Midwestern Gas Transmission Com- 
pany was certificated to sell and deliver to Michigan Wisconsin at a point near 
Marshfield, Wisconsin. Paragraph (0) of the order accompanying Opinion 
No. 331 directed Michigan Wisconsin, pursuant to Section 7(a) of the Natural 
Gas Act, to sell natural gas to several interveners, including third-year maximum 
daily quantities of 4,577 Mcf and 739 Mcf to Iowa Southern and Seymour Gas, 
respectively. 

Exhibit A to the joint motion is a copy of Ordinance No. 74, adopted by the 
Town of Seymour on March 23, 1961, issuing to Iowa Southern a 25-year fran- 
chise to distribute natural gas in Seymour, subject to approval by the voters 
at a special election. According to a copy of the judges’ return of the special 
election held on April 27, 1961, attached to Exhibit A, the franchise was ap- 
proved by a vote of 355 to 25. 

The joint motion states that on March 20, 1961, Seymour Gas and Iowa 
Southern entered into an agreement providing, inter alia, that Seymour Gas 
would assign all its right and interest in distributing gas in Seymour to Iowa 
Southern upon approval by the Federal Power Commission of the companies’ 
request that Seymour Gas’ allocation be transferred to Iowa Southern. 

Page four of the joint motion avers: 


Iowa Southern has made a complete survey of the Town of Seymour, has 
carefully examined the testimony and exhibits offered by the Seymour Gas 
Company in applying for the allocation of gas for Seymour and hereby 
states and affirms that it adopts the testimony and exhibits offered by the 
Seymour Gas Company, that Iowa Southern has and will have funds avail- 
able to construct the natural gas system and that it has the necessary 
experience and trained personnel to operate the system. * * * 


Exhibit B attached to the joint motion is a copy of a letter dated April 11, 
1961, to Iowa Southern from Michigan Wisconsin stating that the latter has no 
objection to a transfer of Seymour Gas’ allocation to Iowa Southern and that 
Michigan Wisconsin will support an application filed with the Commission 
requesting such a transfer. The joint motion also states that Michigan Wis- 
consin has already constructed the necessary facilities to interconnect its 
facilities with the distribution system to be constructed in Seymour and 
“* * * stands ready to deliver the natural gas as ordered in Opinion No. 331.” 

Exhibit C filed with the joint motion is a resolution passed by the Town 
Council of Seymour requesting that the Federal Power Commission amend the 
order accompanying Opinion No. 331 for the purpose of transferring Seymour 
Gas’ allocation to Iowa Southern. 

It is noted that the Commission’s order issued in this proceeding on January 
11, 1961, amended paragraph (Q) of the order accompanying Opinion No. 331 
so as to grant Seymour Gas an extension of time to and including June 30, 1961, 
within which to construct and place its proposed distribution system in opera- 
tion. Although the joint motion filed by Seymour Gas and Iowa Southern does 
not request a further extension of time, it appears appropriate to extend the 
time within which Iowa Southern should construct its proposed facilities in Sey- 
mour, to the extent of being able to receive gas from Michigan Wisconsin, to 
September 1, 1961, the date on which the latter’s 1961-62 contract year will 
commence. 


The Commission finds: 


(1) In the absence of any objection, answer or protest to the joint motion 
filed herein, other than Michigan Wisconsin’s letter supporting the filing of 
such a motion, it is necessary and appropriate in carrying out the provisions of 
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the Natural Gas Act that Seymour Gas’ and Iowa Southern’s joint motion, filed 
May 8, 1961, be granted and that the Commission’s order accompanying Opinion 
No. 331 issued October 31, 1959, be amended, as hereinafter provided, to au- 
thorize Michigan Wisconsin to sell and deliver gas to Iowa Southern for resale 
in Seymour. 

(2) Since Seymour Gas no longer proposes to distribute natural gas in the 
Town of Seymour, the total third-year allocation of gas to Seymour Gas in the 
order accompanying Opinion No. 331 of 739 Mcf should be rescinded and the 
entire volume of 739 Mcf should, instead, be added to the third-year volume of 
gas which Michigan Wisconsin is authorized to sell and deliver to Iowa Southern. 


The Commission orders: 


(A) Paragraph (O) of the Commission’s order accompanying Opinion No. 331 
issued October 31, 1959, 22 FPC 775, 804, is hereby amended so as to authorize 
Michigan Wisconsin to sell and deliver an additional 739 Mcf of gas to Iowa 
Southern for resale in the Town of Seymour, thereby increasing to 5,316 Mcf 
the third-year volume of gas which Michigan Wisconsin is authorized to sell 
and deliver to Iowa Southern for rendering service in Leon, Corydon, Albia, 
Moravia, and Seymour, Iowa. 

(B) The authorization in paragraph (O), 22 FPC 804, for Michigan Wisconsin 
to sell and deliver a third-year volume of 739 Mcf to Seymour Gas Company is 
hereby rescinded and the words and figure “Seymour Gas Company—739” are 
stricken from said paragraph (O). 

(C) Paragraph (Q), 22 FPC 804, is hereby amended so as to grant Iowa 
Southern an extension of time to and including September 1, 1961, within which 
to construct and place its project in operation to the extent of being able to 
receive service from Michigan Wisconsin. 

(D) All other provisions of Opinion No. 331 and the order accompanying that 
Opinion, issued October 31, 1959, shall remain unchanged. 








CITY OF SEATTLE, WASHINGTON, PROJECT NO. 2144; AND PUBLIC 
UTILITY DISTRICT NO. 1 OF PEND OREILLE COUNTY, WASHINGTON, 
PROJECT NO. 2250 


ORDER MODIFYING AND ADOPTING PRESIDING EXAMINER’S INITIAL DECISION ISSUING 
LICENSE FOR PROJECT NO. 2144 


(Issued July 10, 1961) * 
Syllabus 





1. Attachment of condition to Seattle’s license requiring reservation of 48,000 
kilowatts from Boundary Development for PUD rejected since PUD has 
not demonstrated present or future need for such power in excess of what 
ean be produced at Box Canyon and other plants, while Seattle has shown 
need for all power produced at Boundary in addition to Box Canyon 
power it buys from PUD. P. 56. 

2. Seattle’s power to acquire by condemnation properties and rights necessary 

for Boundary Project held clear under City of Tacoma v. Taxpayers, 

P. 65. 





*Initial decision appears on P. 61. Order modified and rehearing denied by order issued 
September 6, 1961, 26 FPC 463. Affirmed PUD No. 1 of Pend Oreille County, Washington 
v. FPC (No. 16,653 decided August 30, 1962) 308 F. 2d 318 (CADC) ; cert. den. Febru- 
ary 18, 1968, 372 U.S. 908; reh. denied, 372 U.S. 956. 
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3. Commission rejects PUD’s contention that testimony and exhibits of Seattle 
witness be excluded for alleged violation of “Conflict of Interest Statutes.” 
P. 65; 69. 

4. Possibility of damage to mines and mining interest in area found relatively 

so slight as not to require refusal of license. P. 92. 

PUD’s proposed Z canyon development found financially unfeasible. P. 129. 

6. Seattle’s proposed Boundary Project is best adapted to comprehensive plan 
for improving and developing reach of Pend Oreille River between Box 
Canyon Project (Project 2042) and United States Canadian Border. 
P. 130. 

7. Commission issues license to City of Seattle under Section 4(e) of the Federal 
Power Act, and denies competing and mutually exclusive application of 


Public Utility District No. 1 of Pend Oreille County, Washington. P. 58; 
141. 


Commissioner Kline concurring. 

Richard 8S. White, William A. Helseil, Robert L. McCarty.** C. Emerson Dun- 
can, II**, and Northcutt Ely** for City of Seattle 

Clarence C. Dill, Lloyd V. Ek, Joseph Volpe, Jr., and Bennett Boskey for Public 
Utility District No. 1, of Pend Oreille County, Washington 

J. Kennard Cheadle and William A. Dawenport for Pend Oreille Mines and 
Metals Company, et al. 

Joseph B. Hobbs for the Staff of the Federal Power Commission 

Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline, Joseph C. Swidler and Howard Morgan. 

On March 10, 1961, the presiding examiner issued an initial decision in 
these proceedings granting the application of City of Seattle (Seattle) for a 
license to construct, operate, and maintain its proposed Boundary hydroelectric 
development, Project No. 2144, on the Pend Oreille River in the State of 
Washington, and denying the competing and mutually exclusive application 
of Public Utility District No. 1 of Pend Oreille County, Washington (PUD) 
for a proposed development, Project No. 2250, at Z Canyon just upstream 
from the Boundary dam site. 

Exceptions to the Examiner’s decision were filed by both applicants, by 
the intervening lead and zine mining interests (Mining Interests), and by 
the Commission’s staff. Oral argument on these exceptions was held before 
the Commission on June 8, 1961. 

Upon consideration of the evidence of record, the parties’ briefs, the examiner’s 
decision and the exceptions thereto, we are of the opinion that the examiner’s 
decision should be adopted as our own, subject, however, to such modifications 
as are provided below. 

The basic issues raised by the exceptions to the examiner’s decision and 
presented to the Commission upon oral argument may be summarized briefly 
as follows: 

1. Whether, by reason of the laws of the State of Washington, Seattle is 
unable to acquire the lands necessary for it to effect the purposes of the 
license issued to it? 


2. Whether, by reason of alleged violations of 18 U.S.C. Sections 2 and 281, 


ou 


the testimony and exhibits presented by Seattle and based on the services of 
employees of the Bureau of Reclamation must be excluded? 

3. Whether possible damage to mines and mining interests is such as to 
require denial of any application for the construction of a hydroelectric develop- 
ment in this reach of the Pend Orielle River; denial of any but a low Z Canyon 


** Appearances withdrawn by letter dated January 25, 1961. 
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development; or denial of the Boundary development without further protective 
measures? 

4. Whether the PUD’s proposed Z Canyon development is financially unfeasible 
because of a lack of a market for its power? 

Each of these issues has been developed at length on the record of these 
proceedings, and has been argued in considerable detail in the parties’ briefs 
as well as orally before both the examiner and the Commission. The examiner’s 
decision sets forth the parties’ contentions and discusses the issue and the 
relevant evidence of record with great care. We believe his conclusions with 
respect thereto are soundly reasoned and clearly stated, and deem it unnecessary 
to repeat his discussion or further elaborate on his conclusions here. 

Apart from the basic issues referred to above, the exceptions to the examiner’s 
decision raise questions with respect to certain conditions imposed upon Seattle 
as licensee which warrant further consideration by the Commission. Also, 
we are of the opinion that certain of the examiner’s formal findings and ordering 
and licensing provisions should be considered to the end of giving them greater 
clarity and consistency with accepted Commission practice, and to make them 
more conformable to the circumstances of this license. 

The examiner, at pages 96 and 97 of his decision, concludes that the license 
to be issued to Seattle should be conditioned by requiring Seattle to permit 
a revision of its contract of February 3, 1956, with the PUD for the purchase 
of power from the latter’s Box Canyon development so that the PUD might 
recapture amounts of power thereunder more nearly in conformance with its 
requirements. He also concludes that the license should be conditioned to 
require an allocation of 48,000 kilowatts from Seattle’s Boundary development 
to be available to the PUD as needed. These conditions are formalized and 
set forth in the examiner’s formal findings (119) and (120), and in Article 47 
of his licensing provisions. 

Both Seattle and the PUD take exception to these conditions. Seattle has 
taken the position throughout these proceedings that it would offer to relinquish 
essentially all of its contract rights to power from the PUD’s Box Canyon 
plant (about 48,000 kilowatts), and sell 48,000 kilowatts from Boundary to 
the PUD at cost, provided the PUD, in turn, would sell its Z Canyon lands to 
Seattle at cost. Seattle challenges the authority of the Commission to require 
it to relinquish its Box Canyon power and to reserve power from Boundary 
for the PUD, thus depriving it of an opportunity to negotiate the purchase of 
the PUD’s lands in return. The PUD, for its part, contends that the condition 
relating to revision of the Box Canyon contract is contrary to the Box Canyon 
Bond Resolution No. 372, and is impossible to perform under the terms of 
that resolution and the provision of the contract relating to its amendment. 
The PUD further contends that the reservation of 48,000 kilowatts from the 
Boundary plant is wholly inadequate to develop and meet the future needs of 
the PUD. 

An amendment of the Box Canyon contract which would reduce the payments 
thereunder from Seattle to the PUD, or which would reduce the total firm power 
available to Seattle from the PUD below the contract demand therein set forth, 
is clearly contrary to the terms of the bond resolution and the contract. The 
condition with respect thereto should therefore be eliminated from the license 
as herein issued. 

The PUD has not demonstrated on the record in these proceedings a present 
or future need for power within the County in excess of what can be produced 
at its own Box Canyon plant and its other plants. Seattle, on the other hand, has 
shown a need for all of the power to be produced at Boundary, in addition to the 
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Box Canyon power it buys from the PUD. In these circumstances, we cannot 
conclude that a condition requiring the reservation of 48,000 Kilowatts from 
Seattle’s Boundary development for the PUD is required in the public interest. 
We have therefore omitted the examiner’s Article 47 from the licensing provi- 
sions set forth below. 

The examiner would also require as a condition of the license to Seattle, the 
installation in the dam of low level outlets to permit evacuation of the reservoir. 
This condition is discussed at page 97 of his decision, where the examiner speci- 
fies that there should be four such outlets “8.75 feet by 8.75 feet at elevations 1750 
feet above sea level, or such other suitable type of low-level outlet works for 
reservoir evacuation as may be determined by further investigation and design.” 
Seattle has indicated its willingness to include such low level outlets in its 
Boundary dam, and the condition as so stated by the examiner constitutes a 
reasonable measure to minimize any possible danger of loss or damage to the 
mineral resources of the Metaline Mining District. Both Seattle and the Mining 
Interests, however, in their exceptions, note an apparent inconsistency between 
the condition as described in the body of the examiner’s decision at page 130 infra, 
and as found in paragraph (A) (ii) and Article 42 of his ordering and licensing 
provisions. To eliminate any possible misunderstanding or ambiguity, we have 
revised the language of the description of project works and of the license condi- 
tion in paragraph (B) (ii) and Article 44 of the ordering and licensing provisions 
set forth below. 

The exceptions of the Mining Interests question whether Seattle could be 
required to evacuate the reservoir in an emergency. They also question whether 
the license requires Seattle to take protective measures to assure the watertight- 
ness of the reservoir, or to make provision for the protection of existing mine 
facilities located in the reservoir. Articles 42 and 48 of the licensing provisions 
set forth below require Seattle to relocate or modify existing mining facilities 
located in the reservoir and to take appropriate measures to assure the water- 
tightness of the reservoir. Under Article 43, the Commission has continuing 
authority to require whatever measures are appropriate to assure the sealing 
of the reservoir, including the evacuation of the reservoir in the unlikely event 
of an emergency arising from the flow of river water into the mines. 

The creation of a buffer zone between any future mining developments and the 
reservoir, extending 200 feet horizontal measurement from the high-water level 
of the reservoir between the Boundary dam site and Metaline Falls, further 
assures the protection of the mines and emphasizes the unlikelihood of any 
danger from the construction of the Boundary development under this license. 
The provision for this buffer zone is found in the amendment of the examiner’s 
finding (121) and in the Article 37 revision hereinafter set forth. 

In addition to the modifications of the examiner’s decision referred to above, 
we have for the sake of clarity and consistency modified the language of his 
findings (99) and (115) ; eliminated the exhibit references and otherwise simpli- 
fied and shortened the description of the project and project works as contained 
in the order; substituted Articles 37 and 38 as set forth below for the examiner’s 
Articles 37 and 41, so as to require filing of Exhibits F, J, K, L and M for the 
Composite development herein licensed within six months from the effective date 
of this license ; and revised Article 32. 





The Commission finds: 


(1) Consistent with the foregoing, and with the modifications in his formal 
findings and ordering provisions as set forth below, the examiner’s decision 
should be adopted as the decision of the Commission as of the date of issuance 
of this order. 
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(2) Except as herein granted, the exceptions to the examiner’s decision should 
be denied. 

(3) The examiner’s formal findings correspondingly numbered in his decision 
should be modified as follows: 

(99) Strike “as hereinafter provided” at the end of the finding, and insert a 
period after “conditions”. 

(115) Strike “Exhibits F and K” and insert “Exhibits F, J, K, Land M”. 

(119) Strike. 

(120) Strike. 

(121) Substitute: “Lands downstream from Metaline Falls and within 200 
feet horizontal measurement from the high-water level of the reservoir author- 
ized herein should be part of the project area to provide a buffer zone.” 

(4) Seattle is a municipality within the meaning of Section 3(7) of the Act, 
and has submitted satisfactory evidence of compliance with the requirements of 
all applicable state laws insofar as necessary to effect the purposes of a license 
for Project No. 2144. 

(5) The ordering paragraphs and licensing provisions set forth below should 
be substituted for those contained in the examiner’s decision. 


The Commission orders: 


(A) Consistent with the foregoing, and as herein modified, the examiner’s 
decision issuing a license to Seattle for Project No. 2144 is hereby adopted as the 
decision of the Commission as of the date of issuance of this order. 

(B) This license is issued to the City of Seattle (hereinafter referred to as 
the Licensee) under Section 4(e) of the Federal Power Act for a period of 50 
years, effective as of the first day of the month in which the acknowledgment of 
acceptance thereof is filed with the Commission by the City of Seattle, for the 
construction, operation, and maintenance of the Composite development of 
Project No. 2144, to be known as the Boundary Project, on the Pend Oreille 
River and its tributaries, Washington, affecting navigable waters of the United 
States and the interest of interstate or foreign commerce and lands of the 
United States within and outside of Colville National Forest, subject to the 
terms and conditions of the Act which is incorporated by reference as part of 
this license, and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the Act. 

(i) The proposed project consists of : 

All lands constituting the project area and enclosed by the project boundary 
or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the Applicant or by the United States; 
such project area and project boundary being shown and described by certain 
exhibits which are to be filed as hereinafter provided. 

(ii) All project works consisting of an arch concrete dam, approximately 385 
feet high creating a reservoir about 17.4 miles long having its normal water 
surface at elevation 1990 and a total storage of 94,000 acre-feet of which 42,000 
acre-feet would be usable; a spillway or spillways, having a total discharge 
capacity of not less than 360,000 cfs; low-level outlets in the dam for emergency 
evacuation of the reservoir; an underground powerhouse with penstocks and a 
tailrace and with six 90,000 kilowatt units totalling 540,000 kilowatts initially 
with provision for three additional future units; a substation; and appurtenant 
facilities, the location and description of which will be more specifically shown 
and described by exhibits which are to be filed as hereinafter provided. 

(iii) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
















FEDERAL POWER COMMISSION 59 


including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, 
if and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

(C) This license is also subject to the terms and conditions set forth in Form 
L-6, December 15, 1953, (16 F.P.C. 1121) entitled “Terms and Conditions of 
License For Unconstructed Major Project Affecting Navigable Waters and Lands 
of the United States”, which terms and conditions, designated as Articles 1 
through 27, are attached hereto and made a part hereof, except for Articles 9, 
15, 16, 17, 23 and 24 thereof; and subject to the following special conditions 
set forth herein as additional articles: 

Article 28. The Licensee shall commence construction of the Composite de- 
velopment, Project No. 2144, within one year of the effective date of this license; 
shall thereafter in good faith and with due diligence prosecute such construction ; 
and shall complete the project and place it in operation within six years from 
the effective date of this license. 

Article 29. The Licensee shall not make any claim under the authority of this 
license against the United States or any water users’ organization claiming 
through the United States for any damage resulting from any future depletion in 
the flow of the waters of the Clark Fork and its tributaries for the irrigation of 
lands and other beneficial consumptive uses. 

Article 30. The Licensee shall cooperate with the Forest Service in the study 
and preparation of a recreation public-use plan for national forest lands 
adjacent to the reservoir; and shall cooperate with the Washington State Parks 
and Recreation Commission and the National Park Service in a study of areas 
of lands bordering the reservoir outside of the national forest boundaries. 

Article 31. The Licensee shall cooperate with the U.S. Fish and Wildlife 
Service, Washington Department of Game, and Washington Department of 
Fisheries to assure adequate protection of fish and wildlife resources. 

Article 32. The Licensee shall construct, maintain and operate such protective 
devices and shall comply with such reasonable modifications of the project 
structures and operation in the interest of fish and wildlife resources, provided 
that such modifications shall be reasonably consistent with the primary purpose 
of the project, as may be prescribed hereafter by the Commission upon its own 
motion or upon recommendation of the Secretary of the Interior, Washington 
Department of Fisheries and Washington Department of Game after notice and 
opportunity for hearing and upon a finding that such modifications are necessary 
and desirable and consistent with the provisions of the Act: Provided further, 
That subsequent to approval of the final design drawings prior to commence- 
ment of construction no modification of project structures in the interest of fish 
and wildlife resources which involve a change in the location, height or main 
structure of a dam, or the addition of or changes in outlets at or through a dam, 
or a major change in generating units, or a rearrangement or relocation of a 
powerhouse, or major changes in a spillway structure shall be required. 

Article 33. The Licensee shall, prior to impounding water, clear all lands in 
the bottoms and margins of reservoirs up to high-water level, shall clear and 
keep clear to an adequate width lands of the United States along open conduits, 
and shall dispose of all temporary structures, unused timber, brush, refuse, or 
imflammable material resulting from the clearing of the lands or from con- 
struction and maintenance of the project works. In addition, all trees along the 
margins of reservoirs which may die from operation of the reservoir shall be 
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removed. The clearing of the lands and the disposal of the material shall be 
done with due diligence and to the satisfaction of the authorized representative 
of the Commission. 

Article 34. The Livensee shall notify the Washington State University 
(formerly State College of Washington) of the proposed construction of the 
project and of the extent of its reservoir area so that that University may negoti- 
ate with the Licensee for the purpose of undertaking archeological surveys and 
excavations to be financed by the Licensee in an amount not to exceed $5,000 
prior to construction and flooding of the reservoir area. 

Article 35. The Licensee shall pay to the United States the following annual 
charges. 

For the purpose of reimbursing the United States for the costs of administra- 
tion of Part I of the Act, a reasonable annual charge in accordance with the 
provisions of Part 11 of the Commission’s regulations. The authorized installed 
capacity for such purpose is 720,000 horsepower. 

Article 36. The Commission reserves the right to determine at a later date 
annual charges for the purpose of recompensing the United States for the use, 
occupancy, and enjoyment of its lands. 

Article 37. The Licensee shall, within six months from the effective date of 
this license, file with the Commission Exhibits F, J and K showing the final 
project boundary in accordance with the Commission’s Rules and Regulations 
which project boundary except in the vicinity of the dam and powerhouse and 
except upstream from Metaline Falls shall be 200 feet horizontal measurement 
from the high-water level of the reservoir. 

Article 38. The Licensee shall, within six months from the effective date of 
this license, file with the Commission Exhibit L-General Design Drawings, and 
Exhibit M-General Descriptions of Mechanical, Electrical and Transmission 
Equipment, for the project works, and the Licensee shall not start construction 
of the project works until the Commission has approved such exhibits. 

Article 39. The Commission reserves the right to determine at a latter date 
what transmission lines shall be included in this license as part of the project 
works. 

Article 40. The Licensee shall at such times as the Commission may direct 
and to the extent that it is economically feasible to do so, and after notice and 
opportunity for hearing, install additional units in the power plant. 

Article 41. The final design of the spillway(s) shall be based on model tests. 

Article 42. Prior te raising the water level of the Boundary reservoir, the 
Licensee shall at its own cost relocate or make such modifications in mining 
facilities in the reservoir as may be necessary or appropriate for safe operation 
of the then existing mines. 

Article 43. The Licensee shall take appropriate measures to assure the 
watertightness of the reservoir, and the Commission reserves the right to require 
the Licensee to take such measures both prior to and after the initial filling of 
the reservoir. 

Article 44. The Licensee shall make provision in the dam for four low-level 
outlets 8.75 feet by 8.75 feet at elevations 1750 feet above sea level, or such other 
suitable type of low level outlet works for reservoir evacuation as may be 
approved by the Commission. 

Article 45. The Licensee shall make available to Pend Oreille Mines and 
Metals Company an amount of electric capacity and energy at Metaline Falls 
equal to that generated by the existing Metaline Falls Project No. 1393 at rates 
to be fixed by duly constituted authority. 
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Article 46. The Boundary Project shall be coordinated with the U.S. Colum- 
bia River system and/or other entities so as to achieve maximum feasible co- 
ordination benefits, provided that, there be an equitable sharing of the benefits 
resulting from such coordination. 

Article 47. Within ninety (90) days after the license for the Boundary Proj- 
ect becomes effective, Licensee shall install and maintain adequate gaging sta- 
tions in and along Pend Oreille River and make such other investigations as 
required to establish water surface profiles for various flow conditions for the 
Pend Oreille River between Box Canyon and the International Boundary. 

Article 48—The Licensee shall within two years from the time Boundary 
Project is placed in operation, enter into an agreement with Public Utility 
District No. 1 of Pend Oreille County to compensate the PUD for enroachment 
on the Box Canyon Project No. 2042. In the event no satisfactory agreement 
is concluded by such time, then upon application by the PUD the Commission 
shall fix and determine the compensation to be made by the Licensee to the 
PUD for such encroachment after notice and opportunity for a hearing. 

(D) This order shall become final 30 days from the date of issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this license. In acknowledgment of the acceptance of this license, 
it shall be signed for the licensee and returned to the Commission within 60 days 
from the date of issuance of this order. 

(E) The application of the PUD for a license for Project No. 2250 is hereby 
denied. 

(F) The exceptions to the examiner’s decision, except as herein granted, are 
hereby denied. 

Commissioner Kline concurring, except that he would affirm the examiner in 
the reservation of 48,000 kilowatts from the Boundary development to meet the 
future needs of Public Utility District No. 1 of Pend Oreille County, Washington. 


DECISION 


UPON APPLICATIONS FOR A LICENSE FOR A HYDROELECTRIC PROJECT 
(Issued March 10, 1961) 


Marsu, Presiding Examiner: These proceedings are upon the mutually exclu- 
sive applications filed by two public power municipalities of the State of Wash- 
ington for a license, pursuant to the provisions of the Federal Power Act, for 
the construction of a hydroelectric project to develop the water power potential 
of the Pend Oreille River between the existing Box Canyon Project (Project 
No. 2042) and the Canadian border, in the State of Washington. The applicants 
are the City of Seattle (City or Seattle) which proposes the immediate construc- 
tion of a project to elevation 1990 at the Boundary site, located at a point one 
mile south of the Inernational Boundary (Project No. 2144), and Public Utility 
District No. 1 of Pend Oreille County, Washington (PUD) which proposes the 
immediate construction of-a project consisting of a dam to elevation 1885 and 
other power facilities at what is known as the Z Canyon site located about two 
miles south of the International Boundary (Project No. 2250). 

Pend Oreille Mines and Metals Company, Grandview Mines, Incorporated, The 
Bunker Hill Company, Day Mines, Incorporated, Metaline Contact Mines, Meta- 
line Mining & Leasing Company and Metaline and Pine Creek Consolidated 
Mining Company, (the Mining Interests) corporations presently owning and 
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working lead and zinc properties in areas immediately adjacent to the river in 
the stretch of the Pend Oreille referred to above, filed petitions to intervene and 
were permitted, by the Commission, to participate as interveners in the proceed- 
ing. Pursuant to the order of the Commission issued October 20, 1958, con- 
solidating the proceedings in Project No. 2144 and Project No. 2250 and the 
order issued November 26, 1958, postponing the hearing date the matter came 
on for hearing, with the undersigned hearing examiner presiding, on January 
19, 1959. Sessions of hearing were held thereafter from time to time concluding 
on February 23, 1960. During the course of the hearing all parties and par- 
ticipants desiring to do so were afforded an opportunity to present evidence and 
cross examine witnesses. The record for consideration herein consists of a 
transcript of 17,301 pages, 530 physical exhibits and a large number of other 
documents received by reference and officially noticed. 

Since the conclusion of the hearing briefs have been filed and oral argument 
had before the Presiding Examiner. 


HISTORY OF THE PROCEEDING 


A brief statement of the more important filings with, and actions by, the 
Commission preceding the convening of the hearing on January 19, 1959, follows: 

On October 30, 1953, the City of Seattle filed with this Commission an applica- 
tion for a preliminary permit for a major hydroelectric development designated 
the Boundary Project (Project No. 2144) to be located on the Pend Oreille 
River in Pend Oreille County, Washington about one mile south of and upstream 
from the United States-Canadian border (34th Annual Report—1954, p. 46). 
A preliminary permit was issued to the City of Seattle on August 30, 1954, for a 
period of three years effective as of August 1, 1954. 

On July 17, 1957, PUD offered to the Federal Power Commission for filing 
an application for a license for construction of a dam and power plant at the 
Z Canyon site, but the Secretary of the Commission rejected such application 
for the reason that the City then held a preliminary permit as above described. 

On July 29, 1957, the City filed an application for a license for the construc- 
tion and operation of the Boundary Project. 

On August 27, 1957, PUD filed a petition to intervene in Project No. 2144 
together with an alternate plan for a dam and power plant at the Z Canyon 
site. On October 9, 1957, a joint petition to intervene in Project No. 2144 was 
filed by the Mining Interests named above. Promptly thereafter the Commis- 
sion issued orders permitting the intervention of PUD (October 7, 1957) and 
the Mining Interests (November 26, 1957). 

On September 5, 1958, PUD filed a “revised” application for a major license 
to construct and operate a hydroelectric project at the Z Canyon site (Project 
No. 2250). On October 22, 1958, there was issued the order consolidating the 
proceedings in Project No. 2144 and Project No. 2250 and fixing a date for the 
hearing thereon. 

On November 7, 1958, a joint petition to intervene in Project No. 2250 was 
filed by the Mining Interests and on November 12, 1958, a similar petition was 
filed by the City. Both such petitions were granted by order issued December 
19, 1958. 

On December 1, 1958, PUD filed a motion to dismiss Seattle’s application in 
Project No. 2144 and on January 2, 1959, the Commission deferred action on 
such motion. 
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THE ISSUE 


The basic issue in this proceeding is reflected in the provisions of the Federal 
Power Act and may be stated in substance as follows: 

Whether either, and if so which, of the developments proposed by the appli- 
cants is best adapted to a comprehensive plan for improving or developing the 
water resources of the region for the use and benefit of interstate or foreign 
commerce, for the improvement and utilization of water power development and 
for other beneficial public uses, including recreational purposes. 

Subsidiary issues will be disclosed at appropriate points in the decision. 


JURISDICTION 


What is referred to in this record as the Pend Oreille River is that portion 
of the Clark Fork—Pend Oreille River system which flows from Pend Oreille 
Lake at Albeni Falls in western Idaho (in which lake the waters of the Clark 
Fork River and its tributaries are impounded), out of the State of Idaho, 
through the northeast corner of the State of Washington and into British 
Columbia, Canada. Shortly, thereafter, the stream turns abruptly west and 
flows approximately fifteen miles, where it joins with, and becomes a part of 
the Columbia River. As a constituent of the latter, the waters of the Clark 
Fork and Pend Oreille reenter the United States downstream from the con- 
fluence and ultimately flow into the Pacific Ocean. Thus, the Pend Oreille 
River is not only an interstate but an international stream. 

Evidence adduced by the City shows that there was for a number of years 
navigation by commercial traffic on the Pend Oreille River between Albeni Falls, 
Idaho and Metaline Falls, Washington, and that the use of the river for small 
boat traffic and for rafting logs has continued down to the present day. 

The reach of the Pend Oreille between Lake Pend Oreille, Idaho and Metaline 
Falls, Washington has consistently been found by Congress and the Army’s Corps 
of Engineers to be and they have treated it as a navigable water of the United 
States. Similarly, it has been found to be and treated by this Commission as 
a navigable water of the United States in connection with applications for, and 
licenses issued, including licenses issued to Pend Oreille Mines and Metals 
Company for Project No. 1893 and a license issued to Public Utility District 
No. 1 of Pend Oreille County, Washington for Project No. 2042 at Box Canyon. 

Thus, the evidence shows, and it appears to be conceded by all of the partici- 
pants in the proceeding, that the Pend Oreille River in the reach between the 
Box Canyon Project and the International Boundary is a navigable water of 
the United States within the purview of the Federal Power Act; and that the 
construction and operation of either of the proposed projects would affect the 
navigable capacity of the Pend Oreille and Columbia Rivers. In addition, either 
of them would affect lands of the United States, some of which are within the 
Colville National Forest. 


MOTIONS TO DISMISS 


On December 1, 1958, PUD filed with the Commission a motion to dismiss the 
application of the City of Seattle on the grounds that the laws of the State 
of Washington prohibit the use by the city of eminent domain for the purpose 
of acquiring needed property. On January 2, 1959, the Commission issued an 
order in which it found it appropriate and in the public interest that action on 
the motion to dismiss be deferred until after the hearing and at such time as 
these matters are considered on the merits. At the conclusion of the presenta- 
tion of the City’s evidence in support of the engineering and economic feasibility 
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of its proposed project, the PUD moved that the City’s application herein be 
dismissed upon the following grounds: 

1. The inadequacy of the showing made by the Applicant, the City of Seattle. 

2. The inability of the City of Seattle to acquire the lands necessary for the 
development proposed by that Applicant, as contended in the motion to dismiss 
filed on December 1, 1958, referred to above. 

8. The disqualification of a City witness as more particularly hereinafter 
described. 

Ruling on that motion was deferred by the Presiding Examiner. 

Subsequently, Staff counsel requested that PUD’s motion to dismiss be im- 
mediately referred to the Commission for its consideration and disposition and 
such motion was granted. Thereupon the City requested permission to present 
additional evidence. That request being denied, the City moved to dismiss 
PUD’s application upon grounds which need not be enumerated here. Where- 
upon the motion of the PUD and the countermotion of the City of Seattle were 
transmitted to the Commission for its consideration. The Commission did not, 
however, act upon those motions but, instead, returned them to the Presiding 
Examiner to be ruled upon as a part of his initial decision. 

The PUD now insists that the application of the City should be dismissed or 
denied for the following reasons: 

1. The City under the laws of the State of Washington has been, is now and 
will continue to be unable to comply with Section 9(b) of the Federal Power 
Act. 

2. The City has flagrantly violated the Conflict of Interest statutes. 

3. The City has failed to comply with the directive of the preliminary permit 
either by showing that the Boundary Project will not damage the mining facili- 


ties and mineral resources of the area or by proposing plans or estimates for cost 
of remedial measures for protection of mine facilities and resources. 

The first two of these grounds for dismissal should be disposed of before 
proceeding to the merits of the controversy. 


Inability to Compl, ~ ‘th Act 


Section 9(b) of the Federal Power Act provides that each applicant for a 
license under the Act shall submit to the Commission : 

Satisfactory evidence that the applicant has complied with the require- 
ments of the laws of the State or States within which the proposed project 
is to be located with respect to bed and banks and to the appropriation, 
diversion, and use of water for power purposes and with respect to the right 
to engage in the business of developing, transmitting, and distributing power, 
and in any other business necessary to effect the purposes of a license under 
this Act. 

Section 35.84.30 of the Revised Code of Washington (1951) provides that: 


LIMITATION ON RIGHT OF EMINENT DOMAIN 


Overy city or town owning its own electric power and light plant may exercise 
the power of eminent domain as provided by law for the condemnation of 
private property for any of the corporate uses or purposes of the city or 
town: Provided, That no city or town shall acquire, by purchase or condem- 
nation, any publicly or privately owned electric power and light plant or 
electric system located in any other city or town except with the approval 
of a majority of the qualified electors of the city or town in which the prop- 
erty to be acquired is situated; nor shall any city or town acquire by con- 
demnation the electric power and light plant or electric system, or any part 
thereof, belonging to or owned or operated by any municipal corporation, 





FEDERAL POWER COMMISSION 65 


mutual, nonprofit, or cooperative association or organization, or by a public 
utility district. (Emphasis supplied.) 


The evidence shows that certain portions of the bed and banks of the Pend 
Oreille River owned by the PUD are indispensable to construction of the City’s 
proposed Boundary Project. 

However, PUD’s motion to dismiss alleges that the Commissioners of the 
District have determined that they will not submit to an election the question 
of a sale to the City of Seattle of the PUD’s properties in the “bed and banks” 
of the Pend Oreille River. The City does not propose to acquire these prop- 
erties by condemnation but rather through purchase by negotiation. But, it 
seems clear that under the circumstances as they now exist, the acquisition of 
those properties without resort to condemnation proceedings is impossible of 
performance. 

The properties in question were purchased by the PUD on April 24, 1953, 
from the Hugh L. Cooper Estate. In 1952 when the PUD was beginning the 
building of the Box Canyon Dam, it was found necessary to secure the shore 
lands from Box Canyon up the river about two miles to the Town of Ione. The 
PUD learned that certain of these properties were owned by the Estate of 
Hugh L. Cooper. The estate was willing to sell the entire properties which in- 
cluded, in addition to the tracts above Box Canyon, the shore lands on both 
sides of the river and the bed of the river down to and including the dam site 
at Boundary. The PUD then proceeded to purchase the entire properties belong- 
ing to the Cooper estate consisting of 190 acres of land more or less at the Z 
Canyon Dam site, the right to maintain a gaging station below Z Canyon, all 
the flowage rights and water rights, and all the shore lands along the Pend 
Oreille River above Z Canyon to and above Box Canyon. 

The properties with which we are here concerned do not include any which 
were or are now being used in connection with the PUD’s Box Canyon Project. 
On the other hand, they are also indispensable to the construction of either of 
PUD’s alternative projects in the event that a license or licenses are issued 
therefor. There is, however, no evidence that such properties are otherwise 
important, necessary or useful as parts of the PUD’s electric power and light 
plant or electric system. 

The City, in its reply to these contentions denies that the statute of the State 
of Washington referred to above would prohibit the City from condemning the 
properties and rights involved; that such properties do not constitute a part of 
the electrical power and light system owned by the PUD but are instead surplus 
properties, properties not used nor, within the foreseeable future, useful for the 
purposes of electric service to PUD’s consumers. 

It is clear that if Seattle does not receive a license for its proposed project the 
question here presented would then be moot. If the City should receive such a 
license, its power to acquire the properties in question is equally clear. City 
of Tacoma v. Taxpayers, 357 U.S. 320. 

PUD’s motion to dismiss the City’s application in Project No. 2144 because 
of that Applicant’s inability to comply with the requirements of Section 9(b) of 
the Federal Power Act is, therefore, denied. 


Violation of “Conflict of Interest Statutes” 
Title 18, U.S.C., Section 2 provides : 
Principals 


(a) Whoever commits an offense against the United States, or aids, abets, 
counsels, commands, induces, or procures its commission, is a principal. 
693-488—64——7 
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(b) Whoever causes an act to be done, which if directly performed by him 
would be an offense against the United States, is also a principal and punish- 
able as such. June 25, 1948, c. 645, 62 Stat. 684. 

Title 18 U.S.C., Section 281, provides : 

Whoever, being a Member of or Delegate to Congress, or a Resident 
Commissioner, either before or after he has qualified, or the head of a 
department, or other officer or employee of the United States or any de- 
partment or agency thereof, directly or indirectly receives or agrees to 
receive, any compensation for any services rendered or to be rendered, either 
by himself or another, in relation to any proceeding, contract, claim, con- 
troversy, charge, accusation, arrest, or other matter in which the United 
States is a party or directly or indirectly interested, before any department, 
agency, court martial, officer, or any civil, military, or naval commission, 
shall be fined not more than $10,000 or imprisoned not more than two years, 
or both; and shall be incapable of holding any office or honor, trust, or profit 
under the United States. 


Before the introduction of any evidence but based upon previously served 
prepared testimony, counsel for the PUD announced the intent to object to and 
to move in the course of the hearing to strike all testimony which might be 
offered by the City which was based upon any work or assistance rendered to 
that applicant in connection with the preparation, or in support, of its applica- 
tion herein by one Ireal A. Winter. Consistently therewith, from time to time 
thereafter objections to, and motions to strike, such evidence were made. Follow- 
ing preliminary voire dire by the PUD’s counsel which disclosed that while 
Winter was engaged in work on the City’s project he was still in the employ 
of the U.S. Bureau of Reclamation, counsel for PUD moved that he be dis- 
qualified as a witness and that any testimony, any exhibits, based upon work 
or studies done by him, and any advice obtained from him or in consultation with 
him, also be disqualified. Those objections were overruled and the motions 
were denied for the reasons which appear in the record of this proceeding. 
However, the Presiding Examiner permitted full inquiry, on voire dire and 
otherwise with respect to the work done and compensation received by Winter 
and all others in Federal employment who contributed to the application and 
other presentation of the City of Seattle. Many hours, and even days, of the 
hearing were devoted to this subject. As will have been noted this issue con- 
stituted one of the grounds for the motion to dismiss made by the PUD at the 
conclusion of the City’s case and was one of the issues which was returned by 
the Commission’s order of March 138, 1959, to the Presiding Examiner for 
disposition in his decision. 

The evidence discloses that for some eleven years prior to his appearance as a 
witness in this proceeding, Mr. Winter performed on an hourly basis services for 
J. L. Savage and Associates. The Savage firm was formed primarily to do 
engineering and consulting work for the City of Seattle. With minor exceptions 
the City was the firm’s only client. At least since 1947 it has rendered such 
services to the City. The firm, as of January 1959, consisted of J. L. Savage 
and John J. Hammond. Savage, before his retirement, had been Chief Design 
Engineer for the Bureau of Reclamation. From 1952 to 1955, when he too 
retired, Hammond was Chief of the Dams Branch of the Bureau. There were 
some fifteen others, including Winter, employed by the partnership who were 
at the same time in the employee of the Bureau of Reclamation. 

The record shows that Mr. Winter is an engineer of outstanding ability and 
exceptional training and experience over a period of 45 years. For some 25 
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years he has been employed by the Bureau of Reclamation, earlier as a super- 
vising mechanical engineer, and more recently as Chief of its Hydraulic Ma- 
chinery Branch. While employed by the Bureau, Winter, as a member of the 
staff of J. L. Savage and Associates, acted as design engineer for the City’s 
Ross Dam, the modernization of its Gorge Power Plant, and for its Boundary 
Project. 

Winter testified that he had worked on the Boundary Project since the spring 
of 1956. The testimony shows that with respect to this project Hammond was 
responsible for the concrete dam and surface powerhouse features of the City’s 
application and Winter for the “power features.” In more detail, the evidence 
shows that there were prepared under the direction of Winter the estimates 
of cost of the powerhouse structure and excavation, access tunnel shaft, elevator 
and cranes and also the intake structure, headgates and trash racks, power 
tunnels and penstocks, accessory electric equipment, hydraulic turbines, gov- 
ernors, butterfly valves, generators, and station equipment. 

In the work performed by J. L. Savage and Associates, some fifteen persons 
employed by Savage and at the same time by the Bureau of Reclamation were 
engaged. Ten of them worked on the power features for which Winter had 
responsibility. 

Aside from conferences, the work done by Winter was performed, during 
other than Government working hours or while on leave, and in Winter’s home, 
At least three of those whom Winter supervised in this work were at the time 
employees of the Bureau of Reclamation. Similarly, their work for the City 
was done at times other than during the hours of their Governmental employ- 
ment or while on leave and it too was done in their respective homes. While so 
employed by Savage and Associates, these men were receiving compensation from 
the Bureau of Reclamation for the services rendered the United States Govern- 
ment during the regular working hours. On occasion Winter had conferences 
with City representatives and with other Savage staff consultants including 
other employees of the Bureau of Reclamation. None of these meetings were 
held in the Bureau’s office. The initial assignment of the Boundary work 
covered a period of about three months and thereafter involved a week or two 
only occasionally. Winter testified that he devoted a total of some 200 hours 
to this work. The last compensation which he had received up to January 28, 
1959, was received in December 1958. 

As hydraulic engineers, the qualifications of Winter and Savage are most 
impressive and a mere recital of them required several pages in the transcript. 
Thus, as expert engineering witnesses they are well qualified to testify on the 
subjects on which their testimony was offered. We are not, therefore, here 
concerned with those qualifications. However, the PUD moved the examiner 
to rule that Winter be disqualified and that his disqualification include not only 
Winter’s testimony and evidence but Seattle’s entire case. This the examiner 
refused to do. 

PUD’s contentions concerning these questions have been renewed for the 
purposes of the initial decision. It seems desirable, therefore, to review briefly 
the action heretofore taken by the Presiding Examiner and te give consideration 
to what, if any, additional or different action should now be taken by him. 

It is clear that Winter and others who performed services for the City of 
Seattle in connection with the application of the latter for the Boundary Dam 
Project were, during the same period, although not at the same time, in the 
employee of and were receiving compensation from the United States Govern- 
ment and that the services to the City were services in relation to a matter 
pending before an agency of the United States. It must be conceded too that 
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strictly speaking the United States has an interest in this proceeding. Gen- 
erally the interests of the United States are revealed in the Federal Power Act. 
More specifically the Bureau of Mines of the Department of the Interior has an 
interest in the proceeding with respect to the possible damage to the mining 
resources of the area. This interest has not, however, any relationship to the 
work which Winter did for the City of Seattle. In other words, there is no 
conceivable conflict of interest here involved as those terms are used (even by 
counsel for PUD) to describe Sections 2 and 281 of Title 18 of the Criminal Code. 
Counsel for PUD seemingly concurred in that view when he said: 


The Statute, Section 281, doesn’t say anything about conflicting interests. 
Not a word in Section 281, that anything in this employment shall involve 
a conflicting interest. Not at all. 


Despite the absence of such a conflicting interest, counsel for PUD contends 
that Winter’s work for the City was a clear violation of Section 281 of Title 18 
and that the action of the City in employing him under the circumstances is a 
violation of Section 2 of that Title. That, however, does not appear to be the 
ground upon which the PUD rests its motion. If there is any authority in the 
law for the disqualification of a witness and the dismissal of his principal’s 
case because of a criminal violation (other than perjury) the PUD has failed 
to produce it. In this instance, of course, the witness had not, and has not yet, 
been charged with a violation of the law. Indeed, counsel stated in the course 
of the hearing and reiterated in his brief that “* * * in this case we are not 
concerned with whether or not a crime has been committed under the statute.” 

In his reply brief this language was explained as meaning “that here it is not 
necessary for the Commission to reach the question whether criminal conviction 
would be obtained on those violations if the case were prosecuted by the Attorney 
General. * * * the criminal aspects of the violations are not the Commission’s 
responsibility, but the violations are because of the impact they have on the case 
before the Commission.” 

In his principal brief PUD’s counsel had said “* * * our concern is with the 

expressly defined public policy which is embodied in these statutes.” 
_ It is true that Section 281 says nothing whatever of conflicting interests. It 
can hardly be doubted, however, and this conclusion is confirmed by counsel’s 
characterization of the statute, that Congress was concerned with situations in 
which there is a conflict between the activities and interests of the Federal 
employee and the Government, his employer. The contention that “The thrust 
of the statute is to prevent a Government employee from using, or appear to be 
using, the knowledge, the skills and the influence he has acquired as a public 
servant for the benefit of private parties and his own pecuniary gain, in matters 
in which the Government has an interest” is only partially correct. Neverthe- 
less, there is no evidence that aside from the City’s employment the witness 
Winter was acquainted with or otherwise related in any way with or was even 
known to any other party to, or participant in, this proceeding. Furthermore, 
there is no evidence in this record that Winter used or appeared to use in this 
instance any knowledge, skill or influence acquired as a public servant for the 
benefit of private parties and his own pecuniary gain within the contemplation 
of the statute. 

But the PUD insists that “when a case is infected, as this one is, by possible 
violations of the conflict of interest statute and the Federal Criminal Code, by 
ex parte communications, by half truths and by a brazen disregard for the 
public interest, the question is no longer the weight to be given the evidence, 
the issue is whether the integrity of the administrative process is to be preserved.” 
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Without agreeing in any way as to the accuracy of any of those charges, it 
must be repeated that counsel has shown no basis, legal or equitable, for the 
exclusion of Winter’s testimony, or the dismissal of the City’s application. 

The PUD’s motion to dismiss is, therefore, with respect to the points discussed, 
denied. 

The remaining issues raised by the motions of the City and the PUD to dismiss 
will be disposed of in the course of this decision. 


The Reach of the River Involved 


Near, and upstream of, (River Mile 0.5) the confluence of the Pend Oreille 
and the Columbia Rivers there is located the Waneta Project which is owned 
by the Consolidated Mining and Smeltering Company of British Columbia. The 
headwater elevation of this project is 1516 feet above sea level and the plant 
capacity is 180,000 kilowatts. Approximately 6%4 miles above the Waneta 
Project (at River Mile 7.0) is the so-called 7-Mile site also owned by Con- 
solidated Mining and Smeltering Company of British Columbia. Here the 
headwater elevation is 1710 feet above sea level and the plant capacity is 340,000. 
kilowatts. 

About ten miles further upstream and, as we have seen, approximately one 
mile south of the Canadian border (River Mile 17) is the Boundary site. The 
project proposed by the City at this site would have a normal headwater eleva- 
tion of 1990 feet above sea level, a normal tailwater elevation of 1729 feet above 
sea level, a capacity of 540,000 kilowatts and provision for increasing that capac- 
ity up to 810,000 kilowatts. Approximately one mile further upstream (River 
Mile 18.3) is, as has also been noted, the site of the PUD’s proposed Z Canyon 
Project. The initial development here would have a normal headwater elevation 
of 1885 feet above sea level and an installed capacity of 284,000 kilowatts. 

At River Mile 26.75, or about ten miles above the Boundary site, is Pend 
Oreille Mines and Metals Company’s Project No. 1393. A license was issued 
for this project on December 15, 1936, but with the reservation by the Commission 
of the right, power and authority to issue a license for another hydroelectric 
plant which would more completely utilize the water resources of the reach of 
the river in which this project is situated. Thereafter, new licenses have been 
issued from time to time, each of which has contained a similar reservation. 
This project would be innundated by a Boundary or High Z Canyon project. 
It would not be affected by the initial development of the Z Canyon site. 

About eight miles further upstream (River Mile 34.4) is situated the PUD’s 
Box Canyon Project No. 2042, a license for which was issued by the Commission 
on February 5, 1952. Here the headwater elevation is normally about 2030 feet 
above sea level. The tailwater elevation varies substantially, but with full load 
operation it is at 1990 feet. The installed capacity of the Box Canyon Project is 
60,000 kilowatts. 

Further on upstream, approximately 50 miles above Box Canyon and at the 
outlet of Pend Oreille Lake (River Mile 90.1) is located the Albeni Falls Project 
which is a project of the United States Corps of Engineers and which was 
completed in 1955. This is a storage project having a usable capacity of about 
1,165,000 acre feet. The normal headwater elevation here is 2062.5 feet above 
sea level. The tailwater elevation is 2030 feet above sea level and the installed 
capacity is 49,000 kilowatts. 

Still further upstream are the Noxon Rapids, Thompson Falls, Paradise, 
(a potential project), Kerr, Hungry Horse (a Bureau of Reclamation project) 
Projects, and a proposed large storage project on the north fork of the Flathead 
River under the name of the Glacier View Project. 
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Except for the Pend Oreille Mines Project No. 1393 the stretch of the river 
between the Box Canyon Project and the 7-Mile site remains undeveloped. As 
has been noted, Project No. 1393 has been licensed from time to time as a tem- 
porary development pending the comprehensive development of this reach of the 
stream. The most recent license for this project was issued on December 16, 1957. 

It is clearly the intent of the Commission that Project No. 1393 shall not 
interfere with the comprehensive development of the reach of the river with 
which we are here concerned. 

Between the normal tailwater elevation (with full load) of Box Canyon, and 
a tailwater elevation at 1727.5 feet with a flow of 30,000 cubic feet per second 
at the proposed Boundary site there is for potential development a head of about 
263 feet. Without regard to a retrogression component there would remain 
between the Boundary site and the Canadian border an undeveloped head of 
about seven feet. River retrogression was estimated to be five feet, thus leaving 
two feet of undeveloped head in this stretch of the river, and exclusive of that 
above described, in the United States. 

Natural and reservoir flood profiles of this stretch of the river, submitted by 
the City, and based upon data compiled continuously since 1912 by a U.S. 
Geological Survey gaging station located about one-half mile below the Z Canyon 
site, show the average flow of the stream to be 25,000 cubic feet per second 
while the U.S.G.S. high water appears as 94,400 cubic feet per second and low 
water as 8,020 cubic feet per second. A graph showing natural and reservoir 
flood profiles (as well as other evidence) shows a flow for what will be referred 
to herein as “the 1948 flood” of 171,300 cubic feet per second. A study of 
Columbia River regulated flows at Boundary site, using 1928-1948 stream flows 
and 1967-1968 loads and installations, concluded in March 1958 by the City of 
Seattle and Bonneville Power Administration, shows anticipated annual mean 
flow of 23,750 cubic feet per second and annual average median flows of 22,657 
cubic feet per second. 

As will more particularly hereinafter appear the applications filed herein by 
the City and the PUD are mutually exclusive, which is to say that construction 
of either the City’s Boundary development or of the PUD’s Z Canyon development 
would preclude the construction of the other. 


Damage to Mines and Mining Operations 


The water surface elevations of the Pend Oreille River at the points indicated 
were, at average flow, at U.S.G.S. high water, and for the peak of “the 1948 
flood’’, approximately those set out below: 


Water surface elevation 


Location 


Average USGS 1948 
fl high 2 flood * 


Boundary 

Z Canyon 

Slate 

Deadman’s Eddy 
Metaline Falls 


1 25,000 c.f.s. 294,400 c.f.s. 3171,300 c.f.s. 


As will later more specifically appear, the Boundary development at river mile 
17 includes a reservoir about 17% miles in length with its surface at elevation 
1990 at a flow of about 30,000 cfs. While this reservoir would extend upstream 
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to the PUD’s Box Canyon Project, it would increase the level of the stream at 
normal flows little, if any, above Metaline Falls. 

The Low Z Canyon Dam, at River Mile 18.3, would have a reservoir elevation 
of 1885 feet above sea level and the reservoir would extend upstream to the 
Slate Creek site. Thus, it would raise the river level little, if any, at Slate Creek 
and would not cover the faults and caves between the Boundary and the Z 
Canyon Dam sites. 

The Slate Creek reservoir would rise to elevation 1946 feet above sea level 
and would extend upstream to Deadman’s Eddy. The latter project would 
occasion the raising of the water level to 1985 feet above sea level and the 
reservoir would extend upstream to the Box Canyon Project. Here again, 
however, the change in elevation above Metaline Falls would not be significant. 

A High Z Canyon project would create a reservoir with normal elevation of 
1985 feet above sea level and, like Boundary, would extend upstream to the 
Box Canyon Project. Actually, its influence would be felt, normally, only below 
Metaline Falls. Such a project would be substantially the same as Boundary 
except that the pool elevation would be five feet lower and the reservoir would 
not cover the area between the Boundary and the Z Canyon sites. 

The petition to intervene filed by the Mining Interests in Project No. 2144 on 
October 9, 1957, alleged extensive ownership in mineralized lands, mine proper- 
ties, tunnels, shafts, underground workings and mills along and on both sides 
of the Pend Oreille River north of the Town of Metaline Falls in the Metaline 
Mining District; asserted that extensive mineralization owned and controlled 
by petitioners underlies the area of proposed Project No. 2144; that over 95 
percent of all known commercial ores and potential ores in the Metaline Mining 
District are located below the 1990 foot elevation; that construction of the pro- 
posed project “might” permit impounded water to enter portions or all of the 
ore horizons rendering most, if not all, of the said ore horizons unworkable; that 
if the proposed project were constructed, certain ore would become unminable, 
leakage would become uncontrollable into some mine workings, and an unknown 
amount of ore, “[i]f not the entire Metaline Mining District, below reservoir 
level would have to be abandoned.” 

Substantially similar allegations were contained in a petition to intervene in 
Project No. 2250 filed on November 7, 1958, by the Mining Interests. 

A large part of the time of the hearing was, and of the record is, related to 
the size and importance of the mineral deposits in the area and the probable 
danger to such deposits and the related mining operations which might result 
from the raising of the water of the Pend Oreille River to the levels proposed 
by the applicants. No less than 20 witnesses testified on this subject, seven for 
the City, four for the PUD, six for the Mining Interests and three for the U.S. 
Geological Survey. 

The Commission has been aware of this problem from the beginning and 
accordingly incorporated in the preliminary permit issued to the City on August 
30, 1954, a special article (Article 12) which was as follows: 


The Permittee shall make such special engineering and geological investi- 
gations as necessary to determine the damage to mining facilities and 
potential mineral resources in the vicinity of the project area which may 
result from construction of the project and if damage is apparent, prepare 
plans and estimates of costs for remedial measures for protection of mining 
facilities and resources. 


On October 19, 1954, in an order denying a petition for rehearing filed by the 
Mining Interests the Commission said: 
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It should be emphasized that under Article 12 of the preliminary permit 
for the Boundary development, the Permittee, before a license could be 
obtained, would have to make a complete showing of the effect of any pro- 
posed construction on current and potential mining operations in the 
Metaline District. 


It reasonably may be assumed, the Mining Interests contend, that a similar, 
special article would have been incorporated in any preliminary permit issued to 
the PUD in the event the PUD had applied for and obtained a preliminary permit 
in Project No. 2250. 

The Metaline Mining District has long been recognized as a proven lead and 
zine producing area and the record contains substantial evidence as to the 
measured, indicated and inferred ore therein. Estimates of indicated and in- 
ferred ore reserves are based, the record shows, upon the judgment and expe- 
rience of the person making them. 

Albert E. Weissenborn, Regional Geologist for the Northwest Region of the 
U.S. Geological Survey since 1946, and since 1951 Executive Officer in the same 
region of the Defense Minerals Exploration Administration Field Team, testified 
that from drill holes, prospect workings and the observed presence of ore minerals 
in outcrops of Metaline limestone, he had concluded that there are roughly 13,000 
acres of potential lead-zine ore-bearing ground in this area. Charles R. Hubbard, 
Supervising Mine Examination and Exploration Engineer in the Spokane field 
office of the Bureau of Mines, as well as Ira B. Joralemon, a mining engineer and 
geologist who is also Director of The Bunker Hill Company, one of the par- 
ticipating mining interests and who testified on behalf of such interests, and 
Manning W. Cox, a partner in the firm of Wisser & Cox, mining engineers and 
geologists, employed as a mining consultant to the City, and who testified on that 
Applicant’s behalf, substantially agreed with that figure. 

Mr. Weissenborn said that from his study he had concluded that there is some 
evidence of mineralization in very roughly 40 percent of the area where ore 
bodies might concur or approximately 5,200 acres. Experience by the mining 
companies, he said, shows that within the mined area each horizontal square foot 
of the Josephine horizon has produced an average of 0.64 tons of ore, and in the 
Pend Oreille mine ore production has increased in places to over 1.0 ton per 
square foot of surface area. He said: 


I think that one would be justified in saying that it is very likely that 
the Josephine horizon will produce 36 million tons of ore and it is not 


impossible that the ultimate production of the District will exceed 146 
million tons. 


These figures, he thought, give some idea of the order of magnitude of the 
potential reserves in the Josephine horizon of the Metaline District, but, he 
said, they are perhaps conservative estimates. 

Mr. Joralemon said that he had made in 1956 a careful estimate of the 
reserves of the Pend Oreille mines and had concluded that the 13,000 acres 
of potential ore-bearing rock contained more than 400 million tons of ore which 
might, in turn, contain 5,400,000 tons of lead and 6,800,000 tons of zine. He 
added that “at present prices this metal would be worth over $3,000,000,000.” 

Roger H. McConnel, Chief Geologist for The Bunker Hill Company, testifying 
on behalf of the Mining Interests, said that: 


In my opinion, largely in view of exploration and developments and 
mining done since 1947, reasonably inferred ore reserves of the Josephine 
horizon in the Metaline District are about 400,000,000 tons of ore. 
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This witness applied an assumed 0.68 tons per square foot of surface area 
and also reached an estimated 400 million tons of ore. There were other 
estimates ranging from 100 to 300 million tons of ore. 

Mr. Joralemon estimated the reserves of the Pend Orielle mine in 1956 as 
7,140,000 tons of indicated ore and 8,100,000 tons of inferred ore. The reserves 
of American Zinc Lead and Smelting Company in the Grandview mines and 
adjacent mining areas were estimated (by the President of that company) at 
7,000,000 tons of average 0.7 percent lead and 3.7 percent zinc. Reduced to 
metal content, this would represent 49,000 tons of lead and 259,000 tons of zinc. 

Mr. Cox readily conceded that the mineral reserves of the District are very 
large. In 1958 the production in the Metaline Mining District of recoverable 
lead was 8,970 tons and of zine, 18,795 tons. 

By comparison, in 1958, the lead production of the United States was 266,000 
tons, of Canada, 185,000 tons, and of Mexico, 222,000 tons, a total of 673,000 
tons. In the same year the zine production in the United States was 403,000 
tons, in Canada, 424,000 tons, and in Mexico, 247,000 tons. Lead produced in 
the District in 1958 thus represented about 3.4 percent of that of the United 
States. Similarly, the zinc production of the District represented about 4.7 
percent of that of the United States. 

The foregoing evidence is set out here not as a basis for a finding of specific 
volumes of ore reserves but simply to give some idea of their size. 

There is ample evidence, too, as to the national importance and significance 
of these mineral deposits. Lead and zinc are classified through the procedure 
established by the Stockpiling Act, Public Law 520, 79th Congress, as strategic 
or critical materials. In a letter to the Federal Power Commission dated 
July 1, 1954, with reference to the issuance of the preliminary permit, the 
Department of the Interior referred to the mineral deposits in the Metaline 
District as “one of the largest low-grade lead-zine deposits in the United States.” 

In a report made in 1947 to a subcommittee of Congress by the staffs of the 
U.S. Bureau of Mines and the U.S. Geological Survey the statement was made 
that the “two districts believed to hold most promise for making up the deficit 
due to the depletion of the Tri-State region are eastern Tennessee and north- 
eastern Washington.” 

In a report on potential hydroelectric sites dated June 28, 1949, from the Chief 
of Engineers, United States Army, to a committee of Congress, it was said that: 


Although Boundary Dam, at any of the higher elevations studied, would 
add a large block of power to the Northwest regional system at very low 
cost, it is not considered for early construction because of uncertainties 
concerning its effect on existing mines and access to the undeveloped ore 
bodies. 


The report went on to say: 


The zine and lead ores in the Metaline Falls area have become increas- 
ingly significant in recent years. Zinc ores, particularly, became critically 
searce during the war years and the large bodies explored in the valley 
about and below Metaline Falls represent one of the few remaining reserves 
in this country. They would have great strategic importance in case of war. 


Mr. Joralemon, a director of The Bunker Hill Company, “the largest bene- 
ficial owner” of mineral interests in the Metaline District, testified that: 


The lead and zinc reserves of the Metaline Mining District within a few 
years will become essential to the economic welfare of the United States 
in peace time economy. In any time of national emergency, which would 
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shut off much of our foreign supply of those metals, they would be still 
more important. The Metaline reserves are of vital importance to the nation. 


He also testified that: 


While the estimate is exceedingly approximate, there is no question but 
that the 13,000 acres outlined above are one of the greatest potential sources 
of lead and zinc in the United States. 


Mr. Hubbard described the Metaline Mining District as ‘a relatively young, 
expanding district”, and added that: 


From a national viewpoint, the strategic importance of the Metaline 
District is its capability for expansion of production in a time of emergency 
to replace the declining productivity of such former major producers as the 
Tri-State District of Missouri-Kansas-Oklahoma, and imports that may be 
terminated in time of national emergency. 


In response to a request from this Commission for its views with respect to the 
issuance of a license for Project No. 2144 or Project No. 2250, the Department 
of the Interior replied that: 


In view of the importance of the ore reserves in the Pend Oreille Mining 
District to the welfare and security of the United States, it is recommended 
that any application for license for dam construction on Pend Oreille River 
between the Box Canyon Dam and the Canadian Boundary be rejected. 


Mr. Weissenborn testified that: 


The remarkable growth of the District since 1935 (which period includes 
World War II and the Korean “Police Action’) as shown by the steep up- 
ward trend of production curves * * * indicate a young mining district 
which has not reached its full development and points to the likelihood of 
future growth despite current low metal prices. 


As pointed out by the mining interveners in their brief, in a letter written 
shortly after the issuance of the preliminary permit to the Secretary of the 
Commission, Seattle’s Superintendent of Lighting conceded that “* * * there 
are extensive mining operations and ore deposits in the reach of the Pend 
Oreille River which would be affected by the construction of a high dam at 
either Boundary or Z Canyon.” 

Counsel for Seattle appeared to recognize “that a substantial resource exists 
in the Metaline Mining District of the general order of magnitude already testi- 
fied to by Mr. Weissenborn. As to the exact location and nature of it, that 
might be something different.” 

Thus, if the evidence is persuasive that to raise the elevation of the Pend 
Oreille River from its average flow level of 1,730 feet above sea level at the 
Boundary site or 1,740 feet at the Z Canyon site would destroy or cause major 
damage to these mineral reserves or irreparably impair to any significant extent 
the production of lead and zinc from the mines in the Metaline Mining District 
under or contiguous to the resulting reservoir, it could hardly be found that 
either of such structures would constitute a project best adapted to a com- 
prehensive plan for the development of the reach of the stream with which we 
are here concerned. 

Speaking on behalf of the City, Paul J. Raver, Superintendent of Seattle City 
Light, stated repeatedly that this Applicant would not participate in any 
program for the development of power in this reach of the Pend Oreille River 
which would result in the destruction of the other resource, namely mining. 
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Faced with the requirements of Article 12 set out above, the City employed 
Wisser and Cox, a firm of mining engineers and geologists a member of which 
already had substantial knowledge of and experience in the area, to make the 
studies thought to be required thereby. The U.S. Geological Survey had made 
rather extensive studies of the Metaline Mining District. The Army engineers 
in 1947 had drilled some 20 holes in the vicinity of the Boundary Dam site on 
15 of which water pressure tests had been conducted. The Pend Oreille mines 
had drilled 11 holes, nine of which were reconditioned by the City’s geologists. 
In all, some 300 surface test holes had been drilled in the area. In addition, 
there were available to the City’s consultants maps, exploration and development 
records, operating reports and cost data developed in the course of the actual 
mining. 

The City’s geological consultants studied this data as well as that relating to 
current mine workings, the areas that had already been worked out, the history 
of water conditions in the mines and the procedures and facilities employed to 
protect such mines against damage. 

In addition, the City employed Leggette, Brashears and Graham, a firm of 
ground water experts, to make ground water studies and conduct a test well 
program. 

As a result of these studies, the City reached the conclusion that except for 
quite minor relocations of facilities, the raising of the elevation of the water 
to 1,990 feet above sea level would have no effect upon the present or future 
mines or mining operations. 

The City contends that the geologic and ground water studies which it and 
other participants in this proceeding have made, the experience and technique 
of mining and underground tunnelling and the action of American Zine in 
agreeing to the construction of Boundary, which will be referred to in more 
detail later, clearly refutes the possibility of damage to present or future mining 
resulting from the proposed reservoir. Thus, the City, purportedly pursuant 
to Article 12 of the Preliminary Permit, proposes, as the minimum amount 
of work that must be done, to close off certain raises on the west side of the 
river, put in one or probably two concrete plugs in the West Side workings, 
revise the existing pump discharge, provide for additiona) air intakes on the 
west bank, seal, underground, all old drill holes and the close-by West Side 
workings, and add a couple of air doors in permanent positions where they 
could be generally and easily closed in the event of any unforeseen emergency. 
The testimony is that these steps could be taken within a cost range from 
$50,000 to $150,900. 

The PUD appears to concur in the contention of the Mining Interests (supra, 
p. 15) that a dam at the Boundary site, resulting in a reservoir to elevation 1,990 
would seriously damage and perhaps destroy present and potential mining in the 
area. This Applicant questions vigorously the adequacy and the results of the 
studies made by the City and particularly of the ground water studies made by 
Leggette, Brashears & Graham. The PUD appears to concede that aside from 
hazards which may reside in the area between Boundary and Z Canyon and 
the five foot difference in elevation between the Boundary and High Z projects, 
the problems created by it would be substantially similar to those resulting from 
the Boundary project. This Applicant “recognized the leakage danger from a 
high dam in the Z Canyon-Boundary reach of the river to the vast mineral 
resources of the Metaline Mining District.” The PUD contends, however, that 
under the protective plan which it proposes, a Low Z Canyon reservoir would 
create no new hazards to existing mines and a minimum of hazards to future 
mine operations. The PUD’s proposal includes a program for the removal of 
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overburden and the plugging with concrete of all openings below maximum 
reservoir levels and the pumping of clay or chemical grout behind plugs. Highly 
sheared zones could be sealed with asphalt or cement grouting. On the basis 
of reconnaissance, the cost was estimated at $500,000 but it was conceded that 
it might cost double that amount. In general, the PUD said, it is believed that 
most of the small openings have been rather effectively sealed by river deposits, 
at least in the area below modern flood levels. It is contemplated that tailings 
and fine sediment would provide a fairly effective seal. In addition, the PUD 
would install a low-level release gate which would make it possible to evacuate 
the reservoir in the “unlikely event’ that raising the water level causes an 
increased flow into a mine. 

Because Z Canyon is the only project for which PUD seeks a license herein, 
the PUD’s witness recommended that the situation with respect to Slate Creek 
and Deadman’s Eddy should be given further study. 

The Mining Interests contend, however, that both the City and the PUD 
have failed to submit plans for remedial measures which are adequate for the 
protection of the mines and minerals and that such plans as have been submitted 
would jeopardize the lead-zinc mines and mineral resources of the PUD. 

Thus, is necessitated a thorough study of this issue. 

Aside from fissure veined deposits and replacement deposits along Slate Creek 
several miles northeast of the project area, the principal production of lead 
and zinc in the Metaline District has been from three mining operations: (1) the 
West Side and East Side mines of the Pend Oreille Mines and Metals Company 
whose ore bodies do not connect but whose workings are physically connected 
by a cross-cut tunnel, (2) the Grandview mine which is geographically part of 
the same ore body mined by Pend Oreille at its East Side mine and, (3) the 
Metaline mine where there have been mined three distinct and separate mineral 
deposits each in itself constituting almost a separate mine. 

It appears that mining in the Metaline District was started on a small scale 
in 1910 from the Josephine shaft which was located some 1,500 feet west of the 
river opposite Deadman’s Eddy, but this operation was discontinued in 1919. 
The shaft collar at the Josephine shaft was below or near the mean high water 
mark, about 2,500 feet above sea level. 

The earlier workings seem to have been at about elevation 2,120 feet above 
sea level. The water surface elevation of the river at Metaline Falls (River 
Mile 26.8) is, at average flow, (25,000 cfs) 1,980 feet above sea level. Later 
there were workings through another shaft called the “main shaft.” This shaft 
was sunk to elevation about 1,850-1,870 to what is called the 800 level of the 
West Side workings. That level extended in an easterly direction to the west 
edge of the river. From this point, in 1940, an incline was driven beneath the 
river from the west side in an easterly direction terminating on the east side of 
the river at approximately 1,500 feet elevation above sea level. Maps of mine 
workings show that there were extensive operations at elevations 1,500 and 1,700 
feet above sea level directly beneath and as close as 50 feet from the river. 
The West Side mines were essentially mined out and operations there were 
discontinued in 1947 or 1948. 

In the meantime, ore had been extracted from some 2,714,850 square feet or 
62.83 acres. 

There are two surface entrances to the East Side mine. One is the Pend 
Oreille incline, the “collar” of which is at elevation 2,200 feet. This incline 
extends from that point in a northeasterly direction some 6,000 feet dropping 
in that distance to a point about 860 feet above sea level. The other entry is the 
Pend Oreille truck tunnel which starts at the same elevation and by a series of 
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truck roads connects to all of the lower levels of the East Side mine. The 
mine is developed by numerous haulage levels at elevations at approximately 
900, 1,100, 1,270, 1,450, 1,700, 1,900, 2,000, 2,100 and 2,200 feet above sea level. 
Ore is produced from the 2,200 foot level down to the 1,450 foot level. The 
testimony is that from the East Side mine ore has been extracted from about 
2,848,075 square feet or 65.38 acres. As the City points out in its brief and is 
apparent from the maps of the workings, these workings actually cover a much 
larger geographical area than that. 

The Manager of the Pend Oreille mine testified that this mine could operate 
at present levels of production for from 20 to 25 years without extending the 
Pend Oreille incline below its present elevation of 900 feet above sea level. 
When and if further expansion becomes desirable, the workings will probably 
be extended in a northeasterly direction more or less on a line constituting an 
extension of the present incline. 

The Grandview mine is adjacent to the Pend Oreille East Side mine on the 
south and east. The workings of this mine are at levels which are 1,940, 2,140 
and 2,240 feet above sea level, respectively. Grandview has opened a new incline 
and new working level at about 1,805 feet above sea level. The area which has 
been and is presently being mined is not revealed directly in the record. 

The testimony is that any expansion or extension of Grandview workings 
would probably be from the end of the No. 2 incline in a northeasterly direction 
and downward to about 1,050 feet above sea level. 

A third place where mining takes place is on the west side of the river up- 
stream from Metaline Bridge. The Metaline, or Bella May, mine as this im- 
mediate area is called ranks next to the Pend Oreille and Grandview mines as 
the third substantial producer of ore in the Metaline Mining District. It should 
be noted, however, that the construction of the Boundary or High Z Canyon 
dams, at flows above 60,000 cfs, would not change the elevation of the stream 
in this area. 

Metaline Mining District has no specific definition but for county record pur- 
poses all mining claims north of Ione and within the drainage area of the Pend 
Oreille River lie within it. It is a part of a belt of lead-zinc mineralization 
which extends from the vicinity of Grand Coulee, Washington, in an easterly 
and northerly direction some 200 miles. The geological formations of the District 
with which we are here more particularly concerned are the Metaline limestone 
and Ledbetter slate formations. A thick mass of limestone, called the “Metaline 
Limestone” extends with comparatively small interruptions from south of 
Metaline Falls to beyond the Canadian border. From the southerly end of this 
area north to about Slate Creek the Metaline Limestone is covered by Ledbetter 
slate. 

The Metaline formation may be divided into (1) an upper massive limestone, 
from a few feet up to 5,000 feet in thickness, (2) a middle thinly-bedded banded 
dolomite, and (3) a lower, “platey” limestone. This limestone stands in nearly 
vertical cliffs over 500 feet in height. 

The Metaline limestone is a partly dolomitized and silicified limestone varying 
in color from light to dark gray. It is generally recrystallized to a dense to 
sugary-textured marble. 

The Ledbetter slate is a black, fine-grained carbonaceous slate, a generally 
homogeneous-appearing rock in which the individual mineral grains can rarely 
be distinguished. It is soft and has little strength, so that openings tend to 
close tightly under pressure. 

In the upper part of the Metaline limestone formation occurs the Josephine 
formation. This horizon varies in thickness from ten feet to more than 160 
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feet and it is considered the potential ore-bearing ground. Lead and zine are 
found in the Josephine formation’ in the form of lenses or pods more or less 
discontinuous, both horizontally and vertically. A single pod may be less than 
a foot thick or it may be more than 100 feet thick and may cover a horizontal 
area less than ten or more than 25,000 square feet. The Josephine horizon com- 
monly lies under a cover of Ledbetter slate. More specifically, there is a slate 
cover over the limestone in the river reach from the outcrops in the southerly 
part of Pend Oreille Mining Company’s property and Metaline Falls north to 
about Slate Creek. West of the river for about six miles south of the Canadian 
border the limestone is covered by the slate. 

Testimony sponsored by the Staff and which appears to be undisputed is that 
all known commercial-ore bodies in the district are in the upper part of the 
Metaline limestone below the Ledbetter slate and are between the State Creek 
and the Flume Creek faults. 

All of the witnesses who testified on the subject agreed that the Ledbetter 
slate has extremely low permeability. One of them described it as an imperme- 
able formation, insoluble in ground water. Another, however, insisted that 
Ledbetter slate is by no means a completely impenetrable barrier to the passage 
of water. 

There appears to be general agreement, also, that Metaline limestone as a 
whole is a rock of low permeability. Mr. Weissenborn testified that “unfractured 
limestone is a dense, massive rock and except where there are open cavities or 
fractures, water moves through it quite slowly.” 

Dr. J. Hoover Mackin, Professor of Geology at the University of Washington 
who testified on behalf of the PUD, commented on the exceptional tightness of 
the limestone considered as country rock. Water pressure tests conducted by 
the Army engineers in the vicinity of the Boundary site clearly bear out this 
opinion. Thus, it appears that if these formations were in a solid and unbroken 
state, the water which could seep through them from reservoirs such as are here 
proposed would be inconsequential. 

The City’s ground water witness, Brashears, testified that his ground water 
studies showed that the hydraulic gradient in the mineralized areas here under 
consideration is generally toward the river and the level of the water table is 
above the river level; that pumping in the mines has lowered the artesian 
pressures and in some areas of the limestone the lowered water table has 
formed a bowl-shaped depression around the entire periphery of the mines; that 
since the ground water level in the relatively impermeable rocks is higher than 
the river level, there is created a barrier between the river and the mines; and 
that there might still be a water barrier after mining begins if the cone of de- 
pression does not reach out to the river. 

Witnesses for the District, the Mining Interests and the Bureau of Mines 
held different views on the subject. The latter witnesses expressed the opinion 
that the presence of a high water table is not a barrier to the movement of water 
beyond the mound. Normally, the water-table slopes toward the river but 
artificial drainage resulting from mining creates a flow of the water from all 
other directions toward this artificial condition. Hydrologic data compiled by 
the City and interpreted by a Geological Survey witness shows that the water 
table slopes toward the river in areas distant from mining operations. The 
ground water mound, said another Survey witness, is a condition of the water 


2 Another mineralization “Yellowhead”, largely sulfides of iron and zinc, appears in the 
area. It has not yet proved to be of commercial value. 
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table resulting from inadequate drainage. It may be caused by a low 
permeability. 

Mr. William F. Guyton, a consulting ground water hydrologist, testifying for 
the City said, however, that the existence of the high piezometric surface in the 
wells is not consistent with the existence in those same areas of large inter- 
connected cavern systems with connection into the reservoir walls. If there 
were, he said, a large open tube or solution channel way between the banks of 
the proposed reservoir and the area of high piezometric surface as shown by 
wells, the tube would either (1) have to be carrying a large amount of water, or 
(2) there would be practically no hydraulic gradient along it. We can rule out 
the first alternative, he added. 

Wilbur T. Stuart, hydraulic engineer employed by the Water Resources 
Division of the U.S. Geological Survey who supervised the first large-scale in- 
vestigation of the principles which govern the flow of water into mines, testified 
in the proceeding under the sponsorship of the Commission staff. This witness 
testified that he had investigated the factors affecting movement of water to the 
mines in this district using experience and methods developed in other mined 
areas and made determinations from mathematical analyses and electric-analog 
models. Most of the water, he said, moves through the cracks, fissures, bedding 
planes, faults, fault zones and solution openings under a gravity gradient from 
higher to lower levels within the rock formations. Little water moves through 
the pores of the rock itself. 

The overall ability of a rock to pass water is known as its “permeability.” 
“Transmissibility” is the number of gallons of water that will move in one day 
under prevailing conditions through a vertical strip of the rock formation one 
foot wide extending the full saturated height of the formation when the 
hydraulic gradient is 100 percent. “Permeability” is defined as the number of 
gallons of water that will move through one square foot of the area of the 
formation in one day when the gradient is equal to one foot of loss in head per 
foot of travel. The witness determined the transmissibility of the rocks in 
the District to be about 250 gallons per day per foot. 

Stuart, comparing the permeability of the rocks in the Metaline District with 
those in other areas where he had made investigations, found that, expressed 
as a fraction, the rocks in the district have about 1/1000th of that for the lime- 
stones at Friedensville, Pa., and about 1/100th of that for the limestones at 
Eureka, Nevada. He added, however, that these calculations do not include 
areas where caves or solution development is prevalant. 

Dr. Mackin testified that: 


* * * The presence or absence of water in other openings in the limestone 
above the tube [connecting the reservoir with a mine opening], but not 
connected with it, has nothing whatever to do with what happens in this 
tube. The form of the water table, and specifically the operation of the 
water-table mound as a hydraulic barrier, simply does not apply to the 
problem of safety to the mines. * * * 


All of the witnesses who testified on the subject, including the City’s ground 
water expert, were in agreement that if there were channel ways in the rock 
extending from the reservoir to present or future mine workings and such 
channel ways were open to a considerable diameter throughout their length, 
reservoir water could move through them into such mine workings without 
respect to the elsewhere prevailing water level. 

A major earth disturbance, perhaps some millions of years ago, caused deeply 
bedded rocks to buckle into folds, the folds to break and parts of the crusts 
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to slide over other parts creating great thrust faults. Later, folding was re- 
newed, resulting in new deformation, the most striking feature of which was 
the riving of the earth’s crust into major fault blocks. At this point in geo- 
logical history much of the Metaline District was dropped relative to its margins. 
The dropped area is called a “graben.” 

The easterly boundary of the Metaline graben is what is called the Slate 
Creek Fault. This fault crosses the Pend Oreille River through the Town of 
Metaline Falls and then extends in a northeasterly direction away from the 
river. The westerly boundary is formed by the Flume Creek Fault which paral- 
lels the river on the west side beginning for our purposes some 600 feet west of 
Metaline Bridge, widening to about 1,400 feet below the confluence with Slate 
Creek and then turning northeasterly to cross the river between the Boundary 
and Z Canyon sites. A number of northeast trending faults slice the Metaline 
graben into wedges. From Metaline Bridge northward to the Canadian border 
there are at least 11 such slicing faults or groups of faults. Thus, there are 
numerous faults in the Deadman’s Eddy, Slate Creek, Lime Creek, Z Canyon 
and Boundary areas. In a number of places, particularly in the mine areas of 
the District these faults are intensely brecciated to the point that the rock is a 
mass of brecciated fragments. A “breccia” was defined as rock composed of 
angular to sub-angular fragments occurring along fault zones, which may or may 
not be tightly recemented. Unsealed breccia tends to be more permeable than 
the solid rock and when open places exist, water could enter. Fault breccia 
may be permeable, and one witness said it is generally regarded as being so. 

Several witnesses testified that they had observed open fractures in some 
of these fault zones. Two witnesses described open spaces in breccia zones in 
the Z Canyon fault. Two others observed open spaces in the breccia in the 
Lead Hill fault near the Slate Creek Dam. 

The testimony is, however, that these faults are of types which appear to 
have been formed under strong lateral compression; that “lateral compression” 
tends to weld rocks together in contrast to faults formed under tension which 
may have open cavernous zones along them. Generally, it appears, the com- 
pression seems to have sealed the brecciated areas. The City’s geological con- 
sultant who had made, perhaps, the most careful and detailed study of the area 
testified that to his knowledge there were no faults in the Metaline District 
which had been formed under tension; that with one or two possible exceptions 
all of the faults in the District were tight and welded. A witness for the District 
testified that no large open fractures are known to extend from the limestone 
vertically upward through the slate and that he did not believe that there were 
any large solution tubes travelling upward through the slate to the surface. 

Dr. Mackin said, too, that joints and breccia in the area have been sealed by 
secondary deposits and have thereby become tight. 

Dr. Howard A. Coombs, expressed the opinion that these faults were not 
great water courses, and added, “I do not regard them as potentially dangerous 
to the area.” However, there are a large number of other openings in the 
Metaline limestone. They are described as caves or caverns. Quite a large 
cave has been discovered about a mile west of the river and one-half mile south 
of the International Boundary. It is not, of course, within either the Boundary 
or Z Canyon project areas. Its unusual occurrence in nature has resulted in 
the establishment of the area in which it appears as a state park. It is in the 
Metaline formation and its entrance is roughly 2,750 feet above sea level. 
Within its length it drops 120 feet to elevation, roughly, of 2,630. This cave 


has a total length of more than 750 feet and it varies from five to twenty feet 
in width. 
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There are several, but much smaller, caves observable along the river at or 
near the water surface. Others, such as the Gardner, are found above the river 
surface. Still others are encountered from time to time in mining operations 
and are intersected by drill holes. Caves (or caverns) vary in size from the 
Gardner cave above described to openings no larger than one’s finger. 

The City’s witness testified that in his opinion these caves were formed largely 
in preglacial or interglacial time and were related to a river level much higher 
than it is now; that they were all formed below the ground water table in places 
where water could move selectively through the joints, cracks, faults and 
fissures in the rock. He expressed further the opinion that as mining has 
proceeded deeper, fewer and smaller caves have been found. Solution caves 
in the Metaline formation are not as numerous in the downstream as in the 
upstream limestone areas. 

The testimony is that the greater number of these caves in the canyon walls 
are due to river scour along mechanically weak areas. Aside from these scour 
holes, some of them probably originated, as has been indicated above, from 
ground water solution. A solution cave was defined by one witness as “a cave 
that has been carved out by dissolving action of water or some other solvent 
passing through the rock.” Cox said that he knew of no solution caves ex- 
posed to the land surface. Except for a small area, all of the rock exposed to 
the river is Ledbetter slate which is virtually insoluble in ground water. 

A structural cave was defined as an opening or cavity along a fault left 
there because the movement of the fault did not fit together tightly and is 
unrelated to the existence or movement of water. 

A number of caves, some of them quite large, have been encountered in the 
mining operations in the Pend Oreille and Grandview mines. Weissenborn 
testified that frequently, at least, they are found in the proximity of fault and 
breccia zones. The uppermost of the caves in both mines are open to infiltration 
of material directly from the surface. These caves show evidence of collapse 
by removal of the material underneath. Near the land surface where the rocks 
are more closely jointed, removal of part of the material causes collapse more 
readily than at a greater depth. 

Many of the caves in the lower depths of the Pend Oreille mines are nearly 
completely filled with secondary material and the actual opening is usually 
only a small hole. These caves are commonly known as vug holes. Cox testified 
that in his opinion every cave he had seen in the mines showed obvious evidence 
of formation by circulating ground water. 

For a cave to form in soluble rock such as limestone it is necessary to remove 
part of the limestone in solution. As ground water moves in from the top, 
it becomes saturated with lime and cannot dissolve anymore unless this saturated 
rock is removed. The City’s witness Cox concluded that the connections between 
caves are extremly limited in cross section. Two or more caves can be found 
which are fairly well connected, he said, but the movement of water through 
such a series of openings is limited by the smallest of the interconnecting open- 
ings. Mr. Wilbur T. Stuart, a hydraulic engineer employed by the Water 
Resources Division of the U.S. Geological Survey, testified that caves and vugs 
have the effect of greatly increasing the overall ability of the rock formations 
to pass water. However, observations in the mines indicate the solution caves 
and vugs are not continuous large tubes but are alternate chambers of larger 
sizes connected by considerably smaller tortuous channels. Thus, the smallest 
openings limit the flow even though the capacity of the caves or vugs may be 
many times greater than the ability of the massive rock itself to pass water. 
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Mr. Joralemon expressed the opinion that if the proposed Boundary dam were 
constructed, “The effect, in general, will be to greatly aggravate all of the dangers 
of water entering any mine workings below reservoir level.” 

Dr. Harold T. Stearns, a consulting engineering geologist specializing on 
ground water and dam sites testifying on behalf of the Mining Interests, saw 
the possibility that three types of water flow might result from construction of 
dams on the river. These were (1) a slow type of percolation through minute 
cracks in the massive rock, (2) a more rapid flow through fracture and breccia 
zones, and (3) a still larger flow, and perhaps a destructive one, through inter- 
connected cavern systems which might develop open connections. 

Mr. Hubbard testified that aside from that coming from intersections with 
natural caverns, cavities or fissures, little water enters the mines from the 
surrounding rock. He went on to say that the possibility of flooding future mine 
workings will be increased in proportion to the height of the proposed reservoir, 
since it increases the hydrostatic pressure and the surface area which would be 
inundated. With this latter statement there appears to be no disagreement among 
the witnesses. 

Generally, the testimony on the point was in relative terms, that is to say 
that the higher the water and the greater the mined area, the greater would be 
the danger of water damage. 

The problem giving us the greatest concern seems properly to be summed up 
in the words of Dr. Mackin when he said, “The danger to the mines is that the 
reservoir may submerge the intake areas of zones of permeable fault breccia 
or solution openings which connect with the mine workings.” 

Charles A. R. Lambly, Manager of the Mining Department of American Metal 
Climax Corporation and who for 24 years held operating positions of respon- 
sibility with Pend Oreille Mines and Metals Company, who also testified for 
the PUD, placed emphasis on the relative capacity of the pumps. He said, “In 
my opinion, the problem arises from the fact that one small fault or opening 
has the possibility of permitting the flow of sufficient water from a reservoir 
into the mine workings that could flood the pumps.” 

Mr. Lindsay M. Kinney, the Superintendent of the Metaline mine, expressed 
the opinion that sooner or later water from the reservoir would reach and enter 
all present and future mine workings below reservoir elevation through an 
indeterminate number of interconnected systems of caves, cracks, faults and 
fissures that have connections with the bed or sides of the reservoir between 
present high flow elevation and elevation 1990. 

Roy A. Anderson, Chief Geologist and Engineer of the Pend Oreille Mines, 
testified that the proposed dam “ * * * would certainly result in some increased 
inflows of water into present and future mine workings below elevation 1990.” 

Mr. McConnel expressed the opinion that the proposed Boundary reservoir 
“very probably would cause serious water damage to the Pend Oreille mine.” 

Dr. Coombs conceded that if there were an open system of channel ways of 
an appreciable size connected from the reservoir to the underground mine work- 
ings, the brecciated zones and caves would admit a ready and voluminous flow 
of water. 

Mr. Brashears testified to the same effect. 

It becomes necessary then to undertake an appraisal of the relative probability 
of the occurrence of a situation such as described by these latter witnesses. In 
this connection, the experiences of those who have drilled and mined in the area 
and the conditions disclosed thereby should be helpful. With respect to the area 
which has been opened up on the east side of the river, Dr. Stearns, a witness for 
the District, said, “* * * I suppose no geologist who worked on ground water 
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ever had a better opportunity to ascertain what the conditions were underground 
in an area of a rock of this sort. Certainly, area-wise it was very representative.” 

The mine workings under the river, at one place no more than 80 feet from it, 
have now been open for 20 years. The annual fluctuation of the river at this 
point is about 30 feet. A witness for the Mining Interests testified that although 
the amount of water is small, measurements tend to show that the increased 
wetted surface or increased head, or both, increase the amount of water moving 
through the rock into the mines. 

He also testified that evidence of faulting may be found within each 100 feet 
of mine workings. 

Nevertheless, Dr. Mackin testified that, “Considering the great lateral extent 
of the workings below river level, the total amount of water pumped from the 
mine is remarkably small * * *,” 

It is evident from inspection, this witness said, that the reason for the tight- 
ness of the limestone is that joints and breccia zones in it are for the most part 
completely sealed by calcium carbonate. 

Caverns and other openings that are not sealed by calcium carbonate tend, 
this witness said, to be drained as workings are deepened, and are generally dry 
to about 1,000 feet below river level. 

A haulage tunnel which passes directly beneath the river and cuts a number 
of faults, including one fault that has been mapped out as cropping out in the 
river bed, shows only seeps and small flows of water from breccia zones and 
solution openings. Stopes in limestone directly beneath the river, separated 
from it by 75 to 100 feet of slate, are substantially dry, he said. 

Continuing, the witness Mackin said that, “The same exceptional tightness of 
the limestone considered as country rock, is indicated by the fact that a tunnel 
driven in rock about 60 feet below the river bed at the Z Canyon dam site * * * 
was dry for the entire length.” 

Because weathered exposures of the limestone comprising the canyon walls 
in the vicinity show prominent jointing and brecciation, it may be inferred, the 
witness thought, that the dryness of the tunnel must be due to sealing of the 
openings by calcite, as seen in the mine. The tendency is believed to be a 
characteristic feature of Metaline limestone in this district. 

Another example of the tightness of the limestone given by Dr. Mackin was the 
forebay channel of the Box Canyon Project during the construction period with 
its floor about 20 feet below river level and separated from the river by a wall 
of Metaline limestone 20 to 40 feet high which was essentially dry. The sound- 
ness and stability of the limestone is convincingly demonstrated in the huge 
chambers blasted out of the rock in the mining operations. 

Other evidence, adduced by the PUD, is persuasive of the stability and tight- 
ness of the Metaline and Ledbetter formations. 

In 1928, even prior to the discovery of the high grade ore body worked from 
the Josephine shaft, another shaft was sunk to a depth of 150 feet on the east 
side and adjacent to the river and only from four to six feet from the “deep 
hole” in the river below Metaline Falls. At 100 feet down a hole was drilled 
toward the river and at adistance of only about eight feet from the face of the 
opening the drill intersected river water. The shaft was sunk another 50 feet 
and drill holes were extended in a horizontal direction west and southwest 
under and toward the west bank of the river. At this proximity the water that 
seeped into the shaft amounted to about 150 gallons per minute. The witness 
explained the procedure by which the amount of water which comes through a 
drill hole can be controlled by a valve. 
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In 1936-1937 a 800 foot power tunnel to provide water for the Pend Oreille 
powerhouse was driven through limestone rock close to and parallel to the river 
at Metaline Falls. The portal of the tunnel was below high water mark, about 
50 percent was above water level, for the next 25 percent the water level was 
five to ten feet above the floor of the tunnel and the last 25 percent was below 
the surface of the river. Normal water flows amounting to up to about 50 to 75 
gallons a minute were encountered. 

There is in the area another shaft from which information of value may be 
derived. What is called the Morning and Mammoth (or M & M) mine shaft is 
located near and on the east side of the river north of the Grandview mine and 
southwest of the Pend Oreille mine. The shaft’s lower level is about 200 feet 
below river level. The horizontal tunnels extending therefrom lie in the area 
directly between Deadman’s Eddy and the Pend Oreille East Side mine. This 
shaft stands filled with ground water at levels 100 feet above the present river 
level despite the fact that extensive mine workings are less than 1,000 feet 
distant therefrom. 

The man who supervised the driving of the tunnel beneath the river in 1940 
appeared as a witness in this proceeding and described that operation. The river 
had been sounded and tested and it was believed that there was 80 feet of 
cover between the tunnel and the river. The workers “drilled and felt in front 
of that tunnel heading with drill holes. The tunnel actually intersected a fault 
at which point the tunnel was stopped and we found the water to be 18 feet above 
the back of the tunnel. The tunnel was consequently sealed off with concrete 


barriers and an incline was sunk under the river so that we could proceed to 
the east side.” 


The witness continued : 






















We were trying to develop the east side ore bodies as rapidly as possible. 
We had an operating mine on the west side of the river, an operating mill 
on the east side of the river. * * * Therefore, the simplest, cheapest, most 
economic approach to developing and exploring and producing from the east 
side ore bodies was to drive a tunnel across the river to Hole No. 610. 













That the total amount of water pumped from the mine is remarkably small 
is demonstrated by the fact that at the Pend Oreille mine the installed pumping 
capacity is 800 gallons per minute above the 1,700 level (which is 1,700 feet above 
sea level) and 450 to 500 gallons below the 1,700 level. Only a small part of 
these facilities is generally in use. The installed pumping capacity of the Grand- 
view mine is presently 475 gallons per minute. However, the normal pumping 
load runs between 100 and 200 gallons per minute. 

Mine records indicate that pumping has increased almost directly in relation 
to the amount of new ground opened up. In other words, the volume pumped 
appears to be in direct proportion to the area mine. Thus, despite the intersec- 
tion of present mine operations by faults extending from the vicinity of the river, 
the extensive brecciation and the large extent of the mine workings, the latter 
“make” very little water when compared with other mines. The Manager of the 
Grandview mine testified that this mine is dry from a miner’s point of view. 

There have been occasions, however, when abnormal water conditions were 
encountered. In 1929, blasting for the purpose of advancing a drift in the 300 
foot level (2,250 feet above sea level) in the Josephine mine at a point about 1,000 
feet from the shaft, cut a fault which had in it a cave or other sizable opening. 
Water which filled the cave ran down the drift, flooding the pumps in the shaft. 
Special pumps were brought in and the shaft area, the tunnel and the cavern 
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were dewatered. When this had been done, the flow returned to a few gallons 
per minute. 

The Manager of the Pend Oreille mines testified that there were four occasions 
between 1935 and 1947 when normal production was curtailed because of ex- 
cessive water flows. These were in the years 1988, 1940, 1942 and 1947. While 
sinking a 30 degree incline from a 2,100 foot level on the west side in 1938, water 
was intersected in brecciated rock. It had very little pressure. The water 
drained out through the drill holes into the incline and was pumped until the 
level was down to the bottom of the incline round. Then, the round was blasted. 
In the next round drilled, water would drain through the drill holes into the 
incline and be pumped until the level was again lowered. Then, the round was 
blasted again. This slow step-by-step procedure was repeated for about 60 feet 
of the incline and then the operators encountered the lower part of a large 
drained cave. 

In April of the same year Pend Oreille Mines and Metals Company put down 
from the surface a drill hole (No. 337) with its collar elevation at 2,209 feet. 
This hole intersected water in a cave at a depth of between 309 and 312 feet 
which is approximately elevation 1,900 feet. The water in the cave area was 
artesian and made the drill hole a flowing well of approximately 20 gallons per 
minute with a pressure of about 50 pounds per square foot at the collar of the 
hole. 

In 1940, a drill hole in a round intersected water in a small crevice of 
a cave system in the West Side workings at about 1,900 foot elevation. The 
water encountered by this drill hole was under a slight pressure and was drained 
for several days before blasting. 

In 1942, in the east side area of the West Side workings during the drilling 
of drift rounds on the 1,700 foot level and after about 27 dry holes had been 
drilled, water was encountered. This water had a pressure of about 85 pounds 
per square inch. The drill hole in which the water was encountered fortunately 
had the drill steel and bit stuck in the hole and only allowed a small passage 
of water. Wooden wedges were driven beside the steel and successfully sealed 
the drainage. Several diamond drill holes were drilled through control valves 
bolted to the face and the water intersection was drained at the rate the pumps 
could handle. Probing was done by diamond drilling to locate the water. After 
the water was drained, drifting proceeded cautiously. At that time the limited 
workings on the east side of the river were reached from the west side by means 
of the river incline. 

The incident which is obviously the “horrible example” of what might happen 
in the event that the elevation of the river were raised as proposed by the ap- 
plicants was that which occurred in 1947. This is sometimes referred to as the 
“1947 flood.” 

At about 9:30 p.m. on March 27, 1947, while mining was advancing from the 
west side to the east side in the 10-0 drift on the 1,700 level, a flow of water 
was intersected in a 2% inch diameter hole (the eighth which had been so 
drilled, the first seven not having encountered water) at a distance of about five 
feet from the face of the drift. When first intersected the water had a very small 
amount of pressure and low gallonage per minute. A half hour later the super- 
intendent was advised of what had happened. He instructed the men to “let 
the hole drain.” It increased, however, to about 300 gallons per minute and by 
midnight it had reached about 1,000 gallons per minute and the pressure to about 
260 pounds per square foot. 

Between 11:00 p.m. on March 27 and 5:00 a.m. on March 28 several efforts 
were made to plug the hole with wooden plugs. Because of the high pressure 
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these efforts were unsuccessful. An attempt was made to insert in the hole a 
pipe with an open valve. That, too, failed. A special steel plug was made and 
using mechanical means, the hole was plugged successfully at about 10:00 a.m. 
on March 28. Thereafter, the operators were able to control the flow and brought 
it to the point where it could be handled with the existing pumping capacity. 

The evidence seems to indicate that this incident did not cause an extended 
interruption to or serious impairment of the production of the mine and was 
not considered of sufficient importance from a production standpoint to have 
been mentioned under this subject in the mining company’s annual corporate 
report for the year. 

When this incident occurred the company was already in the process of 
installing a large surge basin below the 1,900 level and in the area of the river 
incline which could take a surge of water and control that surge for a matter of 
hours. Additional pumping capacity was installed following this incident. 
However, the PUD’s testimony is that had the surge tank and the additional 
pumps been installed at the time they still could not have handled that surge. 

Pend Oreille Mines’ superintendent estimated that before the flow was 
brought under control approximately 130,000 cubic feet or “%oth of the space 
below the 1,700 foot level was filled with water. After the drift was drained, 
mining was resumed but cautiously. No fault or cave was found at that point 
but water flowed and continues to flow from a small hole in the floor or drift 
of this round. 

The holes drilled in the heading which intersected water in 1947 appear to 
have been drilled for the purposes only of blasting out the ore in the face. Since 
then there have been adopted by the Pend Oreille Mines general precautionary 
measures which are followed in mining and development work. In any heading 
or mining face that is to be advanced into a new area, a diamond drill hole is 
drilled through a control valve a distance of from 100 to 300 feet. If that hole 
intersects any flow of water several additional holes are drilled on different 
grades and in slightly different directions. If flows of water are encountered 
in this drilling the advance of the headiug is held in abeyance until the water 
flow recedes to a safe level. In the meanwhile, the flow is completely controlled 
by means of the valves. 

Another precaution is to drill with each round (the usual series of holes 
drilled for blasting purposes) a hole on each side of the face but 10 feet in advance 
of the round that is to be blasted. 

The practice of putting out pilot holes in that manner is also followed in the 
Grandview Mines. 

The testimony of a Mining Interests’ witness is that mines have such pumps 
as they feel are necessary to cope with the water which they might reasonably 
expect to encounter. It is the practice of the Pend Oreille mines and of mines 
generally to remove water that is flowing into lower levels and to maintain pumps 
with a capacity in excess of the volumes flowing into those areas. However, 
cross-examination of the Superintendent of the Pend Oreille Mines revealed 
that there are openings below the 900 foot level aggregating approximately 
100,000 cubic feet in area and capable of affording storage for 750,000 gallons 
of water. 

Since 1947 two other incidents have occurred which should be mentioned. 
During the last few days of November 1956, a covern was intersected during the 
sinking of the incline at about the 1,000 foot level and, the testimony 1s, that 
this flow held up sinking operations until sufficient pump capacity could be 
installed. The cave produced at a rate of 150 gallons per minute when first 
encountered but has since gradually diminished. 
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Another “water course” was encountered on May 14, 1958, during the drilling 
of the last hole of a drift round at an elevation of 1,600 feet above sea level. 
This was a large drift face, about 15 x 15 feet and 49 holes had already been 
drilled into it about ten feet deep and spaced about three feet apart. In the 
fiftieth water was encountered at a depth of about seven feet but the drilling 
continued to a depth of ten feet. No open cavity was noted while the hole was 
being drilled. However, when the drill steel was backed out of the hole, water 
jetted into the stope. A drill hole casing, with an open valve attached, was 
inserted in the hole by hand, wedged tight and the flow of water was controlled 
by the valve. 

No pressure test was made on the hole but a pump in the stope pumped at a 
rate of about 200 gallons per minute for about 40 hours to bring the flow under 
control. By March 1, 1959, the flow from the control valve in the drift face was 
estimated at nine gallons per minute, and it was estimated that over four 
million gallons had been pumped from this heading. 

Another circumstance should also be mentioned. The largest flood of record 
in this particular area occurred in 1948. The records show that this flood which 
reached a peak of 171,300 cubic feet per second caused a peak river stage higher 
than 1,990 feet above sea level from a point about 1,000 feet upstream from 
Deadman’s Eddy on up to the Box Canyon Dam. In this reach of the river the 
walls of the canyon were covered with water for a period of several days to 
elevation higher than 1,990 feet. In the vicinity of the operating mines, the 
peak flood stage rose to within 10 feet of 1990 foot elevation. The elevation 
continued near these levels for perhaps six or seven weeks. 

Downstream, in the vicinity of the operating mines, the 1948 peak flood stage 
rose to within about ten feet of elevation 1990. Specifically, the limestone walls 
of the river at Deadman’s Eddy, which extend down to the West Side workings 
of the Pend Oreille mine and lie just south and west of the M & M mine were 
covered by these flood waters to an elevation of about 1980 feet above sea level. 
In 1948, the stopes, the number of stopes, the positions of the stopes, the locations 
of the tunnel and the river incline in the West Side mine workings were exactly 
as they are today. Many of them were below river level. The testimony is 
that the 1948 flood was a test of the West Side workings and of so much of the 
East Side workings as were then in existence; and that if there were any 
channel ways in the areas covered by the rising level of the water, they had been 
submerged during the flood period. There is no evidence that any such open 
channel ways extending from the river to any part of the then mined area then 
existed. On the contrary, it appears that there is no evidence during the period 
of high water of any change in the rate of pumping from the mine. 

This condition provided not a complete but certainly a partial test of the 
existence of any tubes from the river to the then open mine areas. 

Dr. Mackin testified that essentially all of the water movement is through 
solution openings, and it is not possible to predict specifically where a given 
opening may occur nor its size. 

Dr. Coombs said that cave or cavern “systems” do not run in a straight line 
and the course they might follow is unpredictable. 

Mr. Stuart testified that the geologic examination of the canyon walls did 
not disclose conduit openings but the fact that caves are found in the mines 
does indicate that such opening may exist. He went on to say: 


I believe the presence or absence of such openings cannot be evaluated 
on the basis of a statistical analysis of the area inundated, in that this 
hydrologic condition is not amenable to the probability curve. Neither 
do I know of any geophysical means by which these solution cavities may 
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be located beneath the land surface. Neither can I set up an investigation 
by which it would be possible to determine prior to the construction of any 
reservoir, whether or not such caves or openings exist or are interconnected 
to the extent that the rocks are permeable enough to permit the passage 
of much water from the river to mineralized zones. 


This witness testified that he knew of no studies that could be made prior 
to the construction of the dam and filling the reservoir which would permit 
determination of whether there would result an uncontrollable flow of water 
into the mines. 

Mr. Weissenborn testified that although the raising of the water level would 
increase the hydrostatic head and enlarge the area over which conduits might 
have openings, the increase in flow of water into mine workings by reason thereof 
cannot be evaluated in advance of raising the river level. There is, he said, 
no positive test except to raise the water level and observe the effect and this 
might take many years. 

Dr. Mackin said, “Because the solution openings in the limestone are ran- 
domly distributed, the best that can be done is to evaluate the possibilities 
or probabilities of damage to the mines.” 

There is not in this record, however, any evidence that, in the more than 
50 years of mining in the area, most of it in the vicinity of and much of it 
immediately adjacent to the river, there are any water passageways between 
the river and mining areas by way of caves, fracture zones and other similar 
openings. And the evidence is sufficiently clear that there are no water passage- 
ways between the river and the existing mine opening up to elevations substan- 
tially equivalent to those which would result from the Boundary or High Z 
Canyon dams. The same cannot, however, be said of areas below or beyond 
those which were then being worked. 

The evidence does show that there are open zones, fractures and caves in 
the limestone into which surface ground water has found its way, and that 
some of these openings are interconnected. In one instance, the 1947 incident, 
the evidence indicates that such an opening was continuous a distance of some 
2,500 feet. 

Furthermore, it is quite possible that the possibility may be much greater in 
some areas not yet penetrated by mine working than in those presently open. 
In that connection, it should be pointed out that the areas on either side of 
the river at Metaline Falls are crossed by faults, yet there is no evidence of open 
“piping.” The river in the heavily faulted areas and Slate Creek and Z Canyon 
would be more remote from the newer mining operations should they continue 
in the direction they are expected to proceed. 

The evidence is persuasive that between the river at elevation 1980 in the 
Deadman’s Eddy area and the mining operations as they existed in 1948, there 
were no continuously open and sizable interconnecting cavern systems consisting 
of faults, fault zones, caverns or other such voids. There is no evidence that there 
are any such interconnecting systems which might then have been sealed by 
“plugs” but which plugs are susceptible to removal by the hydrostatic pressure 
of a reservoir at somewhat higher elevation. There is no evidence that there 
are such openings between a reservoir at 1980 or 1990 and mine workings which 
have been opened since 1948 or, of course, which may hereafter be opened. 

On the other hand, it must be conceded that there is no evidence that such 
openings do not exist. Indeed, the evidence is clear and uncontroverted that 
there is no way to determine and, therefore, to prove or disapprove that thesis. 
Because of the peculiarities of such system openings the best that we can do, 
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as is indicated by Dr. Mackin, is to evaluate as best we can the possibility or 
probability of the existence of such a situation. 

One is impressed with the confidence with which the witness Lambly and the 
workers under his supervision carried on their operations long ago alongside 
of, and under the river, and within a few feet of it. This is particularly signif- 
icant when consideration is given to the fact that mining procedures and 
techniques are much more advanced now than they were then, so that, relatively, 
the danger then was much greater than it is now. 

The City’s geological witness Cox proposed that a buffer zone 200 feet in 
depth be left between any mine workings and the river or any reservoir con- 
structed therein. As we have seen, in the past, the mining company has not 
been so cautious or fearful of disastrous consequences, but has mined consid- 
erably closer to the river than that. The evidence discloses that the northern- 
most point of the present mine workings is at elevation about 1,500 feet below 
the land surface and about 1,100 feet below the water level of a 1,990 foot eleva- 
tion reservoir. The closest place where any part of the Metaline limestone is 
exposed at the land surface to the 900 foot level of the Pend Oreille mine would 
be approximately 4,500 feet to the east and 7,000 feet to the south. 

The fact remains that the record here fails to disclose that in the many years 
of mining history, and up to the present time, the proximity of the river to 
them has created or constituted any hazard whatsoever to the mines or mine 
operations. True, the preponderance of opinion is that the higher the reservoir 
elevation, the greater the hydrostatic head, or pressure, of the water upon the 
area which would be inundated. Obviously, also, increasing the area inundated 
would increase the possibility of the existence under the water level of some 
type of opening. Increased hydrostatic pressure becomes significant only if it 
is assumed that there is below and connected with the submerged area a con- 
tinuous open channel way, that such an opening has become plugged in one way 
or another, and that the added hydrostatic pressure would have the effect of 
removing such plug. So far as this record is concerned the sole predicate for 
the assumption that long continuous open channel ways exist is the fact that in 
one instance a series of such Openings (although not connected with the river) 
constituted a continuous open channel for a distance of some 2,500 feet. 

But the existence of such an interconnected series of openings would still 
have little significance without the further assumption that those openings, 
unplugged by the additional hydrostatic head, extended in a substantially direct 
line from the reservoir to the mine workings and that in its smallest inter- 
connection it is of rather substantial size. The multiplicity of assumptions this 
requires demonstrates the remoteness of the possibility of damage to the mines 
through a continuous open channel way of relatively large size. 

After giving consideration to all of the evidence on this issue in the record 
of this proceeding, of which that touched upon above is only a relatively small 
portion, but excluding for the moment evidence as to steps which can be taken 
to reduce or minimize the potential danger to the mines, the Presiding Examiner 
concludes that the chances of the existence of continuously open, interconnect- 
ing channels between a reservoir to elevation 1,990 feet above sea level and 
existing and future mine workings in the area of a size capable of causing flood- 
ing which would result in the abandonment of all of any substantial portion 
of the mines, or any extended interruption in the mining operations, is very 
small. This is not to say, certainly, that there is no possibility that such a 
channel way does exist. 

But the ultimate conclusion need not rest on that basis alone. In connection 
with its Z Canyon project to elevation 1885, the PUD made a general reconnais- 
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sance of the major portion of the area above low water. Nearly all of the 
openings found in the canyon walls, both above and below the planned reservoir 
elevation, were fairly small, some being only a few inches across. No springs 
were observed to issue from any of them, which may indicate that they have 
either been sealed or do not extend to ground water. The belief was expressed 
that most of these small openings had been rather effectively sealed by river 
deposits. 

PUD proposed a thorough detailed survey of the Low Z Canyon reservoir, 
the removal of overburden from an estimated four to nine acres and the sealing 
of any openings discovered therein which may be considered potentially hazard- 
ous. It seems generally agreed that the sealing of each such opening eliminates 
a possibility of an open channel. It was thought that fine sediment would pro- 
vide a fairly effective sealing of many small openings. In addition, the PUD 
would install a low-level release gate designed to provide positive assurance 
against permanent flooding. 

In connection with its geological studies already referred to, the City had a 
geological field party consisting of two professional geologists field check the 
survey maps for outcrops, possible old river channels and caves, and study the 
nature of the fault zones. Special studies were made of the downstream lime- 
stone area. The general lack of overburden in the areas immediately down- 
stream from the riverside fault permitted detailed mapping of the surface. The 
City’s witness suggested that open faults might be sealed off by a series of grout 
holes or actual surface sealing. The City does not, however, propose the removal 
of the overburden, which for the Boundary Project apparently would be 
inordinately expensive. 

Witnesses for the Mining Interests testified that all of the caves, faults, frac- 
tures and fissures in the river bed which might possibly have connections with 
the mines could not be located and sealed as proposed by the PUD. Mr. Weis- 
senborn was of the opinion that if the openings were found they could be sealed. 

PUD’s expert on many subjects, Mr. Willey, expressed the opinion that 
“for the most part” the openings could be found and sealed but thought that 
every single one of them could not be discovered. He said that it was impossible 
to state that the PUD’s proposed plan would completely eliminate the danger 
of flooding. The testimony is that finely ground particles resulting from the 
mine mill concentrating process is dumped into the river as a slurry or as 
tailings. The witnesses testified that this material would form something of 
a seal in the bottom of the reservoir and to some extent on the sides thereof 
and thus would afford a protection not available if the reservoirs were not 
constructed. 

Mr. Willey thought that some of the tailings from the mine processing would 
tend to fill deep holes and would thereby be of considerable value in reducing 
the hazard of mine flooding. 

Dr. E. Roy Tinney, hydraulic engineer, testifying for the Mining Interests 
on the motions of mine tailings in the Low Z Canyon reservoir, said that a 
portion of the tailings would be transported through the reservoir and over the 
Z Canyon Dam. The remainder, however, would be deposited in the reservoir. 
Some would tend to accumulate in isolated sections of the reservoir. 

Still other means are available by which the possibility of catastrophic dam- 
age to the mines may be reduced and perhaps eliminated. 

It appears to be the usual practice to maintain below the tunnel level of 
operations a hole or “sump” in which there can be accumulated surges of water 
from the upper levels, and it is generally the practice to remove the accumulated 
water from such sumps so as to be prepared for such emergencies. Prior to 
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the “1947 incident” the area available for this purpose amounted to 1,300,000 
cubic feet. The Mine’s Superintendent estimated that before the 1947 surge 
could be controlled, one-tenth of this excavated area was filled with water. 
The evidence indicates that the mine operators now have so little fear of a 
repetition of such an incident that they have permitted about 750,000 gallons 
of water to accumulate in an area available for storing water in such an 
emergency. 

Mines have such pumps as they feel are necessary to cope with the water 
which they reasonably expect to encounter. Again, as indicative of the lack 
of fear of water surges of significance, the pumping capacity of the Pend Oreille 
mines has been maintained at a rather low level. At the Pend Oreille mine 
the installed capacity is 800 gallons per minute, of which 450-500 gallons per 
minute is below the 1,700 level. Only a part of these facilities is regularly in 
use. The pumps below the 1,700 level are capable of handling about one-half 
of the inflow encountered in the 1947 incident. 

The installed pumping capacity at Grandview is at present 400 gallons per 
minute, but the normal pumping load is but a fraction of that capacity. 

As has been seen, at the time of the 1957 incident, it was not the practice of 
the operators of the Pend Oreille mine to probe for water preliminary to or 
in the process of advancing the heading. The mine now has general precau- 
tionary measures which are followed in mining and development work. The 
Superintendent of the mine described them as follows: 


In any heading or mining face that is to be advanced into a new area, 
first one diamond drill hole is drilled through a control valve one hundred to 
three hundred feet into the rock in the proposed direction and grade that 
the heading will be advanced. If that hole intersects any flow of water, 
several additional holes are drilled on different grades and slightly different 
directions. If flows of water are encountered in this drilling, the advance 
of the heading is held in abeyance until the controlled water flow recedes 
to a safe level. If no water is encountered, the heading is advanced. 

The control valve is fastened to the casing that has been grouted in the 
drill hole and also is held by a plate that is rock-bolted to the face. 
Drilling to explore for water in advance of the heading into new area is 
drilled through the valve and casing for one hundred to three hundred feet. 

Another precaution is to drill, with each round, two holes, one on each 
side of the heading 10 feet in advance of the round that is to be blasted. 
This precaution is practiced where we are not advancing in a straight line. 
If flows of water are encountered in these holes or any holes in a round, the 
round is not blasted until the water recedes to a safe flow. 

If a substantial quantity of water is encountered below river level, the 
face is then drilled with diamond drills through control valves grouted in 
the face and held by a plate bolted to the face. 


The Bureau of Mines witness Hubbard recommended long hole drilling and 
adequate pumping facilities as a means of reducing water hazards. 

A witness for the PUD spggested, as a means to the same end, the installation 
of water doors. These doors would be installed and available in the event a 
surge of water should come down the drift. They could be closed and become 
water tight and thus act as a dam to keep the water away from the pumping 
area. This witness described in detail the method of installation and operation 
of such doors. The witness Hubbard also suggested as one of several measures 
for protection from increased water hazard construction of bulkheads and 
water doors. 
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Another witness for the PUD (Thomas F. Thompson) indicated a belief that 
water-tight “gates” in the mines might be effective in preventing complete 
flooding. This witness also considered it imperative that some means be pro- 
vided for lowering the pool level of a Z Canyon dam which might be constructed 
to elevation 1885 and this should immediately follow any damage that might 
occur. He felt that in view of the corrective measures proposed by the PUD, 
there would not be a very high degree of hazard from reservoir water from a 
Z Canyon dam at that elevation. 

The purposes of such gates would be to supply a means for remedying, or 
at least ameliorating whatever harm might be done to the mines. 

Another PUD witness testified that for from nine to ten months in the year 
the low level gates proposed by the PUD would handle the situation very well. 
The witnesses were in agreement, however, that provisions should be made 
which would be effective twelve months out of the year. 

Before stating a final conclusion with respect to the possibility of serious 
damage to the mines and mining operations, another circumstance should be 
noted. On January 21, 1959, an agreement was entered into between the City 
and American Lead Zine and Smelting Company in which Seattle agreed that 
if it is licensed to construct the Boundary Project, the City would be liable for 
all damages occasioned to American by the construction, maintenance or opera- 
tion of that project and that the rights thus arising are to be in addition and 
not in substitution of those which arise under Section 10(c) of the Federal 
Power Act. 

American Zinc’s chief mining engineer testified that in his opinion there was 
very little likelihood of any real damage occurring to his company’s property 
from the construction of a Boundary reservoir to 1990 feet. 

The evidence shows that the Grandview mine will be mined out before the 
Boundary Project could be completed. With respect to the adjoining mineral 
rights in 240 acres, the estimate is that the reserves thereunder will have a 
life of from 20 to 30 years. This acreage lies southeast of the Pend Oreille 
mine. American Zinc would enter this property at elevation 1800 feet and 
would expect to go down to about elevation 1050. There will be between this 
Property and the river the present Pend Oreille incline and the East Side work- 
ings. If the Pend Oreille mine were to flood, it would have to reach the 900 
level before any damage would result to Grandview mine. It may be significant, 
too, that American has about 100 million tons of minable zinc ore in eastern 
Tennessee and substantial zine lead properties in States other than Washing- 
ton and Tennessee. 

Section 10(c) of the Federal Power Act which was referred to in the agree- 
ment is in pertinent part as follows: 


* * * Hach licensee hereunder shall be liable for all damages occasioned to 
the property of others by the construction, maintenance, or operation of the 


project works or of the works appurtenant or accessory thereto, constructed 
under the license. 


Giving appropriate consideration and weight to the means above described, 
all of which are presently available, as additional protection to the mines and 
to meet, if necessary, the rather remote possibility of the coincidence of a series 
of openings in the Metaline limestone constituting a sizable open channel 
between a reservoir in the river and present or future mine openings, it is 
concluded that the possibility of damage so serious as to require the abandon- 
ment of all or any substantial part of the mine workings or of mining in the 
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area, or seriously to impair the mines’ ability to meet the demands upon them 
of the nation’s need for critical materials, is relatively so slight as not to require 
the refusal of a license in this proceeding. 


THE APPLICANTS AND THEIR RESPECTIVE PROJECTS 


The City of Seattle 
Seattle City Light 

The City of Seattle is a municipal corporation organized and existing pursuant 
to the laws of the State of Washington with its seat at the City of Seattle, 
Washington. The corporation has under its charter the power to purchase, 
receive, hold and enjoy real and personal property within and without its cor- 
porate limits. The corporation has, consistent with its charter, a Department of 
Lighting (Seattle City Light), the Superintendent of which has, subject to the 
control of the Board of Public Works, the management and control of the 
operation and maintenance of the lighting and power system. Pursuant to 
appropriate authorization by ordinance, the Superintendent of Lighting, for 
and on behalf of the City of Seattle, filed the application in Project No. 2144. 

The City of Seattle started operations as an electric utility in 1905 upon 
completion of a hydroelectric plant at Cedar Falls, which is about 30 miles south 
and east of Seattle, Washington. Initially, this plant contained two generating 
units with a total capacity of 2,400 kilowatts. Within three years thereafter 
an additional 4,000 kilowatts unit was added bringing the capacity up to 6,400 
kilowatts. The record discloses that almost continuously thereafter the City 
has been engaged in the construction of new plants and additions to and modern- 
izations of the older plants. By 1956 the total system peak capability had reached 
693,000 kilowatts. While the hearing was under way two other projects were 
in the course of construction. The Diablo plant was being increased by 25,000 
kilowatts and a high dam was under construction to raise the head at the Gorge 
plant by approximately 100 feet. The completion of these two projects would 
provide the City with a hydroelectric plant capacity of 714,000 kilowatts. In 
addition to hydro capacity, the City has two relatively old steam stations with 
a combined capability of 61,000 kilowatts. The testimony is that these plants 
are not particularly important as power producing facilities but are of advantage 
to Seattle in reducing the cost of purchased power from Bonneville Power 
Administration. 

The City has a firm power contract with the Bonneville Power Administration 
which was first entered into in 1947 and was renewed in 1952 for a period of 
20 years. It expires, therefore, in 1972. 

City Light’s system is connected with the City of Tacoma’s municipal system, 
with the system of the Puget Sound Power and Light Company and the system 
of the Bonneville Power Administration. City Light has been a participating 
member of the Northwest Power Pool since its inception in 1941. This is an 
informal organization, composed of the ten major utilities in the northwest, 
the principal objective of which is to achieve the greatest utilization of the 
hydroelectric resources in the area. There are numerous interchange contracts 
under which energy is transferred back and forth, either on a loan basis or on 
a sale or purchase basis between utilities throughout the area. 

The testimony is that the Applicant is the second largest municipal utility in 
the United States; that it is a pioneer in the field of power development. The 
City’s policy in applying for a license for the Boundary Project is to continue 
to supply its own power requirements. 
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City’s Need for Additional Power 


At the end of 1957 the total number of City Light’s residential customers was 
203,320, while the average number for the year was 201,844. This was an in- 
crease of 110,000 between 1944 and 1957.” At the end of 1957 City Light also had 
22,194 commercial and industrial customers,® an average for the year of 22,098. 
Residential consumers used, in 1957, 1,607,000,000 kilowatt-hours, an average 
of 7,961 kilowatt-hours per customer. 

In 1957 the street and highway lighting load was approximately 50,100,000 
kilowatt-hours; the transit system consumed about 40,500,000 kilowatt-hours, 
municipal purposes other than street lighting and transit 185,100,000 kilowatt- 
hours, sales to other utilities were 26,300,000 kilowatt-hours, miscellaneous sales 
were 1,200,000 kilowatt-hours and sales to Aluminum Company of America were 
a little more than 260,000,000 kilowatt-hours. 

As of January 22, 1959, the City’s distribution system served approximately 
228,000 customers, of which 205,000 use electricity for domestic purposes. The 
testimony is that the use of energy by the domestic consumer in Seattle is rela- 
tively high. Of such customers 150,000 do all of their cooking, water heating 
and lighting, and operate their household appliances, with electricity. 

To establish the need for the additional hydroelectric facilities, authorization 
for which is sought herein, and the economic feasibility thereof, the City placed 
in evidence estimates of the future growth in sales and power requirements 
within its service area. 

One such estimate was prepared and presented for the record by Eric C. 
Brundage, a City Light employee for 27 years and who for 15 years and more 
has been the power analyst and load forecaster for this Applicant. 

In developing the residential loads, population estimates were made the basis 
of which was the 1950 U.S. census together with estimates of the Seattle Planning 
Commission for populations through 1956 and the City Planning Commission’s 
estimates through 1975. Something in the vicinity of 34% percent was employed 
as the annual rate of growth, whereas the testimony is that six to nine percent 
are the figures used by most utilities in the northwest for forecasting purposes. 

This witness submitted a detailed estimate showing for each month in and for 
each seasonal year beginning with 1958-1959 and ending with 1974-1975 the 
City’s sales in megawatts and the load factor. From it the following items are 
taken: 


year Mw 


Seasonal Mw. hr. Average Peak | Load 





An accompanying study of the capability of Seattle’s system in 1965-1966, 
assuming that Boundary is in production at that time, shows that the system 
would have a surplus of peaking power. It also shows, however, that in the same 
year all of the Boundary energy can be absorbed in the storage draft season and 
the City will require approximately 50 megawatts of energy from other sources. 


2Some 75,000 to 80,000 of this number was due, however, to the purchase of Puget 
Sound Power and Light Co. 

8 Excluding Aluminum Company of America but including customers acquired from 
Puget Sound Power & Light Company. 
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Another estimate was submitted on behalf of the City by L. C. Peterman, u 
consulting engineer who for over 30 years has been associated with the firm of 
Ford, Bacon & Davis, Inc., independent engineering consultants. In that position 
the witness had had extremely wide experience in the design, construction and 
operation of electric power plants and has made extensive studies of the financial 
feasibility of such plants including load forecasting. 

His survey included completely independent estimates of potential load growth 
essential to the determination of the need for additional power resources and 
consideration as to how the output of the proposed Boundary Project would fit 
into City Light’s load pattern. Employing recognized techniques, this witness 
found the current population within the City’s service area to be 680,000 persons 
and concluded that the population of the area would be about 720,000 by 1965. 

He estimated that by the end of 1965 there would be 216,000 domestic cus- 
tomers in the City’s service area who would consume a total of 2,095,200,000 
kilowatt-hours, or an average of 9,700 kilowatt-hours per consumer; that the 
total number of commercial and industrial customers served by City Light in 
1965 would be 24,000, and that those customers would consume 2,400,000,000 
kilowatt-hours, an average of 100,000 kilowatt-hours per customer. 

This witness estimated that the total load in terms of kilowatt-hours in 
1965 in the category of street and highway lighting would be 58,700,000 kilowatt- 
hours; that there would be used for municipal purposes other than street lighting 
and transit in the year 1965, 236,500,000 kilowatt-hours. He also estimated that 
sales to other utilities for the year 1965 would be 30,660,000 kilowatt-hours and 
that 1,200,000 kilowatt-hours would be sold as miscellaneous sales during that 
year. Sales to Alcoa in 1965 were estimated at 262,800,000 kilowatt-hours and 
sales to Bethlehem Steel Company were expected to require 149,800,000 kilowatt- 
hours. 

The City’s total sales in 1965, exclusive of sales to Alcoa and Bethlehem 
were estimated at 4,853,000,000 kilowatt-hours. With sales to Alcoa and Bethle- 
hem included, the total is estimated at 5,266,000,000 kilowatt-hours. There 
must be added system losses and City Light’s own use of electricity which is 
estimated at 14 percent of the City’s estimated total sales exclusive of sales to 
Bethlehem and Alcoa. Such losses would include, however, only part of the 
transmission losses which would be sustained between the proposed Boundary 
Project and the City’s service area. Taking into account transmission losses and 
the City’s use of electricity, the estimated net demands for 1965 on the City’s 
power resources were 5,694,532,000 kilowatt-hours exclusive of the Alcoa load and 
5,957,332,000 kilowatt-hours including the latter load. 

This City witness’ testimony likewise showed that if minimum water condi- 
tions develop in the year 1965, there would be a deficiency of about 52,000 kilowatts 
on Seattle’s system which would have to be made up by the operation of steam 
plants or by purchase of “steam displacement energy”; that a short while after 
the Boundary Project would go into production (in 1966 or 1967) it would become 
necessary for the City to acquire, construct, or at least find other sources of 
power. 

The head of the Section of Transmission and Coordination, Division of 
Electric Resources and Requirements, Bureau of Power, of the Federal Power 
Commission, testified that the annual peak load of the City’s system was 537,000 
kilowatts in 1951, 759,000 kilowatts in 1956 and 749,000 kilowatts in 1957. 
He estimated, on a trend basis, that the annual peak load for 1960 would be 
900 megawatts, for 1965, 1,150 megawatts, for 1970, 1,400 megawatts and for 
1975, 1,650 megawatts. This witness made estimates of the City’s annual peak 
load for the calendar years 1960, 1965, 1970 and 1975 to provide a check on load 
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estimates included in a more detailed study made by the City as to its power 
requirements and supply. The results were as follows: 


Adverse hydro conditions, storage control period, critical year 1936-1937 



















January peak—mw. Energy—average—mw. 
Year Peak Resources | Deficit Loads | Resources | Deficit 
SN sdias cn beirictee sich said Ghcvcenak i aaes amen hadecein 932 724 208 533 273 260 
RE inh odtcasiemnenmcupiithanmidairanaa 977 775 202 561 300 261 
1961-62__ ne 1021 775 246 588 300 288 
1962-63_- 1068 775 293 616 300 316 
1963-64_-. 1115 775 340 644 300 344 
PE Sidcbidonsindcianddeand ional 1164 77 389 672 300 372 
I itis csssindsanaiipioemechinincipeaieeubearintcniiene 1212 775 437 702 300 402 
hoc acenncrnanaaaagionmaaion 1264 775 489 7 300 433 
I nickcinesbamabnhnetiimedbnsne 1371 775 596 7 300 496 


300 529 


PPG ciincntodenadsctiearonannee 1317 775 542 764 300 464 
‘ 
een awanencanccoseoncceccnsacece= 650 | 829 


As will be seen, these estimates assume that the Boundary Project would 
go into operation in the 1965-66 period. The Staff’s estimate shows that if water 
conditions similar to those which existed in the water year 1936-1937 were 
experienced in any year after 1964-1965, there would be a deficit on the City’s 
system in excess of 400 megawatts on the average. 

When reduced to terms common to each other, the estimates of witnesses 
Brundage, Peterman and for the Staff as to the power demands upon the City’s 
electric resources within the next several years are reasonably in agreement, 
and indicate that by the time the proposed Boundary development could be 
on the line all of the power which it could produce, on the average, would be 
needed for the City’s distribution system. 

However, the testimony on this point was not entirely in agreement. Robert 
B. Gallup, a witness for the PUD who (since 1954 has been a partner in R. W. 
Beck and Associates, utilities analysts and engineers) was consultant on financial 
matters to the PUD during the construction of Box Canyon Project and had acted 
in the capacity as consultant to the PUD on many issues prior to and after the 
completion of that project, also undertook, in refutation of the evidence above 
referred to, an estimate of the commercial and industrial sales by the City in 
the years 1959 through 1965. Using the F.P.C. Form 1 reports of the City for 
the years 1952 through 1959 with respect to the commercial and industrial sales 
and revenues projected the City’s commercial and industrial sales reported for 
the years 1952 through 1958, through the year 1959 and on up through 1965. 
His projection showed total commercial and industrial sales in 1965, exclusive of 
Alcoa and Bethlehem, of 1,722,785,000 kilowatt-hours, as compared with Mr. 
Peterman’s estimate of 2,400,000,000 * kilowatt-hours. 

This witness’ analysis of the industrial and commercial sales for the years 
1952 through 1958 showed that the average annual increase in overall sales for 
the period was six percent. However, in the preparation of his estimate he 
chose to use instead a constant annual average amount increase which is a 
projection of the average annual increase on a “straight line basis.” 


I used that, the witness said, because I did not feel that the evidence 
which I had reviewed in this case and other information which I had avail- 


*The City’s estimate would have increased commercial and industrial sales from 
1,297,530,000 kilowatt-hours in 1958 to 2,400,000,000 in 1965, an increase of 15.75 
percent a year on the average for the period. 
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able would warrant an assumption that the industrial load in this area is 
a load which will grow in the future as a function of the load at any 
particular year. In other words, there was no evidence that the industrial 
load would grow on a compound annual basis. 


By the use of the constant amount increase the witness arrived at figures 
substantially lower than he would have had had the six percent factor been 
applied. 

The difference between this witness’ estimate and that of the City’s expert for 
commercial and industrial sales in 1965 would then be 677,215,000 kilowatt-hours. 
“This amount”, the witness said, “would be available in the year 1965, plus the 
losses from the transmission grid to the industrial customers which had been 
considered previously by the City of Seattle as being a load.” 

The witness thus reached the conclusion that the City of Seattle would have 
a surplus of 730,000,000 kilowatt-hours available for sale outside its service 
area in 1965. This is approximately 23 percent of the estimated median year 
output of the Boundary Project. Thus, Seattle, on the basis of the PUD’s 
estimates, would be selling in its service area in 1965 only 77 percent of the 
output of the Boundary Project during the median year. 

The peak surplus that would result from this projection would be approxi- 
mately 336,000 kilowatts, an increase of approximately 120,000 kilowatts over the 
estimate of the City of Seattle for the peak surplus in the year 1965. This 
represents approximately 55 percent of the Boundary output. 

As has been seen in arriving at his estimates of. the City’s future require- 
ments, the City’s witness had included an additional amount equal to 14 percent 
of the estimated total sales excluding the Bethlehem and Alcoa loads, repre- 
senting system losses and City Light’s own use of electricity. Losses on the 
Bethlehem load were estimated at eight percent. The PUD’s witness used in 
place of 14 percent a figure of 7.5 percent. 

The PUD’s witness made no detailed analysis of new office building con- 
struction in the City of Seattle nor of the other possibilities on an industry-to- 
industry and plant-to-plant basis. Although recognizing the fact that the main 
industrial expansion area was south of the City’s limits in the Tukwila area, an 
area presently served by Puget Sound Power and Light Company, he did not 
consider that the City would be using any power from the Boundary Project for 
any increased load in this area. 

Taking into account the responsibilities resting upon the several witnesses who 
testified on this point, it is concluded that the estimates of future requirements 
submitted by the City and concurred in by the Staff, fairly represent the 
demands which City Light will be called upon to meet over the period which 
these estimates are intended to cover. 


The City’s Proposed Developments 


In its original application in Project No. 2144 the City proposed a single, 
specific development. Except for an increase in the nominal rating of the 
turbines from 125,000 to 140,000 horsepower, that development was identical 
with the alternative project presently proposed as “The Surface Development.” 

The Surface Development.—The surface development would include a thin arch 
concrete dam approximately 385 feet in height and 975 feet long at the crest. 
There would be two overflow spillways, one located at each end of the dam and 
each having two radial gates (52 feet x 40.5 feet), with the spillway crest of 
the dam at elevation 1,950 feet above sea level. The two would have a total 
discharge capacity of 167,000 cubic feet per second with the reservoir surface at 
1,987 feet above sea level. A lined spillway tunnel extending around the left 


693-488—641——9 
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abutment would have a fixed-wheel type gated crest at elevation 1925 and a 
discharge capacity of 166,000 cubic feet per second with reservoir surface at 
elevation 1987. In addition, there would be four auxiliary outlets through the 
dam with an invert elevation of 1,780 feet, each controlled by a fixed-wheel type 
gate 8.75 feet x 8.75 feet. These outlets would have a total discharge capacity 
of 27,000 cfs and they, together with the other spillway facilities mentioned 
above, bring the total discharge capacity to 360,000 cfs. 

Four outlets in the dam may also be provided at elevation 1,750 feet which, 
in conjunction with the outlets at elevation 1,780 feet, may be used for reservoir 
evacuation. The capacity of these lower outlets is not included in the con- 
templated spillway capacity of 360,000 cubic feet per second. 

There would be a surface powerhouse located some 1,700 feet downstream 
from the dam on the right bank. Provision would be made for extending the 
upstream end of the powerhouse so that additional generating units may be 
installed later. 

A witness for the City employing July 1, 1958 price levels estimated the total 
cost of a six unit Boundary surface development (with provision for three addi- 
tional generating units), including taxes and interest during construction and 
contingencies, but excluding transmission facilities and special engineering and 
geological investigations and provisions such as contemplated in Exhibit Article 
12, to be $120,741,010.5 

Assuming a project practically identical to that proposed by the City as its 
surface development (except that five orifice-type spillways through the dam 
would be substituted for the tunnel spillway proposed by the City), and munici- 
pal construction and financing, the Staff of the Commission estimated the capital 
cost of the Boundary Project at $118,566,000.° With the alterations assumed 
by the Staff, the City estimated the capital cost of this development as 
$117,948,000. 

A City witness estimated annual costs at its Boundary Surface Development 
(again exclusive of any Exhibit Article 12 costs) at $6,667,160 for production 
and $2,330,988 for transmission, a total annual cost of $8,998,148. Another City 
witness calculating the unit cost of power at that plant, including wheeling to 
Seattle, used as annual costs $8,822,031 on an amortization basis and $8,415,031 
on a depreciation basis. 

A Staff witness estimated the total annual cost for the Boundary Surface De- 
velopment, exclusive of transmission and Exhibit Article 12 costs, at $7,675,000. 
Mr. Gallup (supra p. 96) for the Public Utility District, appears to have accepted 
the $7,675,000 estimate but came up with costs, including transmission, of 
$10,319.353 for the City’s proposed project, and $10,494,967 for the Boundary 
Surface Project studied by the Staff. 

Employing its estimated annual costs above described, the City arrived at 
energy cost of 2.17 mills on an amortization and 2.06 mills on a depreciation 
basis. Similarly, the City found the unit cost of energy delivered to Seattle as 
2.72 mills on an amortization and 2.59 mills on a depreciation basis. 

The Staff made a study of the power value of the power output at the Boundary 
Surface Development evaluating that output in terms of an alternative supply of 
power that could be obtained from a steam-electric plant at or near load centers. 
The Staff's study resulted in an amount of $9.80 per kilowatt per year for ca- 
pacity, plus 3.18 mills per kilowatt-hour for energy. 


5 The total capital cost, including $116,201,050 for an arch-type concrete dam and sur- 
face powerhouse (but excluding any costs incurred under “Exhibit Article 12” of the 
Application for License) was estimated by the Applicant as of July 1, 1958, as 
$133,609,005. 

* Exclusive of assignable mining costs and “Exhibit Article 12” costs. 
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A witness for the City thought the capacity value should be $10.86 rather than 
$9.80 per year. Mr. Gallup calculated a capacity value of $14.99 per kilowatt- 
year and an energy value of 4.28 mills per kilowatt. 

The benefit-cost ratio of the Boundary Surface Development as developed by 
the City, Staff and PUD using the costs and values above set out are: 
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The Underground Development.—In the rebuttal stage of the engineering phase 
of the case the City submitted evidence relevant to a project the powerhouse of 
which would be located in an underground gallery. Thereafter, the City moved 
for, was granted the right to, and did file an amendment to its application in 
which it included as an alternative a project having such an underground power- 
house. In the underground development, the dam would be a rockfill structure, 
approximately 390 feet in height and 900 feet in length along the crest. The 
normal highwater level of 1,990 feet elevation, and the gross powerhead of 261 
feet would be the same as in the surface development. 

There would be a single spillway channel controlled by three 50 feet x 112 
feet radial gates, with a spillway crest at elevation 1942 feet. The total capacity 
of the spillway with reservoir at surface elevation 1,987 feet at the dam would 
be 360,000 cubic feet per second, equal to the combined capacity of the overflow 
spillways, the tunnel spillway and the four auxiliary outlets in the surface 
development. 

The powerhouse which would be located on the left bank of the river in an 
underground gallery (between the two diversion tunnels) would be 661 feet in 
length, and 76 feet in width at its widest section. Six generating units would 
be installed initially, and provision made for three additional units. 

The capital cost of the Boundary Project (exclusive of transmission plant and 
costs of Article 12) assuming a rockfill dam and an underground powerhouse (six 
units installed and provision for nine) was estimated by City witnesses as of 
May 1959 as $93,017,000. This particular design was submitted subsequent to the 
Staff’s presentation and there is no comparable estimate by any other participant 
covering this development. If, to the amount shown above, there were added 
other costs, including transmission, the total becomes $123,292,950. 

Benefit-cost ratios with respect to this project as developed by the City, the 
Publie Utility District and the Staff are as follows: 
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Installation in the underground plan of flood release tunnels as suggested 
by Public Utility District would increase the annual cost of this project to 


$8,648,000, reduce the excess of value over cost to $7,026,000, and the benefit- 
cost ratio to 1.81. 


Composite Development.—This development, also proposed by the City as an 
alternative development, combines the concrete arch dam and spillway facilities 
described in the surface development with the water conduits, powerhouse, 
transformers and switchyard facilities proposed for the underground 
development. 

The City presented in evidence an estimate, as of May 1959, of the capital 
cost of a composite project consisting of a thin arch concrete dam and spillway 
facilities similar to the surface development and an underground powerhouse 
amounting to $96,637,000." Adding to the latter amount the other costs, including 
transmission costs, the total becomes $126,912,950. 

The benefit-cost ratios for this project are advanced as follows: 








| City PUD 


Net dependable capacity . $5, 556, 600 $5, 459, 000 
Net nominal prime energy--- 780 10, 103, 000 
Net secondary energy 


Total value 15, 674, 000 
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Common Characteristics—The normal headwater elevation, the normal tail- 
water elevation and the gross head, at a discharge of 30,000 cubic feet per second 
of the three alternative layouts would be the same. That is to say, each would 
have a normal headwater elevation of 1,990 feet above sea level, a tailwater 
elevation of about 1,728 feet in the natural condition of the stream, and there 
would thus be provided a gross head of about 262 feet. Each of the three 
developments would create a reservoir of 17% miles in length with a total 
storage of 94,000 acre feet, of which approximately 42,000 acre feet would 
be usable. 

Each layout contemplates that there would be three transformer banks each 
eapable of transforming the output of two generators from the 13.8 kilovolt 
generating voltage to the 230 kilovolt transmission voltage. A switchyard would 
contain the necessary high tension bus structure, circuit breakers and terminal 
positions for the lines connecting to the load centers. 

Evidence presented by the City reveals that the natural flow of the Pend 
Oreille River in the neighborhood of the Boundary site (based upon measure- 
ments during the period 1928-1948) exceeded 40,000 cubic feet per second about 
20 percent of the time. The flow exceeded 32,000 cubic feet per second about 2: 
percent of the time and the regulated flow (based on 1967-1968 estimated 
installations and loads and the natural flows of 1928-1948) would exceed 
32,000 cubic feet per second about 20 percent of the time. Either alternative 
of the Boundary Project would of necessity have to be operated as a run-of- 
river plant with considerable peaking being permitted through the use of the 
available daily poundage at the site. 


7 Exclusive of assignable mining costs and “Exhibit Article 12" costs. 
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Each layout contemplates that there would be three transformer banks each 
capable of transferring the output of two generators from the 13.8 kilovolt 
generating voltage to the 230 kilovolt transmission voltage. 

Transmission facilities would, of course, be provided. However, their exact 
location and design have not yet been determined. It is planned that the power 
from this project will feed into the Northwest Power Pool grid at or near 
the City of Spokane. While it may be impossible to determine where this 
power will be consumed, it may be assumed that it would be used in the 
Spokane area. On a displacement basis it would become available anywhere 
on the northwest transmission grid. Some portions of it could move eastwardly 
into Idaho and Montana and thus help carry Bonneville’s contractual loads there. 

In each instance the powerhouse is designed to house six hydroelectric gen- 
erating units with provision for the installation of three additional units® in 
the future. The capacity of the turbines, identical under each alternative, 
would be 140,000 horsepower each at 250 feet net head, an aggregate initially of 
840,000 horsepower. The generators would be rated at 100,000 kilovolt-ampere 
at .90 power factor, thus giving an initial total nameplate rating of 540,000 
kilowatts. In each instance also there is contemplated an ultimate installation 
of 1,260,000 horsepower and 810,000 kilowatts. 

The peaking capability is considered to be 599,000 kilowatts at full gate open- 
ing of 33,000 cubic feet per second at 254.9 feet of net head. The evidence shows 
that the plant would have an average capability for the period September 16, 
1936 to April 15, 1937, (that being considered the critical water period) of 
387,700 kilowatts, thus giving the project a plant factor of about 65 percent. 

A witness for the City testified that the Boundary Project, and this is equally 
applicable to either alternative, may be expected to generate (without allowance 
for back water effect at Box Canyon) slightly less than 314 billion killowatt-hours 
in an average seasonal year, calculated for a twenty-year period 1928-1948. 
The calculation shows the variation between 2.472,052.8 megawatts for 1940- 
1941 and 4,618,500 megawatts in 1933-1934. 

The same computation discloses that in the period September 16, 1936 to 
April 15, 1937, the average energy in the storage draft period was 1.49 billion 
in 1931-1932, 1.62 billion in 1940-1941, 1.84 billion in 1936-1937 and 2.62 billion 
in 1953-1934. 

The City contemplates that the construction of Boundary will bring in ap 
proximately 540,000 kilowatts of capacity (roughly an entire year’s load growth 
for the Northwest Power Pool) into the northwest area. 

The Staff of this Commission studied various aspects of the proposed projects, 
reviewed the materials filed by the Applicants herein and presented evidence 
revealing the results of such studies. Included was a study to show by what year 
Boundary Project would be dependable on the load of the City’s system. This 
study showed the peak load estimated for January 1973 is 1,609 megawatts and 
the monthly energy 1,001 average megawatts; that the Boundary Project capacity 
would be dependable on the load of the City by about 1973 or 1974 depending 
on when the peak load of about 1609 megawatts is realized. 

Upon completion of their study, the Staff estimated that the gross average 
annual energy from Boundary would be 3.36 billion kilowatt-hours. Based on 
the water year period 1936-1937 the gross annual nominal prime energy would 
be 3.25 billion and the average annual secondary energy would be 112 million 
kilowatt-hours. 


® The total capital cost, as of May 1959, of the additional three units was estimated at 
$22,316,000. 





102 FEDERAL POWER COMMISSION 


Since the estimates of expectation of power generation have not taken into 
account the backwater effect of the proposed Boundary Project at Box Canyon 
some consideration should be given to that point. 

Early in the hearing the City offered estimates showing that for the proposed 
Boundary development with the reservoir at elevation 1,990 at the dam and a 
river discharge of 30,000 cfs, encroachment at the existing Box Canyon devel- 
opment would be about 2.5 feet. As the flows increased, the encroachinent would 
diminish so that for flows greater than 56,500 cfs, encroachment on the upstream 
plant would have disappeared.® The City’s studies also show that with a reser- 
voir at 1,985 feet at the dam and a flow of 30,000 cfs there would be no 
encroachment. 

In turn, the PUD submitted backwater computations showing that the back- 
water effect at Box Canyon of either a High Z Canyon or a Deadman’s Eddy 
reservoir would be no more than 314 feet. 

A direct coniparison of the backwater effect at Box Canyon of a reservoir 
to 1,985 elevation resulting from the City’s and the PUD’s backwater computa- 
tions is as follows: 


City PUD 
At stream flows of— calculations | calculations 
(exh. 9) | (exh, 110) 


C. fs. | Feet 





The close agreement between the power losses at Box Canyon as indicated by 
the PUD’s studies as compared with those of the City was commented upon by 
Staff witness Froggatt. 

In a later appearance the witness for the PUD who had testified early on this 
subject radically altered that testimony. This time he said that the formula 
which had been applied initially did not take into consideration a factor which 
he had come to believe was extremely important in determining the backwater 
effect of the downstream developments on Box Canyon. As a consequence, he 
had recomputed backwater information for various flows for each reservoir of the 
Z Canyon and Boundary developments. In his recalculation, the 0.2 foot at 
flows of 30,000 cfs and zero feet at flows between 30,000 and 35,000 cfs would 
become instead a steadily increasing backwater effect as the stream flow in- 
creased. Thus, instead of disappearing, the effect of a Z Canyon development to 
elevation 1985 would become 18 feet at a flow of 171,000 cfs (the 1948 flood flow) 
and would continue upward. Boundary backwater at Box Canyon would be- 
come 20 feet at 171,000 cfs. The witness testified that such a flow would flood 
the Town of Metaline to a depth of 30 feet and inundate the Box Canyon power- 
house. It would also flood all or portions of the cultural developments in the 
area. He also testified that this would increase the cost of Low Z Canyon by 
$500,000 and the cost of the City’s project by $20,000,000. PUD’s High Z Canyon 
would require only some slight modification. 

There followed many days of cross-examination of the witness and thereafter 
both Applicants found it desirable to call additional expert witnesses on this 
issue. It does not appear necessary to consider here in detail this supplemental 


* Later the City submitted an exhibit which showed the water surfaces from Boundary 
to Box Canyon measured by the PUD’s engineers, Sewell & Sewell. 
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and additional testimony. All agreed that the studies made and the data derived 
therefrom were not entirely accurate, were based upon insufficient data and 
that additional and more detailed studies would have to be made and that only 
actual performance at the development would accurately determine the backwater 
effect on Box Canyon of these projects. 

Finally PUD’s witness conceded that his revised testimony and exhibits were 
intended to show only the qualitative and not the quantitative backwater effect 
upstream at Box Canyon. In the light of all of this evidence, it is concluded 
that the original calculations presented by the City and the PUD are sufficiently 
accurate for the purposes of this proceeding. They, of course, will be subject to 
subsequent further determination. 

Financial Feasibility of Seattle’s Proposed Project 

The testimony is that the Boundary Project, in the event it is licensed, would 
be financed by the sale of serial revenue bonds secured by revenues of the City’s 
Department of Lighting. 

The evidence shows that the general long-term trend of usage per lower bracket 
customer is upward but revenues per kilowatt-hour for the major customer 
classification is downward. This was illustrated by a chart submitted by the 
City’s witness Peterman. This chart reveals that between 1944 and 1965 there 
was an increase in the City’s kilowatt-hour sales from slightly less than 800 
million to about 54 billion, a reduction in revenue in cents per kilowatt-hour 
from 1.2 to less than 0.9 cents, and an increase in revenue in dollars from 
about $914 million to $46 million. 

Mr. Peterman made detailed analyses of the trend of the City’s operating 
expenses from 1958 to 1965. 

A similar estimate was made of the City’s sales and revenues for the same 
period. It showed that the annual kilowatt-hour sales would increase from 
3,618,958,000 in 1958 to 5,265,642,000 in 1965 while revenues would increase from 
$33,515,645 in 1958 to $45,774,673 in 1965. 

The City’s witness also placed in the record an income statement showing 
City Light income available for debt service for the years 1953 to 1965 inclusive. 
In the years 1958 to 1965 inclusive, City Light’s income would exceed its debt 
service requirements as follows: 


In other words, in 1965 City Light’s earnings available for debt service would 
exceed the debt service requirements by 53 percent. This coverage is expected to 
increase in future years as sales of electric energy and revenues increase because 
debt service is substantially constant in subsequent years. The evidence shows 
that the City treats all of its bond issues as a single issue, that is, the funds 
necessary to meet the debt service are set aside regularly for all bonds issued. 

Here again PUD’s witness Gallup undertook to establish an over-estimation 
on the part of the City of the revenues which will be available for debt service. 
Starting with his estimate of probably future sales by the City (supra p. 96) he 


made some estimates of his own with respect to operating expenses, adjusted 
revenues to allow for a rate reduction which became effective in 1956 and added 
8 mills per kilowatt-hour sales in the commercial and industrial categories. 
Thus, he assumed total revenues in 1965 from “Normal Commercial and In- 
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dustrial” sales of $17,027,777 as compared with $22,800,000 for the same category 
of revenues as estimated by the City’s witness. Computed in this manner, the 
debt service coverage in the year 1965 would be 1.15. 

Again giving consideration to the responsibility of the City and its witnesses 
in this respect, the record is persuasive that the Boundary development, in either 
of its alternatives, would be financially feasible and that the margin of City 
Light’s earnings available over and above estimated debt service would be 
adequate to enable the sale of the bonds on a reasonably satisfactory basis. 


Public Utility District No. 1 of Pend Oreille County 


Evisting Facilities and Operations 


Public Utility District No. 1 of Pend Oreille County, Washington is a munic- 
ipal corporation organized and existing pursuant to the laws of the State of 
Washington and having its offices and principal place of business in Newport, 
Washington. Under the statutes of the State of Washington the PUD is 
authorized to own, operate and maintain electric utility properties for the 
generation and transmission of electric power and energy. The boundaries 
of the PUD are co-extensive with the boundaries of Pend Oreille County. 

The corporation functions under the direction of a Manager appointed by, 
and who is subject to the direction of. a Board of Commissioners. 

The PUD began operations in 1948 following the acquisition of electric dis- 
tribution facilities then owned and operated by Metaline Falls Light and Water 
Company and by the Town of Ione. 

From its initial operations until 1955 the PUD purchased the power which 
it distributed from Bonneville Power Authority. Initially, the PUD served 
the Town of Metaline and a limited number of other customers including the 
Grandview property and the Metaline Mining and Leasing Company’s operations, 
both of which were then operated by the American Lead and Zinc Company. On 
June 1, 1949, service was begun in the south end of the County when the facilities 
of Mountain States Power Company, serving the Town of Newport and the 
surrounding rural area, were acquired. 

The PUD is not the sole supplier of electric energy in Pend Oreille County 
but shares that service area with Inland Power and Light Company, a large 
rural electric cooperative, also operating in Spokane, Whitman and Stevens 
Counties, Washington and Bonner County, Idaho. A witness for the City esti- 
mated that Inland had about 600 customers in Pend Oreille County and that their 
total demand in 1958 was about 1300 kilowatts Inland purchases its require- 
ments for power from Bonneville Power Administration and buys none of it 
from the PUD. 

In addition to the distribution systems referred to above, the PUD also 
acquired at an unidentified date, and now owns, the Calispell Hydro Plant 
located on Calispell Creek. This plant has a firm peaking capability of 600 
kilowatts, and usually produces in the neighborhood of 200,000 kilowatt-hours 
a month. 

The PUD also owns the Sullivan Lake hydroelectric plant. At the present time 
the owner is selling the rights to the storage at this project under a contract 
which expires in 1967. 

As has been said (supra p. 69) on February 5, 1952, upon application filed 
on October 8, 1951, the Commission issued to the PUD a license for Project 
No. 2042 known as the Box Canyon Project located on the Pend Oreille River 
at a site about three miles north of the Town of Ione, Washington. Box Can- 
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yon began producing power on June 1, 1955, and since then the PUD has provided 
for its own needs substantially from the three plants above described. 

In a resolution dated October 13, 1952, amending an earlier one, the Com- 
missioners of the PUD adopted a plan or system for the acquisition and con- 
struction of certain additions, improvements and extensions of its existing 
properties, to wit: the construction of the Box Canyon Project above referred 
to and related facilities, and authorized the borrowing from the Reconstruction 
Finance Corporation of funds for that purpose. The plan included, of course, 
the purchase of such lands and other rights as might be needed in connection 
with the construction of that project. It should be noted that no reference was 
made therein to Z Canyon or any development at or near that site. It appears 
that in connection with that project, the PUD acquired on April 24, 1953, the 
Cooper properties heretofore referred to. 

On October 30, 1953, the City filed its application for a preliminary permit 
Boundary Project. The PUD’s brief asserts that this created a conflict of 
interest. 

The present Superintendent of Lighting for the City of Seattle, Dr. Paul J. 
Raver, assumed office on January 15, 1954, and very soon thereafter negotiations 
were begun between the City, the PUD and the Mining Interests aimed at work- 
ing out a plan for building a hydroelectric project in this reach of the river. 
In those negotiations, PUD proposed a 50-50 ownership and construction plan 
and such a plan was discussed at conferences held as late, at least, as August 
24, 1954. 

PUD’s Manager testified that Dr. Raver expressed the hope that the PUD 
would not file an application for a preliminary permit. On February 3, 1956, 
the contract between the PUD and the City of Seattle, elsewhere herein more 
particularly described, for the purchase by the latter from the former of electric 
energy produced at Box Canyon was entered into. In April 1956, the decision 
was reached by the City to proceed with the work preliminary to the filing of 
an application for a Boundary development at elevation 1990. 

On September 5, 1958, the PUD filed its “Revised” application for a license 
for a power development at Z Canyon. 


PUD's Sources of Power and Its Current Requirements 


The evidence shows that the PUD’s Box Canyon plant, with four units in- 
stalled, has a 30-minute peaking capability ® of 82,800 kilowatts, and a 3-hour 
peaking capability of 77,200 kilowatts each month. As we have seen, the PUD’s 
Calispell Creek plant has a firm peaking capability of 600 kilowatts. (Supra 
p. 60) These two sources thus afford an aggregate 3-hour peaking capability 
of 77,800 kilowatts. The evidence shows that the PUD’s 1958 load including 
firm sales for resale to other electric systems amounted to 72,400 kilowatts. Thus, 
the PUD’s supply of energy from its own sources available in 1958 was some 
seven percent in excess of the demands on its system. 

As has been noted, at the present time the PUD is operating the storage at 
the Sullivan Lake plant but is selling the rights to the storage to Pacific North- 
west Alloys Corporation of Spokane, Washington. Those rights permit the 
Alloys Corporation to purchase 3,700 kilowatts of firm power from the Bonneville 
Power Administration. The contract between the PUD and the Alloys Corpora- 
tion expires in 1967 at which time the PUD’s storage at the Sullivan Lake 


1 Not to be confused with “dependable peaking capacity” of which PUD presently has 
none. 
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Project could be used to supply its own system. The addition of 3,700 kilowatts 
to the supply above described would give the PUD a 3-hour peaking capacity of 
81,500 kilowatts in 1968. 

It should be pointed out, too, that the PUD’s license for the Box Canyon 
Project is subject to a special condition (Article 35) to the effect that at such 
time as the Commission may direct and to the extent that it is economically sound 
and in the public interest to do so, the Licensee may be required to install an 
additional generating unit of 10,000 kilowatts capacity. Assuming the need 
therefor, the PUD might of its own initiative or by direction of the Commission 
install a fifth generating unit, thus bringing the PUD’s total 3-hour peaking 
capacity to 91,500 kilowatts. 

A witness for the City estimated the PUD’s total load for the years 1970 and 
1980 as 61,000 kilowatts and 63,000 kilowatts, respectively. 

The PUD has a contract with Whatcom County Publie Utility District under 
which the latter is entitled to purchase &,000 kilowatts. The PUD, it appears, 
currently sells Whatcom about 7,000 kilowatts under this contract. Whatcom 
is located about 100 miles north of Seattle and it uses this power for a single 
customer, The General Petroleum Corporation refinery at Ferndale, Washington. 
The contract expired on September 1, 1959. Bonneville Power Administration 
has contracted to supply this requirement after that date, thus leaving an addi- 
tional amount of 7,000 kilowatts availabie to the PUD. 

On February 3, 1956, but effective as of August 15, 1955, a Memorandum of 
Agreement was entered into between the City and the PUD in which, after 
reciting the conflicting applications filed herein and the intention of the parties 
to negotiate for a non-conflicting plan, provides for the sale by the PUD and the 
purchase by the City of 48,000 kilowatts of firm power. This contract is for a 
period of 50 years but contains “recapture” provisions under which the amounts 
which the PUD is obligated to deliver to the City can be reduced under certain 
options. Those which are here relevant are: 

(a) In the event additional power were developed on a negotiated basis by 
the parties to the agreement on that stretch of the Pend Oreille River here 
involved, the agreement may be amended or renegotiated to cover the new 
situation provided that under such conditions the total firm power was not to 
be less than the contract demand set out in the agreement. 

(b) The PUD may recapture this power only to serve loads of ultimate con- 
sumers within the PUD’s distribution area. 

(c) The PUD may not recapture, except with the consent of the City, more 
than a total of 12,000 kilowatts between the end of the twelfth and the end of 
the twentieth years of the contract. 

Under this contract the City is not only taking 48,000 kilowatts of firm power 
but in addition power which is called in the contract “excess firm power.” 
The amount of this class of power which the City is required to take is the 
difference between the PUD’s estimated load “in December or January, whenever 
it occurs” and the peaking capacity of the PUD’s resources. In other words, 
the City has thus agreed to take the excess of the PUD's capacity over and 
above the requirements of its other customers. In the first contract year, 1955- 
1956, the City took 5,000 kilowatts of such excess power and in the second, 9,000 
kilowatts. In 1956-1957 the City took 9,000 kilowatts of this excess power. In 
1957-1958 the City took, in addition to the 48,000 kilowatts, 5,000 kilowatts of 
firm power and 4,000 kilowatts of peaking capacity. Thus, in the latter year the 
City purchased from the PUD under this contract 57,000 kilowatts of which 
48,000 was firm, 5,000 excess firm and 4,000 peaking only. 
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Under the recapture clauses of the Seattle-PUD contract, in 1967 the PUD 
could, if it found such action desirable and necessary in order to serve con- 
sumers within its distribution area, reduce its delivery obligation to the City 
from 48,000 to 36,000 in 1975 to 32,000, in 1980 to 28,000, in 1985 to 24,000, in 
1990 to 20,000, in 1995 to 16,000 and in 2000 to 12,000 kilowatts. 

The PUD presented for the record a tabulation showing what was said to be 
the actual PUD loads, including sales to the Whatcom PUD, for the last four 
of those periods, for the years 1954, 1955, 1956, 1957 and the 12 months ended 
November 30, 1958. The Whatcom PUD loads were for 1955, 43,975,000 kilowatt- 
hours, for 1956, 46,910,000 kilowatt-hours, for 1957, 46,942,000 kilowatt-hours 
and for the 12 months ended November 30, 1958, 51,988,000 kilowatt-hours. 
Later the City introduced a document purporting to reflect the PUD’s historical 
customer and load data for the years 1949-1958 inclusive, but exclusive of sales 
to Whatcom. The testimony shows that the data contained in the latter docu- 
ment for the years 1949 to 1954 inclusive was procured from a report published 
jointly by the PUD and the Bonneville Power Administration and that the data 
for the years 1955, 1956, 1957 and 1958 were supplied to the City’s witness by 
Mr. Harold Sewell “ in the form of copies of reports made to the Federal Power 
Commission. 

Since, aside from the Whatcom sales, there is substantial agreement between 
the data for the same periods supplied by the PUD and the City and since those 
supplied by the City cover a longer period, they will be employed for present 
purposes. The figures for the years 1949, 1953, 1954, and 1958, taken from the 
City’s exhibit (Exh. 276) are as follows: 


Average number of customers 
ential, urban and rural 


Cw.-hr. per customer 

Resider 1, urban and rural 

Commerc ‘ 

Industrial (mw,-hr.) 

Street lighting---- 
Energy sales (mw.-hr.): 

Residential, urban and rura 

Commercial... - 

Industrial__ 

Street lighting-.-- 

Other 

Total (mw.-hr.) a ita el ae 5, 45: 41,193 | 59, 108 

ORs END CUT FI Dace ccs cnndieccuatediesedembénsi 186 1, 884 : 421 





Energy requirements (mw.-hr.) - 5,939 | 43,077} 50,100 | 59, 129 
Annual maximum demand (kw.)-...- 5, 487 | 7,614 9,091 | 13, 682 





1 Average number of customers estimated on basis of year-end figures. 
3? Number at end of 1958 as reported on FPC Form 12 was 2362, 

3 Includes industrial in 1949. 

4 As reported to FPC on Form f2, Power System Statement for 1958, 


Evidence shows that in 1950, 76 percent of PUD’s total sales were for indus- 
trial purposes. Of the total 1955 sales (exclusive of sales to Whatcom) 61 per- 

“The PUD’s “engineer of record’? and the man in charge of load studies for the PUD. 
The PUD has recently employed an “industrial consultant”, but he did not testify. 
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cent were for industrial purposes. Industrial sales for the year 1956 and 1957 
and for the 12 months ended November 30, 1958, represented 64, 65 and 62 percent 
respectively, of the PUD’s total sales during those periods. For the full year 
1958 such sales represented only 61 percent of the total. 

With respect to the PUD’s future power requirements there are a number 
of figures in the record. For the present, however, we shall confine our attention 
to what may be described as a normal load growth including such other specific 
increases in load as are clearly established by the record. What appears to be 
an entirely dependable source of such data is the estimates furnished annually 
by the PUD to the Pacific Northwest Utilities Conference Committee.” These 
were prepared, also, by Mr. Harold A. Sewell. One such estimate, furnished to 
the committee on October 24, 1957, covers the period 1958-1959 to 1968-1969." 
The average of the estimated monthly average power requirements of the PUD 
as reflected therein for the 1968-1969 period was 16,583 kilowatts, or 145,270,000 
kilowatt-hours for the 12-month period. This estimate which, until the expira- 
tion of the Whatcom contract, September 1, 1959, contained the requirements 
of that purchaser, shows a drop in peak load from 21,000 kilowatts to 14,000 
kilowatts between the 1958-1959 and 1959-1960 periods due to the termination 
of those deliveries, and then a gradual increase in peak load at a rate of about 
1,000 kilowatts per year until it reaches 24,000 kilowatts in January of the 
1968-1969 period. 

The next annual estimate, which appeared in a similar report filed with the 
committee on November 4, 1958, which date, it will be noted, was after the 
issuance of the Commission’s order setting the within proceeding down for 
hearing, was identical with that contained in the earlier one except that it 
showed an increase in PUD’s peak requirements and average energy for Novem- 
ber, December and January in the 1969-1970 period. Mr. Harold Sewell, the 
author of these estimates, testified, however, that the increase here reflected 
was not attributable to any specific new industry expected to be established in 
the county but was included simply on account of the tremendous resources of 
Pend Oreille County. 

The PUD witness testified that in 1968 PUD would have a peak load of 
60,000 kilowatts and a peaking capability of 81,300 kilowatts and that PUD 
would then have 21,300 kilowatts available for a new, heavy industry if one 
wished to locate in the county. It also appears that it is possible for PUD to 
get from BPA a requirements contract for up to 10,000 kilowatts to serve new 
industrial loads “as long as Boneville has the power.” Such an amount added 
to the 21,300 kilowatts would make it possible for the PUD to supply for this 
purpose 31,300 kilowatts in 1968. 

Assuming the accuracy of the estimates last above described, made, as has 
been explained by one steeped in knowledge of and experience in PUD’s service 
area and its requirements, the PUD would continue to have a surplus of power 
capacity through the end of the estimate period. 

In the twelve months ended November 30, 1958, the PUD’s industrial sales 
aggregated 36,483,706 kilowatt-hours. A major portion thereof was attributable 
to the following industrial establishments which had in 1958 the (kw) peak 
load set opposite the name thereof. 


















2A committee of the Northwest Power Pool to which the PUD has been submitting 
such estimates annually since 1955. 


13 A more recent report includes the period 1969-1970. 
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1958 peak demand 


in kw.’s 
Kiba Were Gimnml Cninh Ca ics tien tater nite acaph a 4, 260 
Pend Oreille Mines and Metals Company-..-...-----.-......-------.-.- 3, 480 
American Zinc Lead and Smelting Company-__-.------------------------ 1, 650 
Diamend GarGiner Cometh «oq ccccciccccnsnasudsicndemmannen nsncieilel 217 
Tone Lambert Came acess ccc eect cence ennadae sana 206 
Bacon Lee On isis ite ceniiaden canteen 48 


Re a COG isis isc itniceinsaiccie tina 
The peak demand of Pend Oreille Mines and Metals Company set out above 
is before adjustment for the production from its own hydroelectric plant (F.P.C. 
Project No. 1393). Assuming the latter to be about 1,000 kilowatts, the total 
peak demand of the mining companies is approximated at 6,000 kilowatts. 

The evidence shows that Ione Lumber Company is doubling its plant capacity 
and a contract has been executed for the purchase by that company from the 
PUD of 400 kilowatts. 

The cement plant is, it will be seen, the PUD’s largest customer and had in 
1958 a demand of 4,260 kilowatts on peak. No one from that establishment 
uppeared to testify with respect to that plant’s future requirements. However, 
a witness for the City undertook such an estimate which was to the effect that 
the plant’s production might increase almost three-fold by 1980. In that event, 
the PUD’s cement power load might be expected to increase to 12,000 kilowatts 
by 1980. 

Four persons holding important positions in companies owning or controlling 
the major mining interests in the area appeared as witnesses in this proceeding. 
One was a member of the Board of Directors, and another the Chief Geologist of 
The Bunker Hill Company which exercises direct ownership and control over 
some 6,000 acres of mineral lands and has a 37 percent stock ownership in the 
Pend Oreille Mines and Metals Company. There also appeared as witnesses the 
Manager of the Pend Oreille (and the Reeves MacDonald) mine and the Chief 
Geologist of Pend Oreille Mines and Metals Company. None of these witnesses 
were asked to, nor did they testify regarding the plans, if any, of their respective 
organizations for the expansion of mining operations in the area. Nor did 
they undertake estimates as to the probable future power requirements for 
mining operations in the county. 

No evidence has been adduced by any witness in a position to disclose plans 
of mining operations that any steps are contemplated for the increase of pro- 
ductive capacity and there is, therefore, no evidence of any planned increases 
in milling capacity which, in turn, would increase power requirements. 

A consultant for the City, who as a witness demonstrated substantial knowl- 
edge of and familiarity with mining activities, actual and potential, in the area 
expressed the opinion that production from existing mines would probably double 
in the foreseeable future. 

A witness for the PUD testified that if production in the area were increased 
(from 3,200) to 11,500 tons per day, the estimated peak load required for mining 
and milling would be 23,000 kilowatts as compared with the approximate 6,000 
kilowatts attributed to mining operations as set out above. 

The City submitted in exhibit form a summary of the PUD’s peak loads and 
peaking capability, actual for 1958, estimated for the years 1970 and 1980, with- 
out a Z Canyon Project. It reveals the following: 
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Thousands of kilowatts 


| 
1958 | 1970 1980 


Resources 

Existing: 

Box Canyon 

Calispell_..-.--- 

Sullivan Lake 
Future additions: 

Sullivan Lake 

Box Canyon 


RS sd ciadbatiia 


Local distribution 


Industrial loads 
Cement plant ‘ 
Forest products__._..-.-- PSS sien nabi sid adiceoneaebasa niece ash eae eae | 


Total industrial 
Sales outside county 


Total load | 
Surplus capacity...........-- ia eh ls ips ipl a a lt =a 











If the Box Canyon peaking capability were reduced from 82.8 megawatts 
shown above to 77.2 megawatts, the surplus would be 9,100 kilowatts in 1958, 
23,100 in 1970 and 31,100 in 1980. 


The PUD’s Presently Proposed Project 
The PUD’s revised application filed on September 5, 1958, recited that: 


The project will be known as the Z-Canyon Power Project and will consist 
of a two-stage or three-stage installation. In Alternate No. 1 it is not 
proposed to make the final installation [to elevation 1985] until the mining 
properties which will be affected by the construction of a dam to final height, 
have either (sic) been worked out to their economical limit * * *. 

Alternate No. 2 is designed as an immediate plan for comprehensive 
development to be made at any time desirable or necessary * * *. 


Thus, it appeared that the PUD was seeking immediate authorization for one 
or the other of the alternative plans although it was clear that only the first 
step in either of them, which is the Low Z Canyon, would be undertaken im- 
mediately. 

Because of the ambiguity thus arising, counsel for the PUD was requested more 
specifically to state what the PUD was seeking in this proceeding. 

During the course of the hearing, and in an amendment and supplement to 
its application filed at the conclusion thereof, the PUD made clear that this 
Applicant was seeking a license for the Low Z Canyon Project only, and not for 
a High Z (in either a single or second stage) Slate Creek or Deadman’s Eddy 
development. The PUD’s “overall” plan of development of the reach of the 
river as distingnished from its present application envisions further develop- 
ment in the form of an increase in elevation of the Low Z Canyon Project to 
1,985 feet or the construction and operation in conjunction with the Low Z 
Canyon Project of one or both of the two latter developments. But PUD is 
aware that such additional developments are some distance in the future and 
the evidence presented for this record with respect to those other projects is 
simply to provide an opportunity to compare them with Boundary and to show 
how the reach of the river might otherwise be developed. We shall, therefore, at 
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this point direct our attention to the project for which the PUD presently seeks 
a license, namely, the Low Z Canyon Project. 

Project No. 2250 would be located on the Pend Oreille River at about River 
Mile 18.3. The development would include a concrete arch dam having a maxi- 
mum height of about 255 feet with its non-overflow crest at elevation 1925 and 
with an uncontrolled spillway, centered in the dam, with its crest at elevation 
1885. The foundations and base of the dam would be designed to allow future 
raising of the crest to elevation 1985. The reservoir created by the dam to 
elevation 1885 would extend upstream (a distance of about 4.1 miles) to near 
the mouth of Slate Creek. The surface area of the reservoir would be about 160 
acres and there would be little useful pondage, no more than 1,000 acre feet 
with a six-foot drawdown. The normal headwater surface would be at elevation 
1885 and the normal tailwater elevation (exclusive of channel improvement) 
would be 1,735 feet. Thus, the project would have a gross head of 150 feet. 

The spillway would have an estimated capacity of 350,000 cubic feet per second 
with a water surface at elevation 1932.5 feet. 

A witness for the PUD testified that probably the Low Z Canyon design 
would be modified to put on gates instead of an uncontrolled spillway to reduce 
or to eliminate its effect for flood flows in excess of 90,000 cubic feet per second. 
Probably four gates would be required at a cost of $125,000 each. 

The powerhouse would be located downstream from the mouth of Z Canyon. 
The initial installation would consist of four turbines, each with a rated capacity 
of 98,000 horsepower at 140 feet net head and four generators, each with a 
rating of 75,000 kilovolt-amperes at 0.95 power factor. Thus, the total initial 
installation for the project proposed by the PUD would be 392,000 horsepower 
and 285,000 kilowatts. The powerhouse would be capable of extension to house 
a fifth unit, so that the ultimate installation of this stage would be 490,000 
horsepower and 356,200 kilowatts. 

Each group of two generators would be connected to a single transformer in 
the switchyard which would serve one 230 kilovolt and one 115 kilovolt trans- 
mission line. The switchyard would be located on a bench between the intake 
and the powerhouse. Transmission lines would be worked out to connect with 
the Bonneville Administration’s network at “the most advantageous point” 
with respect to power use and market. 

The Staff of the Commission studied a project essentially the same as that 
proposed by the PUD except that the size and capacity of the units were 
increased somewhat. 

The Staff's summary of power output from regulated flows from Low Z Canyon 
reflects average annual net generation of 1,813,000,000 kilowatt-hours and the 
1936-1937 nominal prime energy and secondary energy as 1,763,000,000 kilowatt- 
hours annually of prime plus 50,000,000 kilowatt-hours of secondary energy. 

The PUD presented an estimate of capital cost of the proposed Low Z Canyon 
Project as of September 1958 in which the cost of the production, transmission 
and general plant including an allowance of about 15 percent for contingencies, 
eight percent for overhead and net interest during construction was found to be 
$67,000,000. A Staff witness estimated the cost of this project after net interest 
during construction (but exclusive of any reservoir treatment and any low 
level silt release gates) at $77,047,000. 

One PUD witness estimated the annual cost of power from Low Z Canyon at 
$4,188,000, another at $4,297,000 and the Staff’s estimate was $4,883,000. Apply- 
ing to the PUD’s estimates of plant production appearing in the Summary of 
Twenty Year Power Study, namely, 1,646,000,000 kilowatt-hours of primary 
energy, 246,000,000 kilowatt-hours of secondary energy and 294,000 kilowatts of 
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peaking capacity the values which it had developed of 4.28 mills, 1.0 mill and 
$14.99 per kilowatt per year, the total revenues to be expected from the Low Z 
Canyon Project would be about $11,696,000. Another PUD estimate of power 


value was $11,430,000. 


The Staff estimated the annual value of the power at site at $8,106,000. 
A comparison of the Staff’s estimates with those of the PUD as the latter 
appear in different places in the record is as follows: 


Low Z Canyon 


Initial installed capacity (kw.)- 
Ultimate installed capacity (kw.)--.-- 
Dependable capacity (kw.) 
Gross energy ! average 20 years: 
Nominal] prime (thousand kw. hr.) - -- 
Secondary (thousand kw.-hr.) 4 
Annual value: 
Dependable capacity 
Nominal prime- ---_------ 
Secondary @ 1.0 mill_- - ---- 
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PUD 
(Br. T. 4) 


288, 000 
356, 200 
250, 000 


. 763, 000 
50, 000 


3, 680, 000 
, 700, 000 
50, 000 


$11, 430, 000 
4, 883, 000 
6, 547, 000 

2. 34 


1 Before adjustment for backwater effect. 


High Z Canyon, Initial Development to Elevation 1985 


An initial development at the Z Canyon to elevation 1985 is not now, nor in 
this proceeding has it ever been, proposed by anyone for present or for future 
construction. It is not among the alternatives proposed by the PUD in its 
application filed on September 5, 1958, nor the later amendments thereto. Noth- 
ing relating to such a project was included among the exhibits, which in ac- 
eordance with an earlier agreement among counsel were served in advance of 
the testimony relating thereto. 

There was offered by the PUD a “preliminary” line drawing of such a project 
dated September 25, 1958, and a tabulation, presumably equally “preliminary” 
purporting to be a summary estimate of the cost of such a project. as of 
September 1958. 

Counsel for PUD made it “perfectly clear that this is being offered here at the 
present time as part of the study that the District made on this reach of the 
river to see what could be done * * * were there no mining question.” 

Since it has been concluded that the danger of destruction of the mine and 
mineral resources is so remote as not to justify a refusal on that ground of a 
license for such a project in this reach of the river, this project assumes a more 
important position, not as a proposal by the PUD but as a hypothetical develop- 
ment in connection with the determination of the project best adapted to the 
development of the stream. 

PUD’s plan for a High Z development, which is clearly preliminary in nature, 
reveals a thin-arch dam with spillway crest to elevation 1985, creating a head 
with elevation at 1985. The dam would be provided with orifice-type spillway 
gates and two Tainter gates which together would provide spillway capacity for 
the design flood. An enclosed type powerhouse would provide for five generating 
units rated at 121,500 kilowatts each of which four would be installed initially. 
A single-stage Z Canyon development to elevation 1985 would produce, within 
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very close limits, and would have the same capacity as a Z Canyon Project to 
that elevation in two stages. 

The Staff’s study of the potential development of the reach of the stream here 
involved also included a single-stage high dam at the Z Canyon site. The project 
studied for comparative purposes was essentially the same as that suggested by 
the PUD to which reference has been made above. However, in order to make 
this project directly comparable to the City’s proposed Boundary Project, the 
elevation of the former was assumed to be 1990 feet above sea level. In addition, 
the Staff provided two diversion tunnels instead of one, increased somewhat the 
size and spacing of the units so that there would be used the same amount of 
water at both projects and provided a double set of trash racks, one at the intake 
from the forebay, the other at the intake of the power tunnel. 

The PUD estimated that after adjustment for power losses at Box Canyon 
the project it envisioned would develop 3,157,000,000 kilowatt-hours per year on 
the average. The Staff's estimate was 3,113,000,000 kilowatts. 

The PUD'’s preliminary study reflected a total cost of a Z Canyon development 
to 1985 feet above sea level of $79,400,000. The Staff's estimate of the total cost 
of a project to 1990 feet elevation was $100,557,000. The City offered for the 
record an estimate of the cost of a project similar to that contemplated by the 
PUD. 

The PUD in its initial presentation applied to the production from the plant 
which it envisioned unit costs of $14.73 per kilowatt per year for capacity, 4.36 
mills per kilowatt-hour for primary energy and 1.0 mill per kilowatt-hour for 
secondary energy. The Staff used a value of $9.80 per kilowatt per year for 
capacity, $0.00318 per kilowatt-hour of nominal prime capacity and $0.001 per 
kilowatt-hour of secondary energy. The City applied the same values as the 
Staff. As so derived, the benefit-cost ratios for the PUD, the City and the Staff 
were as follows: 





PUD ity Staff 








Dependable capacity - $7, 733. 000 $5, 145, 000 | $5, 145, 000 


Nominal prime energy 13, 220, 000 9, 642, 000 


9, 642, 000 
Secondary energy 81, 000 | 81, 000 | 


81, 000 


ee CEs oid stds sa cnkseeeeiededaedeeteet 21, 034, 000 14, 868, 000 14, 868, 000 
DIO, cittbinancntinpncminainemiiiiniithaading 6, 615, 000 6, 659, 000 6, 615, 000 


Excess of value OVE? C08t ...ccccccccccccececceccecccecce 14, 419, 000 8, 209, 248 8, 253, 000 
Benefit-cost ratio 3. 18 2. 23 2. 25 


High Z Canyon—Second Step 


In the second stage or step of the Alternate No. 1 development, the Low Z 
Canyon dam proposed by the PUD would be raised from elevation 1885 to 1985 
and spillway gates incorporated in that construction. These would consist of 
seven submerged orifice wheel gates each 20 feet wide by 30 feet high with 
sill at elevation 1885. They would be supplemented by two Tainter gates 45 
feet wide by 25 feet high. _ 

The turbines and generators would be replaced by ones of a larger rating. 
The electrical equipment would be replaced where required. 

The proposed total initial installation of the completed Alternate No. 1 
development would be 660,000 horsepower and 478,800 kilowatts in four units 


and the ultimate total would be 825,000 horsepower and 598,500 kilowatts in five 
units. 


h93-+488-—64 
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The PUD’s estimate of the incremental cost of High Z upon completion of 
the raising to elevation 1985 is $41,900,000. This amount added to the estimated 
$67,000,000 as cost of the Low Z Canyon Project produces a total cost of 
$108,900,000. A summary of incremental annual charges at the raised project 
reveals gross annual charges of $2,831,000 and, after deducting income from the 
sale of secondary energy, net anual charges (incremental) of $2,543,000. 

It was explained that this plan is only one of a number of possible alterna- 
tives for developing the additional 100 feet of head and that the timing of such 
possible construction might cause the development of another more expedient 
plan. It was pointed out that the construction of the Slate Creek or the Dead- 
man’s Eddy developments, or both of them, would preclude the raising of the 
Low Z Canyon dam. 

The benefit-cost ratio of a two-step development at Z Canyon to an elevation 
of 1985 feet employing costs developed by the PUD for a market in Pend Oreille 
County as referred to above was calculated by the PUD as follows: 
















Dependable capacity (476.000 Kw @ $14.73 kw.-yr.)_------ $7, 011, 000 
Nominal prime energy (2,696,000,000 kwh @ $0.00436 mills) — 11. 755, 000 
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Alternate No. 2 (three-step) Development 





This development would consist of the Low Z Canyon Project to elevation 
1885 as heretofore described and two additional projects, Slate Creek and Dead- 
man’s Eddy. 

The Slate Creek Project, which would be located upstream from the mouth 
of Slate Creek at River Mile 22.39 would include a low spillway dam. The 
crest of the gravity section would be at elevation 1975 feet and would have 
a combined length of about 200 feet. The normal water surface would be at 
elevation 1946 feet and the reservoir would be about 3.4 miles long extending 
to the proposed Deadman’s Eddy Project. The spillway section of the dam 
would consist of a subinerged broadcrested weir with crest at elevation 1860 
feet. Two power tunnels would conduct the diverted water of the reservoir 
to an open forebay near the mouth of Everett Creek. There would be an integral 
intake and powerhouse on the downstream side of the forebay and an auxiliary 
spillway section located on the right side of the powerhouse would form the 
intake for a future unit. The spillway would be located in the vicinity of the 
mouths of Slate and Everett Creeks. The tunnels would be concrete lined. 

The powerhouse, to be located adjacent to the river at the mouth of Everett 
Creek, would house initially four turbines each of 38,000 horsepower capacity 
at 54 feet net head and four generators each of 29,000 kilovolt-ampere rating at 
0.95 power factor. Provision would be made for the future installation of a fifth 
unit of the same capacity. Thus, the proposed total initial installation would 
be 152,000 horsepower and 110,200 kilowatts and the ultimate installation would 
be 190,000 horsepower and 137,800 kilowatts. 

There would be provided a 230 kilovolt switchyard with a main and transfer 
bus switching arrangement. 
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The PUD estimated the total project investment at Slate Creek as $42,400,000. 
That Applicant also estimated the gross annual charge for Slate Creek as 
$2,859,000, income from secondary energy at $114,000 and net annual charges 
of $2,745,000. 

The Staff studied a project substantially the same as that proposed by the PUD 
except that the size of the units, and consequently the powerhouse, were en- 
larged. The capital cost of such a project was estimated at $46,753,000 and the 
annual cost $2,857,000. The annual value at site was found to be $3,152,000 
and benefit-cost ratio was found by the Staff to be 1.10. 

The Deadman’s Eddy Development, which would be located at River Mile 25.79, 
would include a rockfill type dam with a crest elevation of 2,015 feet above sea 
level having a gated spillway, an open forebay channel, a powerhouse and a 
sending substation. The normal reservoir elevation would be 1,985 and the 
reservoir would extend to and encroach upon the Box Canyon Project. There 
is something over 1,000 acres of surface area. The spillway would consist of a 
concrete sill land four bays, each containing a Tainter gate. The size of the 
Tainter gates and the sill elevation were selected to permit some raising of the 
reservoir above the normal elevation during flood periods. 

The powerhouse would consist of four unit bays and an intake section for a 
future fifth unit would be provided on the right end thereof. The initial instal- 
lation would include four generators each of 17,500 kilovolt-amperes at 0.95 
power factor and four turbines of 23,000 horsepower at 33.5 feet net head. Thus, 
the proposed total initial installation would be 92,000 horsepower and 66,500 
kilowatts in four units and the ultimate installation would be 115,000 horsepower 
and 83,100 kilowatts in five units. 

A 115 kilovolt switchyard would have a single bus. 

The PUD estimates the total project investment at Deadman’s Eddy (as of 
September 1958) at $27,600,000. Gross annual charges are estimated at 
$1,938,000 and net annual charges after deducting income from the sale of 
secondary energy at $101,000. 

Here, too, the Staff found it desirable to increase the size of the units and, 
consequently, the powerhouse and as so modified made a study of this project. 
On that basis the Staff estimated the capital cost of the Deadman’s Eddy de 
velopment at $32,347.000 and the estimated annual cost at $2,024,000. The Staff 
computed the annual value at site as $2,117,000 and the benefit-cost ratio 1.05. 

The peaking capacity of Low Z Canyon, Slate Creek and Deadman’s Eddy 
would aggregate 474,000 kilowatts while those three plants would produce 
333,000 average continuous kilowatts. 

Three-Dam Summarization.—A consolidation of the estimates and calculations 


of the Staff relating to the constituent projects of the three-dam plan is as 
follows: 


Total capital cost____- rE ae a i See ees $156, 147, 000 
Total annual cost at site 9, 764, 000 
Total annual at site value 13, 375, 000 
Aggregate benefit-cost ratio 1. 37 


Financial Feasibility of PUD's Proposed Project 


Although it has been demonstrated that the PUD’s proposed Low Z Canyon 
Project is economically feasible in the sense that the annual value of power 
which could be produced thereat would exceed the annual cost thereof at site, 
the finanvial feasibility of the development is yet to be considered. As was the 
case with the City’s Boundary Project, the financial feasibility of the PUD’s 
proposed project must rest upon a showing of a favorable relationship between 
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the revenues which may be expected from the PUD’s operations and the costs of 
financing and operating the project. This is the test of the PUD’s ability to 
finance the project. 

In this respect there is an important difference between the situations of the 
City and the PUD since, as has been pointed out, the City has well established 
sources of income from its other plants to which would be added the revenues 
from the proposed Boundary site. The revenues from the Box Canyon Project 
are pledged to the payment of principal and interest and the bond service on 
that issue and would not become an obligation of the Z Canyon issue. 

In Exhibit “G2”, Proposed Method of Financing, which was attached to the 
PUD’s first revised application for the Z Canyon Project (which is Exhibit 148 
in this proceeding) it was asserted that “(t]he District plans to sell power to 
private corporations engaged in the light metal and other industries in the 
Pacific northwest who may locate plants in Pend Oreille County, because they 
are in need of and dependent upon low cost power continuously available which 
this project will produce and provide. Prospective purchasers of power surplus 
to the needs of the inhabitants and industries of the District who are interested 
in this power are municipalities with publicly owned distribution systems and 
other Public Utility Districts and also private power companies in need of low 
cost power. 

The District is holding in reserve 50% of the power to be produced for 
purchase by the City of Seattle if that City desires it. If the City of Seattle 
does not desire that power, the District will request the Commission to allow 
a reasonable period of time to make arrangements for sale of the power so 
reserved, to purchasers who have indicated their interest in this project. 

A request by the Secretary of the Commission for more specific information 
as to the proposed method of financing resulted in the procurement by the PUD 
of three letters (dated respectively January 12, 15 and 14, 1959) which were 
offered in evidence. The first of these was from a Seattle firm of investment 
bankers and brokers and enumerated the conditions under which electric revenue 
bonds in an amount adequate to finance the Z Canyon Project could be marketed. 
The conditions were as follows: 

1. There is first obtained an unqualified and favorable report by a nationally 
known and acceptable engineering firm as to the feasibility of the project at a 
cost within the limits of the financing, and 

2. Sufficient percentage of the output of the project is sold under firm, long- 
term power contracts to responsible utilities or other large responsible users of 
power, at rates which will be adequate annually, after payment of all other 
operating costs, taxes and reserves, to provide for payment of all interest on, 
and principal of, such revenue bonds with such coverage as may be required in 
order to assure a favorable interest rate, and 

3. A favorable legal opinion by a nationally known firm of municipal bond 
attorneys is obtained, and 

4. Prior to the offering date of such bonds no substantial change in the 
existing political, economic or market conditions shall have taken place which 
will render it impractical to offer the bonds publicly. 

The second was a letter from Kaiser Aluminum & Chemical Corporation. 
The testimony reveals that there had been discussions between the Chemical 
Corporation and the PUD concerning the purchase by the former from the latter 
of sizable quantities of firm power. It shows further that the PUD had made 
to the Chemical Corporation two proposals with respect to the furnishing of 
such power and that there had been negotiations in contemplation of a 50-year 
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contract for 93,000 kilowatts of firm power at an annual average load factor 
of 98 percent. The second of the two proposals provided that if the purchaser 
did not within five years establish in Pend Oreille County a plant employing at 
least 200 inhabitants the PUD could “recapture the power” to which the 
Chemical Corporation otherwise would have been entitled. The PUD was 
hopeful that it could sell to the Chemical Corporation under this contract 
800,000,000 kilowatt-hours each year and that 98,000,000 kilowatt-hours would 
be consumed by ordinary load growth within the PUD without the addition of 
residential load which might be associated with a plant which would employ 
200 persons. However, in February 1959 the matter was still only in the nego- 
tiation stage and neither the PUD nor the Chemical Corporation had committed 
themselves in any way with respect thereto. 

The last of the three letters above described was from Washington Public 
Power Supply System. The PUD’s witness described the Power Supply System 
as a joint operating agency whose objective was to buy and develop power for 
distribution by its 13 members. This witness was not sufficiently familiar with 
the System to know whether it had ever bought any power for any of its 
members. Nor did he know anything at all about the authority of the System’s 
Managing Director who signed the letter. This document merely expressed a 
willingness to engage in negotiations for arrangements for participation in the 
utilization of power from the Z Canyon Project. The evidence shows clearly 
that the relationship between the PUD and the System had not reached the 
stage of preliminary negotiations which alone was said to properly require 
several months. The Chemical Corporation’s load and the PUD’s contemplated 
local load was expected to aggregate about 50 percent of the Z Canyon total 
output. 

As has been seen, the City would hold in reserve 50 percent of the power which 
would be available from the project for purchase by the City of Seattle if that 
City would desire to purchase it. 

There is nothing in this record to indicate that the City of Seattle has an 
interest in purchasing this power from the PUD. The evidence shows a desire 
on the part of the City to produce its power requirements by means of its own 
facilities (supra, p. 98). As has also been seen, the unwillingness of the PUD 
to buy the power would result in a request to the Commission to allow a reasonable 
period of time to arrange for the sale of such power to purchasers other than the 
City of Seattle. The record does not show that any other persons are presently 
willing to purchase this power. 

A general partner in the firm of investment bankers which wrote the letter 
above referred to, which firm has participated in the underwriting of corporate 
and municipal securities and is presently retained by the PUD as its fiscal 
advisor, testified as to the feasibility of the financing of the project. He testified 
that before a bond issue of the size contemplated by the PUD could be successfully 
negotiated, it would have to be shown that the PUD itself can use the output of 
the plant within its area or has contractual arrangements under which others 
will use and pay for a portion of the output not immediately required by the 
PUD at such rates as will satisfy operating and maintenance expenses and 
principal and interest. The witness proposed a bond issue of $70,000,000, 
probably set up with 35 to 40 percent serial bonds maturing out to 20 or 25 
years and the balance 50-year term bonds, the issue to carry a four percent call 
premium with reduced call premiums thereafter. 

Assuming that 50 percent of the output of the Low Z Canyon development were 
purchased by an aluminum plant and 50 percent by the City of Seattle, and the 
issne was set up with good banking sponsorship, proper maturities and call 
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features, the witness estimated that a 334 percent coupon on the serials and a 
4.20 percent coupon on the terms could be accomplished. 

In arriving at the amount of the issue, the witness used the $67,000,000 cost 
estimate made by the PUD’s witness. The other $3,000,000 would be for bond 
discounts, legal, financing and working capital. The witness conceded that one 
could prepare volumes of figures and make all kinds of statements and guesses 
as to what the financing is going to cost and how the issue will be set up, but 
that his experience had taught that when the time comes most of such work 
is found useless. He recommended that the project get under way and that 
someone be procured to buy the output before the cost of financing is undertaken. 
Assuming that this is done, the witness felt no doubt as to the financial feasibility 
of the project. 

However, at the time this testimony was given, the PUD had not shown to 
the satisfaction of the witness that it had contractual arrangements for the 
balance of the production. The witness testified that he had not worked out a 
detailed financing plan but had only prepared some preliminary figures. One 
of the most important factors in connection with the PUD’s financing would be 
the identity and credit of the power purchasers. Until the purchasers and their 
credit were known the opinion respecting finance ability would be based upon 
assumption only. The assumption would have to be made, too, that the price to 
be charged for the power would be one satisfactory to the purchaser. 

Another of the PUD’s witnesses had testified that before such a project could 
be financed there had to be an assured market for the power. Still another 
testified that in addition to a license the PUD would have to have under firm 
contract a market for the power output from the project, but he did not anticipate 
that the PUD would have any difficulty developing such a market. In order to 
know what the cost of financing will be, it is necessary, this witness said, to know 
a large number of things, who the purchasers would be, the credit rating of the 
purchasers, the status of the bond market at the time, the relative amount of 
money to be raised and the basic cost of the project and the basic cost per 
kilowatt-hour of the power produced therefrom. 

The evidence with respect to financibility which has been considered thus far 
seems to have been related directly to the PUD’s proposed project, namely, Low 
Z Canyon. However, there is in the record a great deal of additional evidence 
regarding the potential and future market for power in the PUD’s service area. 
In order to understand and properly appraise that evidence, it is desirable to 
review in some detail the economic and other conditions which exist in that 
Applicant’s distribution area. 

Since it has been concluded that a reservoir at Z Canyon to elevation 1985, 
or in the alternative the Low Z Canyon-Slate Creek-Deadman’s Eddy development 
reservoirs, would not so endanger the mineral resources of the Metaline Mining 
District as to prohibit the construction of one or the other of such alternatives. 
it becomes necessary to test, as well, the financial feasibility now or in the future 
of those alternative developments. Thus, if either or both of them were found 
to be financially feasible it will be necessary, in deciding which Applicant should 
be granted a license, to compare them with each other and with the Boundary 
Project to determine which project will be best adapted to a comprehensive 
plan for improving or developing the waterway. Otherwise the comparison, 
although relevant, would be purely hypothetical. 

There is in the record a 24-page booklet containing in some detail industrial 
location facts about Pend Oreille County, Washington which was prepared by 
R. W. Beck & Associates, public utility analysts and consulting engineers, and 
presented to the public by PUD No. 1 of Pend Oreille County and the Newport 
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Chamber of Commerce. Additional data of this kind was supplied by a witness 
for the City. 

Pend Oreille County is located in the northeast corner of the State of Wash- 
ington. It is bounded on the east by the State of Idaho, on the north by the 
Dominion of Canada, on the west by Stevens County and on the south by 
Spokane County, the latter two counties being also in the State of Washington. 
The total area of the county is 914,000 acres of which about 17,000 are beneath 
streams and other bodies of water. A large part of the remainder, some 
850,000 acres, or 93 percent of the total, is considered commercial forest. The 
Census of Agriculture for 1954 shows the total farm area in the county to 
be 133,000 acres, of which approximately 90,000 acres are in forested wood land 
on farms. It shows also that 25,000 acres are devoted to harvest crops which 
leaves approximately 18,000 acres of pasture land. 

U.S. Highway No. 2 passes through the south part of the county and another 
hard-surfaced highway runs north throughout the county. The main line of 
the Great Northern Railroad runs through the southern portion of the county 
and the Pend Oreille Branch of the Milwaukee Railroad extends in a northerly 
direction from Spokane to Metaline Falls. The county does not have sea water 
transportation, as Seattle has. 

The United States Census for the year 1920 showed a population in Pend 
Oreille County of 6,863 people. By 1950, thirty years later, the population had 
grown to 7,413. An estimate of county population by the Washington State 
Department of Health, as of July 1, 1958, placed the then total population of 
the county at 7,500. The growth thus shown from 1920 to 1958 is 18 percent 
and can be compared with a gain of 104 percent in the population for the State 
of Washington as a whole. 

In 1940 there were in the County between 100 to 110 professional people, 
including 50 to 60 teachers. Between 1940 and 1950 the number of professional 
people increased by about 15 or 16, including some 10 teachers. Very few people, 
the testimony shows, moved into Pend Oreille County in the period 1940-1950. 

An exhibit containing material abstracted from the United States Census of 
Manufacturers for the several years enumerated shows that in 1919 there were 
in the county 46 manufacturing establishments employing 969 persons. By 
1933, the number of such establishments had dropped to seven, employing 
450 persons. By 1985, they had increased to fourteen. Between 1947 and 
1954, the number again rose to 27 and the number of wage earners employed 
by them had reached 474. Twenty-three such establishments, only three of 
which employed more than 19 persons, were engaged in the lumber and wood 
products industry. One establishment which employed more than 100 workers 
was a cement plant. 

The 1950 census reveals that of the total number of employee workers who 
lived in the county, 483, or 18.5 percent, were engaged in agricultural produc- 
tion, 439, or 16.8 percent, in mining, 450, or 17.2 percent, in the manufacture of 
furniture, lumber or wood products, and 129, or 4.9 percent, in the manufacture 
of other durable goods (cement), 883, or 33.7 percent were in a “service industry.” 

Data taken from the quarterly report of the Washington State Department of 
Employment Security for the third quarter of 1958 shows an average of about 
250 persons engaged in mining and quarrying, 104 in logging, 147 in lumber and 
wood products, and 129 in other manufacturing operations. 

As has been seen, some 93 percent of the total area of the county is consid- 
ered commercial forest. A principal industry of the county is based upon the 
extensive forests of Douglas fir, white pine, Ponderosa pine, hemlock, larch, and 
other commercial species. While most of the forest lands have been burned and 
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cut over, the state’s timber harvest report reveals a harvest in 1957 of 35,784,000 
board feet, and there is presently an annual harvest of approximately 50 million 
board feet. Forest supervisors say that this may be increased to 100 million 
board feet in the future. 

The power resources inherent in the waters of the Pend Oreille River are, 
of course, of great value and significance to the County. Perhaps of even greater 
importance, at least to the people and the interests of other segments of the 
country, are the mineral resources lying within the PUD’s service area (supra 
p. 74). 

The presence of lead and zine in this area was known as early as 1869, but 
there was no serious development of those ores until the coming of the railroad 
in 1910. By 1914 the lead-zine company had built a concentrator. The principal 
production in the PUD has come from three operations, (1) the West Side and 
East Side mines of the Pend Oreille Mines and Metals Company, (2) the Grand- 
view mine and (3) the Metaline mine. Production elsewhere in the PUD has 
been from fissure vein deposits and from replacement deposits. 

There are two mining operations in the PUD at the present time. One is the 
Grandview mine, owned and operated by American Zinc, Lead and Smelting 
Company, whose workings and surface facilities are on the east side of the 
river. The other is the East Side mine of the Pend Oreille Mines and Metals 
Company. The mine workings of the East Side mine cross from west to east 
under the river but the currently active portion of the mine lies entirely east 
of that stream. The West Side mine was essentially mined out by 1948. The 
Metaline mine ceased operations in 1948, was reopened shortly thereafter, and 
in 1952 was shut down again. The Slate Creek mines have operated intermit- 
tently but not for several years. 

The view, apparently, has prevailed for many years that large amounts of 
electric energy can be produced at a hydro plant erected at the Z Canyon site 
and such a thesis is clearly established by the evidence in this record. ‘The finan- 
cial feasibility of such a project under all of the circumstances has not, however, 
been nearly so apparent. Thus, following studies which began in 1915, and the 
issuance of a preliminary permit by this Commission in 1928, the Commission 
at a meeting held on December 15, 1936, denied an application for a license for 
the project then proposed at the Z Canyon site (Project No. 44) based upon a 
finding that the Applicant had failed to show his ability to finance that project 
and had failed to show an adequate market for the power proposed to be de- 
veloped thereat. 

Following the filing by PUD No. 1 of an application for a license for a project 
further upstream (at Box Canyon, Project No. 2042) numerous informal protests 
were filed alleging, among other things, that there was no need for the additional 
power in the area and that there had been no satisfactory showing of any eco- 
nomic necessity for the construction of the project. The financing was to be 
based upon a bond issue to be purchased by the Reconstruction Finance Corpo- 
ration. In that proceeding the Commission, on February 5, 1952, issued a license 
for the project after noting that, “The Pacific northwest region has been deficient 
in dependable capacity to supply the area loads from 1946 to 1951 and will con- 
tinue to be deficient until 1956 * * *.” It was noted further that in two let- 
ters the Defense Electric Power Administration had urged the Commission to 
give earlier and favorable consideration to the Box Canyon Project. 

It should be pointed out that within a few days after the filing by the PUD 
of the application in Project No. 2042, namely on October 23, 1951, the Vice 
President of Pend Oreille Mines and Metals Company wrote a letter to the 
Manager of PUD, at the latter’s request, in which the former undertook to de- 
scribe “our facilities at Metaline Falls for production of lead and zine con- 
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centrates.” In it, too, he described steps to be taken to increase the company’s 
production of lead and zine ore from 600-700 to about 3,000 tons a day, which 
he hoped would be the capacity by July 1, 1952. 

He also stated that his plans did not include the erection of a reduction plant 
to convert the concentrates into metal, but, he continued “* * * if, as you told 
me, the rates for energy from the hydroelectric plant that you contemplate con- 
structing at the Box Canyon site will be attractive and competitive the area 
in the north end of the county near it ought to be a desirable location for such 
a reduction plant.” 

After the issuance of the license for Project No. 2042 there was released by 
H. A. Sewell and J. A. Sewell, consulting and contracting engineers, a report, 
dated September 10, 1952, entitled “Box Canyon Dam—PUD No. 1 of Pend 
Oreille County—Rate and Income Before and After Construction of Dam” which 
had been prepared to conform to the loan requirements of the Reconstruction 
Finance Corporation. A table contained therein, compiled in 1951, reflected the 
estimate of H. A. Sewell who, since 1909 has been a resident of and a consulting 
engineer in and for Pend Oreille County and since 1945, has been an active con- 
sultant to the PUD of its loads, rates and income before and after the construc- 
tion of the Box Canyon Project. Mr. Sewell’s estimate of energy consumption in 
the PUD’s area during 1955 as it appears in that statement amounted to 
29,900,000 kilowatt-hours.“ His estimates for the years 1952, 1953, 1954 and 1955 
were, he said, based upon contracts then in effect “and normal load growths, 
including acquisitions and purchases now initiated.” 

Mr. Sewell’s estimate for the year 1954 revealed an increase in sales from 
61,400,000 kilowatt-hours (the 1953 estimate) all which would be sold within 
the PUD’s service area to 435,400,000 kilowatt-hours of which 366,400,000 kilo- 


1 


watt-hours (84 percent) would be sold outside the PUD’s service area. Im 1955 
total sales were expected to remain the same with 77,500,000 kilowatt-hours 
being sold in and 357,900,000 kilowatt-hours (about 82 percent) sold outside the 
area. To whom the large outside sales were to be made during the years 1954 
and 1955 is not shown in the record. 

Mr. Sewell’s estimates of load growth reflected a smelter which was repre- 
sented to come into production in the PUD'’s service area in 1956. Mr. Sewell 
testified that the first he had heard about a smelter being built in the County 
was when the Loans and Applications Division of REA was “inspecting the 
possibility of the District.” This was before the construction of Box Canyon 
was under consideration. For 1956 and the following five years the estimates 
of sales inside and outside the PUD’s service area were as follows: 


Outside the 


district 





310, 000, 000 125, 400, 000 
320, 000, 000 115, 400, 000 
328, 000, 000 107, 400, 000 
335, 500, 000 99, 900, 000 
343, 000, 000 92, 400, 000 


These estimates appear to have been influenced by a report dated January 
8, 1952, prepared by Ivan Block, industrial consultant, with the assistance of 
Mr. Sewell, which report in turn was based, at least in part, upon “statements 
relative to this subject as submitted * * * by R. W. Beck and Associates in 


* Actually, however, the evidence shows that sales during the period were 32,094,958 
kilowatt-hours, 
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their ‘engineering report on economic feasibility and proposed financing’” and 
by “Harza Engineering Company” in its report ‘Box Canyon Power 
Project. ~ 8's" 










The Block report attributed to the Vice President of Pend Oreille Mines his 
company’s plans to increase its milling capacity to 3,000 tons per day by July 
1952, as set out in the letter from Jensen to Campbell dated October 23, 1951. 
As has been noted, however, Jensen, in that letter stated that present plans of 
the mining companies did not include the erection of a reduction plant to convert 
the concentrates into minerals. 








By comparison with the estimate set out above, the sales in the PUD had 
reached only 52,904,028 kilowatt-hours in 1956 and only 64,986,217 kilowatt- 
hours in 1957. Actually, the sales for 1958 were some 4,000,000 kilowatt-hours 
less than they were for 1957. No smelter has yet been built. Nor has an 
electrolytic zinc plant such as that mentioned in the report as a possibility 
“dependent upon an ample, continuous supply of low-priced electrical energy.” 
In the course of the hearing in this proceeding the PUD’s witness conceded that 
the goals which he had set in his 1952 report had not been reached and that it 
would be some time before they are. He insisted, however, that at the time 
they were made these were accurate load estimates. He implied that aside from 
“timing” which he described as “a very elusive thing,” his estimates were still 
correct. “The timing,” he said, “is dependent upon many factors that are hard 
to predict that we don’t know when it will occur.” For example, he explained, 
“T have no control over conditions in the metal markets.” He insisted, however, 
that every factor present in 1951 is present now. 

Perhaps it is significant that although throughout the years Mr. Sewell has 
been making load forecasts for PUD, he did not make for the record in this 
proceeding any new or additional estimates of PUD loads. This “whole load 
situation” was covered by an outside consultant as revealed below. 

In 1953 there was made available for distribution a 25-page booklet * entitled 
“Here’s Low-Cost Electric Power For Your New Plant in Pacific Northwest— 
Industrial Location—Facts About Pend Oreille County, Washington” which was 
prepared by R. W. Beck and Associates and presented by PUD No. 1 and the 
Newport Chamber of Commerce. This document disclosed the availability of 
plenty of “‘low-cost electric power”, and in considerable detail the raw materials, 
transportation, fuels, taxes, water supply, labor forces, public facilities and the 
“industrial opportunities” to be found in the county. 

At the same time there was prepared by R. W. Beck and Associates and 
distributed by the PUD and the Newport Chamber of Commerce a 14-page docu- 
ment entitled “Preliminary Feasibility Study—Triple Super Phosphate Manu- 
facturing Plant in Pend Oreille County, Washington.” This study examined 
in a preliminary way the economic feasibility of locating in the county “a wet 
process triple super phosphate manufacturing plant utilizing the sulphuric acid” 
which, the study said, “will become available in 1954 from the smeltering opera- 
tions of The Bunker Hill and Sullivan Mining and Smeltering Company at 
Kellogg, Idaho.” It briefly analyzed the market potentialities, available raw 
materials, shipping costs and the general feasibility of the proposal. 

With these materials the PUD circularized many large industries in an effort 
to interest them in Pend Oreille County as a place to locate a plant or plants. 

It was the Beck organization’s “considered opinion that the demand for 
fertilizer will exceed the available supply for many years to come, unless a 
major Cepression causes farm prices to drop drastically. Under short market 
conditions, and in view of the substantial profit margin indicated in the in- 































15 The designers of Project No. 2055 and alternatives. 
16 Supra, p. 118. 
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dustry “* * * it is our belief that a plant in Pend Oreille County * * * can, 
under normal conditions, produce phosphate fertilizer on a competitive basis 
with other producers in the Pacific northwest.” 

Despite these repeated attempts to sell Pend Oreille County as a desirable 
location for a smelter and a fertilizer plant, as well as other industries, there has 
been no industry of any size attracted to Pend Oreille County as a result of the 
construction of the Box Canyon Project. 

The Box Canyon Project was completed in 1954 and was refinanced in 1955. 
The refinancing required a firm coutract for a substantial portion of the power. 
There was, however, no industrial customer available to take the power. The 
necessary firm contract was forthcoming from the City of Seattle. 

Nevertheless, the PUD’s hopes to persuade significant numbers of large in- 
dustries to set up establishments in Pend Oreille County have not been dimmed 
by the years. The PUD’s witness Sewell insists that the same factors which 
were present in 1951 as the basis for his estimates then are still present today; 
that, as then, “Pend Oreille County * * * stands at the crossroads of future 
development.” As part of Sewell’s responsibilities he made investigations with 
respect to the marketing of power from the proposed Z Canyon Project. Upon 
the request of the PUD’s counsel that he state briefly “what has been done by 
him with respect to the availability of a market for power to be introduced by 
the proposed Z Canyon Project’ he enumerated three things, (1) the extensive 
discussions he had had with Mr. Jensen, (2) the negotiations he had had with 
Aluminum Company of America, and (3) the discussions with Washington 
Public Power Supply System. We have already considered those potential 
purchasers of power from a potential Low Z Canyon site (supra p. 115). 

The PUD called as a witness on the economic and financial feasibility of the 
project Mr. Robert B. Gallup who, as we have seen, has been since 1954, a partner 
in the firm of R. W. Beck and Associates, consulting utility analysts and 
engineers, who were responsible for the feasibility studies of the Box Canyon 
Project referred to above. This witness personally was consultant on financial 
matters to the PUD during the construction of the Box Canyon Project and had 
acted in that capacity to the PUD on many issues prior to and after completion 
of the construction of the Box Canyon Project. Although he claimed to be 
familiar only “in a general way with a number of the features of Pend Oreille 
County”, he appears to have maintained a continuing familiarity with the re- 
sources of the county going to make up its industrial opportunities at least since 
the preparation of the two documents which his firm prepared in 1953. He, too, 
is aware that the industrial growth envisaged by the PUD and the Newport 
Chamber of Commerce has not taken place. Indeed, aside from some further 
increase in production from the mines if and when the market for ore improves, 
there is no evidence of growth of industrial activity in the county. 

This witness undertook to testify as to future power loads of the PUD in 
Pend Oreille County. He said that aside from large industrial loads, the 
common practice in estimating future power requirements is to review past 
trends of customer data and project the results into the future. He imme- 
diately recognized, however, that in areas lacking past experience, such as Pend 
Oreille County, no reliable estimate could be made as to future industrial load 
growth beyond the weight which might reasonably be given to the experience of 
other communities. Thus, while he conceded that the PUD’s industrial load 
depended upon the industrial development of the county, he undertook to 
estimate the future growth of industries in the county on the basis of increases 
of a similar nature in other areas in the northwest. He did not attempt “to 
project the PUD’s loads into the future for any particular year because of the 
number of uncertainties with respect to power supply which Pend Oreille PUD 
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faces.” Nevertheless, he expressed the opinion that if power costing 1.9 mills 
to 2.3 mills were available, industrial growth and development of the county 
would result. 

This witness had made no study of the mining activities in the area. He 
did not know how many mines had operated or how many were operating in 
the PUD. He did not estimate that any particular company would build a 
smelter; he had no idea of the cost of one; nor did he know anything of the 
financial capability of the Pend Oreille Mines and Metals Company to build 
one there. There is no way of knowing, the witness said, what the cost of 
financing a project such as Z Canyon is until more of the uncertainties have 
been eliminated. 

Neither had the witness made “a study of the aluminum business or an 
aluminum firm considering an expansion.” He thought that among the things 
an aluminum company seeking an additional plant site might consider, in 
addition to low-cost power, would be such things as the availability of the 
market, transportation facilities and a housed labor force. With respect to a 
lumber or plywood mill he expressed the opinion that there are other factors 
that contribute to the location which are more important than low-cost power 
although low-cost power is, he said, an important factor to all industries. 

Despite these reservations, the witness undertook for “illustrative purposes” 
a forecast of the PUD’s power load for the future based upon the assumption 
that the Z Canyon Project would be built, that power would be available there- 
from at rates no more than 2.3 mills per killowatt-hour and that a certain com- 
bination of industry would, as a result thereof, locate in the PUD’s service area. 
The results of this “estimate” are set out below: 

(a) Assuming the construction of the Low Z Canyon Project and the establish- 
ment in the area of a smelting and fertilizer industry similar to the one at 
Trail, British Columbia, the load and resource balance would be as follows: 


Combination No. 1 


Generation resources available—Average kw. :’ 





I< OP: ns ae Ee. | ae 
eR RN SN a gcda sd acts Brac ocie hac cases Soins ech lea ebsbessan eadacen Bot ie _ 331, 400 
Low Z Canyon *_____- 3 mete es oe 205, 000 
ee ee Se RR a 80, 000 
ONE Tn I en cae ec cee 48, 000 
Less: Box Canyon encroachment__......._._-____- 1, 600 
Da ehckateat site te tacae tae seosic es ssaf em eagle carina tec cate tap akc _.... 384, 900 
Potential loads—average kw. : 
Residential and commercial_._..-_........--_--_-_--_-_- piess Facts - ~4, 900 
hi ie Sa ode ect ep eemakeuaiotadacat animes 204, 800 
IID sateen Sn een *4, 800 
Smelting and Fertiliser Piant..................... 200, 000 
SRN hte SE cree eS a od ee °18, 000 
Pc ac slic ae ach net ace as hapa de eel aasdt tine 230, 300 
Surplus (with development of Low Z Canyon project) kw _-_____-_-- 154, 600 


Deficiency (without development of Low Z Canyon project) kw 176, 800 


1 Average energy available in critical water year as modified. 
2 Developed to headwater elevation 1885 feet. 

? Dxisting loads increased by 4 percent a year for 28 years. 

* Bxisting load only. 

® For period 1985-1990. 
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It is clear from the foregoing that if a smelting and fertilizer plant were not 
assumed Box Canyon alone would show a surplus of 30,300 kilowatts. 

(b) Assuming that the resources remained the same but that in addition to 
the smelting and fertilizer operation assumed in the foregoing power and re 
source balance there would locate in the PUD’s service area an aluminum industry 
similar to the one located in the Wenatchee area, the relationship would be as 
follows: 

Combination No. 2 
Generation resources available—average kw.’__-__--------- 384, 900 
Potential loads—average kw. : 
Residential and commercial__..........__.-.-._.--- *7, 500 
DOI, icitnestccidetatsasiccarashg nits tatiana iii emabeaaa 404, 800 
TN sich i eerie ee eS * 4, 800 
Smelting and fertilizer plant__......-.....--.--_. 200, 000 
IS I in sii sie iciss Tach heinccncntiiniecthamabiaieliaion 200, 000 
CES CI Te tactics citecneociccteenainaemenaenaneden *18, 000 
















ING eivicin ce ccckensn cidade iene ead aiaecaiaipbaliatiiss 430, 300 


Deficiency (With development of Low Z Canyon project) kw__------ 45, 400 
Deficiency (Without development of Low Z Canyon project) kw ----- 376, 800 


1 Average energy available in critical water year as modified. 
? Existing loads increased by 4 percent a year for 28 years. 

3 Existing load only. 
*For period 1985-1990. 

















(c) Again assuming that the resources remain the same but assuming a 
smelting operation similar to the one at Trail, British Columbia, an aluminum 
industry similar to the Wenatchee works and a pulp and paper operation 
similar to the one in Snohomish County, the load and resource balance would be 
as follows: 

Combination No. 3 





Generation resources available—average kw.'___--- 
Potential loads—average kw. : 


oe 354, 900 


Resl@emsial amd Commmetctalh «qn ccinicciciencisstcnendcnmien * 7, 500 
SU dik cen nnincnndnigianaiabiéimamaiae 430, 800 
IE asics sic ihieeniciattaed eines * 4, 800 
Smelting and fertilizer plant..................s.s. 200, 000 
SEIN | I ssa stccsn cisinicsii arena ahaa 200, 000 
Un GE BE Goin vk ciictticarineminiitiiibins 26, 000 


Seattle city light 












MEENA. <vcieuies scismasestbplc Dept teach daneen ada siete iteaaanaaada hie a 
Deficiency (With Development of Low Z Canyon Project) —- 71, 400 
Deficiency (Without Development of Low Z Canyon Proj- 


1 Average energy available in critical water year as modified. 
? Existing loads increased by 4 percent a year for 28 years. 

? Existing load only. 
*For period 1985-1990. 





Gallup made no study of the PUD’s load growth for the last two 4year 
periods in connection with his estimate of future load growth. 

The witness made it clear that he was not to be understood as saying that a 
smelting and fertilizer plant would be located in the county as a result of low- 
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cost power. His exhibit was not intended as an estimate but to illustrate the 
peak load and resource balance in the event that certain things did occur. 

He made no detailed study of the economics of the location of a smelting and 
fertilizer plant in Pend Oreille County nor did he make such a study respecting 
a basic aluminum plant in Pend Oreille County. That problem, he said, would 
relate itself to market, financing and a great many things which he believed 
beyond the scope of the problems that we have at this point. 

This witness understood that the PUD would hold in reserve 50 percent of the 
power for the City and was aware that some testimony had been given with 
respect to possible sales of power to the Kaiser Aluminum Company and 
Washington Public Power Supply System. “These are”, the witness said, ‘the 
customers which I think would be approached first and I would anticipate would 
be the customers which would sign the contracts for this power.” 

The PUD went further. Through the Manager of Metallurgical Engineering, 
for a firm of mining consultants with more than 30 years experience in the de- 
sign, development, process engineering and construction of chemical and metal- 
lurgical installations throughout the world, PUD undertook an economic 
evaluation of the mineral resources of Pend Oreille County, with particular 
reference to the volume of business, volume of employment, and demand for 
electric power over the next 40 or 50 years, in order to realize the dollar potential 
of such reserves. Upon undertaking this assignment, the witness travelled to 
Pend Oreille County and visited the Pend Oreille and Grandview mines. At the 
latter he learned that data concerning that company’s plans for future expansion 
could be secured only from the company’s St. Louis offices. He thereupon 
directed to Mr. Howard I. Young, President of American Zinc, Lead and Smelting 


Company, a client of the witness’ firm, at that point a letter in which he asked, 
among other things: 


1. Has the company formulated any plans to increase the rate of mining 
and milling of ore at the Grandview mine and its adjoining mineral rights 
properties? 

2. If such plans have been formulated, can you give us an approximate 


timetable for their execution? 


The writer included in his letter the observation that, “It is appreciated that 
present market conditions in the lead and zine industry make this a most 
inopportune time to think about expansions or other additional investment. * * *.” 


Mr. Young promptly replied to the various questions asked, in relevant part 
as follows: 


1. Our company has no definite plan to increase the rate of mining and 
milling at the Grandview mine and its adjoining mineral right properties. 
We recognize from 20 to 30 years future at the present rate of production 
and if conditions develop, from the standpoint of demand and price that 
would justify increased rate of production up to 1500 tons a day, we might 
(sometime after five years) consider this, but certainly will not now unless 
there is some material change in the general demand for the zine and lead 
producers we are producing. 

2. No substantial increase would be made for at least five years, and 
probably longer. 
= + a = * ” * 

4. I can see no possible development in the zinc and lead industry which 
would justify installation of a zinc plant in the Metaline Falls area. With 
the large smelting facilities at Kellogg, of Bunker Hill, and the Anaconda 
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and Great Falls of Anaconda Copper Company, together with Consolidated’s 
facilities at Trail and the other facilities in the Mississippi Valley, there 
is certainly no reason for considering the installation of additional metal 
production facilities in this area. In addition to the availability of other 
plants, I think you will agree with me that the disposal of sulphur gases and 
any by-products that might be produced from the plant located at Metaline 


Falls would be materially to the disadvantage of any metallurgical operation 
in that area. 


Thereafter Mr. Young visited the witness in New York but there is no inti- 
mation in subsequent evidence that a more optimistic immediate future for 
mining in the area was given by him. 

The witness also visited the Pend Oreille mines and spent half a day with 
the President of that company, Mr. Jensen, in Spokane. There copies of annual 
reports were made available to him and there was, the witness said, “considerable 
discussion with Mr. Jensen about his plans and his concept of the world zine 
situation * * *.” The witness had nothing in writing and offered nothing 
specific as to Mr. Jensen’s “plans” for expanding operations in the area. 

Assuming 13,000 acres of ore-bearing ground in the area and placing the 
tonnage per square foot at 0.68, this witness derived a figure of 385 million tons 
of ore. Employing a tonnage per square foot of 1.53 found in some 500 acres, 
the witness arrived at an adjusted estimate of 866 million tons. He then elected 
to use the “conservative” figure of 400 million tons of recoverable ore as the 
basis for his “industrial potential.” 

Conceding that currently the production of lead and zine is running in excess 
of demand for the reason that present market prices were too low, based on 
what he called the announced intentions of the mining companies and a “time- 
table” given to him by the mining companies’ local manager who testified in 
this proceeding but said nothing about such a timetable, the witness with the 
utmost confidence devised a mining schedule for a “Projected Timetable for the 
Exploitation of the Josephine Reserves.” This shows an increase in total rate 
of mining from 3200 a day in 1959 to 11,500 in 1964. Describing this exhibit 
the witness said: 

It shows the tonnage of ore per day which is contemplated to be mined 
in each of the years from 1959 to 1965 and then by a five-year interval from 
1966 to 1970, and then by ten-year intervals thereafter by each of the 
mining companies presently operating in the area. 

It is the history of the lead-zine industry, the witness said, to fluctuate 
rather widely between overproduction and shortage. Prices reflect that 
situation. Studies by our firm covering the past 45 years illustrate this 
fact and support the premise that the full cycle runs seven or eight years 
* * * those companies which are provided with sufficient working capital 
to span the lows, stand to prosper in the overall march of time. 


Then enumerating what he referred to as “a number of factors working to 
relieve the situation which depresses the entire U.S. zinc-lead industry” but 
avoiding those which might have the opposite effect, he painted a glowing picture 
of the future for the industry in Pend Oreille County. A chart prepared under 
his supervision and direction projected the trend (of the past 40 years) of 
United States industrial production, slab zinc consumption and the price of 
zine. Another treated similarly world slab consumption and world industrial 
production. 

Two others show a comparison of the domestic and the total supply of zine 
and lead, respectively. One reveals that the domestic origin supply (primary 
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plus secondary) of zinc dropped from about 850,000 short tons in 1942 to 
450,000 tons in 1958 while total supply including imports has dropped to about 
110,000 tons. The other shows that the domestic origin supply of lead was in 
1955 slightly less than in 1941 while imports and total supply have increased 
substantially. Thus, this evidence shows that the domestic demand for these 
metals is being met to an increasing degree from imports from outside this 
country. However, relying upon the effectiveness of the vocality of the domestic 
zinc-lead industry the witness expected that “governmental action to lessen this 
situation will be continued or expanded.” 

While conceding the current depressed condition of the industry, but assum- 
ing the historical cyclical expansion in the production of zinc and lead con- 
tributed to by potential political action respecting restrictions or imports and 
other purely speculative conditions, the witness then proceeded to undertake 
a milling schedule under a projected timetable for the exploitation of the 
Josephine reserves. This tabulation shows the milling schedule which results 
from the milling of the ore as reflected in the mining schedule above described. 
The total ore milled would thus rise from 1,056,000 tons per (330 day) year 
in 1960 to 3,795,000 tons in 1965, 18,975,000 tons in each year 1966-1970 and 
37,950,000 tons thereafter to 2001-2010. 

The witness then assumed that in order to dispose of the zine concentrates 
produced in the enlarged mill, a new company would bring into operation on 
July 1, 1963, an electrolytic zinc plant; that sometime thereafter there would 
also come into production a fertilizer plant made necessary to process the by- 
product sulphuric acid from the zine plant; that as a result there would be sub- 
stantial increases in employment, population and business in the county. He 
thought that as another inevitable result there would be in the indefinite future 
increases in the electric power load to 56,060 average kilowatts (during 24 hours) 
and 68,300 kilowatts estimated peak, exclusive of any amount attributable to a 
pulp mill but including an amount of power needed for full capacity operations 
of the cement plant. 

But the witness was unwilling to accept only an increase in mine production 
from 3,200 tons to 11,500 tons a day. On the theory that the size of the ore body 
would support 20,000, 25,000 and even 30,000 tons a day, the witness undertook 
to show the result of an increase from 11,500 tons in 1964 to 20,000 in 1971-1980. 
Following this through, with the increases in milling, electrolytic processing, 
fertilizer production, and consequent increases in employment, population and 
business, he found that the PUD’s average kilowatts during 24 hours would 
amount to 90,885 and the peak load 109,110 kilowatts, including full capacity 
load for the cement plant. An increase of $0.003 per kilowatt for the 11,500 
tons per day operation would increase overall costs $1,230,000 a year and for the 
20,000 tons a day operation, $2,130,000 a year. 

Despite the witness’ apparent confidence in his estimate of reserves and his 
projection thereof into mining operations, milling schedules, other industrial 
installations and estimates of power to operate them, he made it clear that before 
making a firm recommendation to a client to move into the area he would engage 
a skilled geologist to make more specific tests. 

It appears that plastics are coming more and more to replace lead and zine in 
large areas of our economy. On the other hand, the evidence shows that the 
rising level of the standard of living throughout the world will result in some 
long-range increases in the normal uses of these minerals. The evidence shows 
that the demand for lead and zine has increased during periods when two or 
more of the larger nations of the world have been at war. 
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It should be noted, however, that world production of these minerals has been 
growing at a rate exceeding peace time world demand and foreign production, it 
appears, has been at a cost with which domestic producers cannot compete. 
Thus, it appears that prosperity for the domestic zinc-lead producers depends to 
an important extent upon international conflict or upon unpredictable political 
action or both. Since such conflicts have in the past contributed to the peaks 
of production occurring in the seven year cycles which the witness described, it 
seems that the continuance of such cycles rests to some extent upon the recurrence 
of such events. 

In any event, in the absence of political action such as quotas, tariffs, or 
subsidies, the best that can be expected with respect to mining and mineral 
processing in Pend Oreille County is a cyclical repetition of “feast and famine” 
occurring at intervals of about seven years in the course of which those com- 
panies having sufficient capital to span the nadir shall have been able to survive. 
Since they have done so in the past, it is assumed that the companies presently 
operating in Pend Oreille will continue in the future to do so. 

But the evidence we have been considering with respect to the potential market 
for power for use within the PUD’s service area has been confined almost ex- 
clusively to zinc-lead mining and processing and activities directly related to 
them. Those are cyclical and higher speculative ventures for the financing of 
which low interest bearing bonds are not considered the conventional media. 
While a mining venture may, in periods of high demand for its production, de- 
mand prices which will enable it to survive during the depression period, this 
cannot be expected by a public utility supplying electric power. Here there 
would exist no element of diversification and the power supplier would have to 
bear the full impact of its customers’ cyclical operations. The rates which the 
PUD envisions as an attraction to this type of industry could not be maintained. 

Upon full consideration of all of the evidence in the record on this issue, it is 
concluded that the PUD has failed to establish its ability to meet the require- 
ments for financing the proposed Low Z Canyon Project, and with respect to the 
High Z Canyon or the three development projects for the present or for the 
future, the showing is even less adequate. 


Project Best Adapted to a Comprehensive Plan 


Having found that the PUD is unable to finance the development which it 
proposes in Project No. 2250, it becomes unnecessary to decide whether the 
Commission can take no action on the City’s application in Project No. 2144 if 
the City of Seattle complies with any Commission modification in its proposed 
development designed to insure the most comprehensive development of the 
reach of the river in question. Nor is it longer necessary to decide whether the 
construction and operation by the PUD of a project at least one-half of the load 
of which would be outside Pend Oreille County is contrary to the statutes of the 
State of Washington. There only remains the question whether the project 
proposed by the City of Seattle is such as will be best adapted to a comprehensive 
plan for improving or developing the waterway for the use and benefit of inter- 
state or foreign commerce, for the improvement and utilization of water power 
development, and for other beneficial public uses including recreational purposes. 

There has been complete agreement throughout the proceeding that the public 
interest would not permit the issuance of a license to either Applicant if the 
project licensee would result in the destruction of or irreparable substantial 
damage to the mineral resources in the area. But it has also been concluded 
that assuming the use of modern techniques and the installation of water doors 
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and such other safety devices in the mines, the maintenance of a 200-foot buffer 
zone and the installation in the dam of low-level sluices permitting the evacuation 
of the reservoir in the event large flows of river water should be encountered 
in the mines, no such destruction or damage should be anticipated. 

The United States Department of Agriculture has reported that the Boundary 
Project would not interfere, nor be inconsistent with the purpose for which the 
Colville National Forest was created or acquired. The Chief of the Corps of 
Engineers of the United States Army has reported that the plans for Project 
No. 2144 affecting navigation are satisfactory insofar as the interests of naviga- 
tion are concerned. The Department of the Interior has reported that fish and 
wildlife resources would not be adversely affected by any of the development 
plans but has recommended conditions with respect thereto as well as to assure 
the feasibility of upstream multi-purpose developments for purposes of irrigation 
and other beneficial uses. 

The evidence is persuasive that adequately to discharge its responsibilities 
to the users of electric power within and adjacent to its service area, the City 
of Seattle has need of the power which would be generated at the Boundary 
development in either of its alternatives; that such power would contribute 
substantially and beneficially to the resources of the Northwest Power Pool; 
that the value of the power which would be derived therefrom would substantially 
exceed the costs thereof; that the City is able adequately to finance the develop- 
ment; that either of such alternatives would develop substantially all of the 
water power resources of the Pend Oreille River between the United States- 
Canadian border and the PUD-Box Canyon development. 

The evidence shows convincingly that the PUD, most commendably, views 
with the utmost seriousness its responsibility under its charter and otherwise 
to serve to the best of its ability the present and future electric power needs of 
all consumers within its service area. This responsibility it conceives to include 
the duty to contribute in the greatest possible degree to the full and complete 
development of the resources of Pend Oreille County. With those views and 
that objective, this examiner is in sympathy. The City of Seattle also feels 
that responsibility and its Superintendent of Lighting suggested a willingness 
on the City’s part to permit the revision of the contract so that the PUD might 
recapture amounts of power more nearly in conformance with its requirements. 

In addition, he thought it fair for the City to allocate to PUD an equal amount 
of power from the Boundary Project at cost to the City to be available to the 
PUD at any time they might need it. Such conditions should be attached to the 
license to be issued to the City in Project No. 2144. 

It is concluded that avoidance of danger of loss of or irreparable damage to 
the mineral resources of the County can best be achieved by licensing the con- 
struction, operation and maintenance of the Composite Development which 
would include a concrete arch dam as specified in the Surface Development 
combined with the Underground powerhouse, upon the condition that there be 
installed in the dam, so as to enable the evacuation of the reservoir, four low- 
level sluices 8.75 feet by 8.75 feet at elevations 1,750 feet above sea level, or 
such other suitable type of low-level outlet works for reservoir evacuation as 
may be determined by further investigation and design. 

It is further concluded that upon the conditions set out in the order issued 
herewith, the project proposed by the City of Seattle for construction, mainte- 
nance and operation at the Boundary site on the Pend Oreille River is best 
adapted to a comprehensive plan for improving and developing the reach of 


the Pend Oreille River between Project No. 2042 and the United States-Canadian 
border. 
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ADDITIONAL FINDINGS AND CONCLUSIONS 
















Upon consideration of the entire record herein, the evidence adduced and the 
briefs filed, it is found and concluded, in addition to the findings and conclusions 
heretofore set out, that: 

(1) The City of Seattle, a municipality organized and functioning under and 
by virtue of the laws of the State of Washington, owns and operates electric 
generating and distributing facilities in the State of Washington. 

(2) Public Utility District No. 1 of Pend Oreille County, a municipal corpora- 
tion organized and operating under and by virtue of the laws of the State of 
Washington and having its principal place of business in Newport, Washington, 
owns and operates electric generating and distributing facilities in the State of 
Washington. 

(3) On October 30, 1953, the City of Seattle, Washington, through its Depart- 
ment of Lighting filed with the Federal Power Commission an application for a 
preliminary permit, as provided in the Federal Power Act, for a hydroelectric 
project designated Boundary Project No. 2144 to be located on the Pend Oreille 
River, about one mile south of the United States-Canadian Boundary in Pend 
Oreille County, Washington ; and by order issued August 30, 1954, the Commission 
issued to the City a preliminary permit for a period of three years, effective as 
of August 1, 1954. 

(4) On July 29, 1957, within the three-year period prescribed in the prelimi- 
nary permit, the City of Seattle filed with the Federal Power Commission an 
application for license, under the Federal Power Act, for the proposed Boundary 
Project No. 2144. 

(5) On February 8, 1960, pursuant to the authorization of the Presiding 
Examiner, Seattle filed an amendment and supplement to the application for 
license for the Boundary Project. 

(6) On September 5, 1958, Public Utility District No. 1 of Pend Oreille 
County, Washington, filed with the Federal Power Commission a “revised” ap- 
































plication for a license under the Federal Power Act for a hydroelectric project, 
Z-Canyon Project No. 2250, on the Pend Oreille River at a point about 2.3 miles 
south of the United States-Canadian Boundary and appreximately 1.3 miles 
upstream from the site of the project proposed by the City of Seattle. 

(7) Pursuant to authorization granted by the Presiding Examiner the Public 
Utility District, on February 24, 1960, filed an amendment and supplement to 
its “revised” application. 

(8) The Pend Oreille River from the International Boundary to the Box Can- 
yon Project and above is a navigable water of the United States. 

(9) The hydroelectric development proposed by the City of Seattle at Boundary 
Project No. 2144 and the development proposed by the Public Utility District, 
Project No. 2250, are mutually exclusive one of the other. 

(10) Either the Boundary Project, No. 2144, or the Z-Canyon Project, No. 
2250, would be located in and along a navigable water of the United States and 
would otherwise affect the interests of interstate or foreign commerce. 

(11) Either the Boundary Project, No. 2144, or the Z-Canyon Project, No. 
2250, would occupy lands*of the United States both within and without Colville 
National Forest. 

(12) Under the provisions of Section 23(b) of the Federal Power Act, neither 
the City of Seattle nor the Public Utility District may construct, operate, or 
maintain a hydroelectric project on the Pend Oreille River between the Inter- 
national Boundary and Box Canyon without first having obtained a license pur- 
suant to the provisions of the Federal Power Act. 
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(13) The remaining undeveloped reach of the Pend Oreille River within the 
United States, namely between Box Canyon at river mile 34.41 and the Canadian 
Boundary at river mile 16, has a total fall of about 269 feet. 

(14) There is no feasible location on the Pend Oreille River between the 
proposed Boundary site and the Canadian border suitable for the construction 
of a dam. 

(15) A dam at the Boundary site to elevation 1990, assuming river retrogres- 
sion downstream of five feet would utilize all but about two feet of the remaining 
undeveloped head in the undeveloped reach of the river, and without such 
retrogression all but about seven feet of such remaining undeveloped head. 

(16) As amended and supplemented, Seattle’s application for a license em- 
braces a single site, the same headwater and tailwater elevations, the same 
reservoir, the same storage features, the same output, and the same purposes, 
but appear in three alternative layouts, designated respectively the Surface 
Development, the Underground Development, and the Composite Development ; 
and the City has indicated its preference to construct the Underground 
Development. 

(17) Each of Seattle’s three alternative layouts contemplates a dam at river 
mile 17, creating a reservoir about 17.4 miles in length having a normal water 
surface at elevation 1990 feet above sea level, providing a total storage capacity 
of 94,000 acre-feet, of which 42,000 acre-feet were estimated as usable; spillway 
capacity totalling 360,000 cubic feet per second; an initial installation of six 
turbines each of 140,000 horsepower capacity at 250-foot net head, and six 
generators each of 90,000 kilowatt rating at 0.90 power factor, with provision 
for the subsequent installation of three identical additional turbine-generator 
units, and thus to provide an ultimate installation of 1,260,000 horsepower and 
810,000 kilowatts, together with other appurtenant structures and facilities 
including switching and transmission facilities. 

(18) The Boundary Surface Development alternative would include a thin 
arch concrete dam, approximately 385 feet high, penstocks supplied by two 
lined power tunnels, with provision in the design and partial construction of a 
third such tunnel; spillway and discharge facilities to provide 360,000 cfs total 
capacity, plus outlets to be used only for emergency evacuation of the reservoir, 
and a surface powerhouse. 

(19) The Boundary Underground Development alternative would include a 
rock-fill dam approximately 390 feet high, an intake structure with penstock 
tunnels and penstocks, a single spillway channel with its radial-gate controlled 
concrete crest at elevation 1942 feet above sea level and with a total discharge 
capacity of 360,000 cfs with reservoir surface at elevation 1987, two unlined 
tunnels providing for diversion during construction and serving as tailrace 
tunnels for plant operations, and an underground powerhouse. 

(20) The Boundary Composite Development alternative would combine the 
arch dam and spillway facilities of the surface development with the under- 
ground powerhouse and its appurtenant structures and facilities. 

(21) The development for which the Public Utility District seeks a license 
herein designated as the Low Z-Canyon Project would include a thin arch con- 
crete dam at about river mile 18.3 which would create a pond extending up- 
stream about 4.1 miles, having a controlled spillway of almost 350,000 cfs 
capacity at elevation 1,885 feet above sea level, the dam to be of such design 
and with such foundation provisions as to permit a future increase in dam 
height to elevation 1,985; two power tunnels to conduct water to an open forebay 
penstocks leading from the open forebay into the powerhouse; a powerhouse 
with initial installation of four turbines each of 98,000 horsepower capacity 
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at 140-foot net head, and four generators, each of 71,250 kilowatt rated capacity 
at 0.95 power factor, with provisions for the addition of another unit of the 
same size so as to provide ultimately 490,000 horsepower and 356,250 kilowatts, 
together with other appurtenant structures and works. 

(22) Also submitted for consideration for the purpose of determining the 
project best adapted to a comprehensive plan for insuring or developing the 
water resources of the region were (1) a single stage High Z-Canyon Develop- 
ment, (2) the second stage of the Public Utility District’s plan for the develop- 
ment at Z-Canyon, and (8) a three dam development which would include the 
Low Z-Canyon project presently proposed by the Public Utility District and, 
in addition, a development at Slate Creek and another at Deadman’s Eddy. 

(23) The single stage High Z-Canyon Project as studied by the Staff would 
include a concrete arch dam developing a head of 259 feet with a normal pool 
elevation at 1,990 feet, total storage of 57,000 acre feet, a powerhouse having an 
initial installed capacity of 513,200 kw. providing a maximum peaking capabil- 
ity of 570,000 kw., and an ultimate installed capacity of 770,000 kw. 

(24) The second of the two stage development at Z-Canyon would increase 
the height of the Low Z-Canyon described in Finding (21) to create a reservoir 
with normal water surface elevation of 1,985 and extending about 16.1 miles 
to the Box Canyon project; would include spillway capacity of 350,000 cfs; 
would retain the Low Z-Canyon powerhouse with each of its turbines and gen- 
erators replaced by a 165,000 horsepower turbine at 240-foot net head and by 
a generator of 120,000 kilowatt rated capacity of 0.95 power factor, with pro- 
visions for the addition of one unit of the same size, together with appurtenant 
facilities replaced as required. 

(25) Upon completion, the two stage High Z-Canyon development would 
have a total initial installation of 660,000 horsepower and 478,800 kilowatts in 
four units and a total ultimate installation of 825,000 horsepower and 598,500 
kilowatts in five units. 

(26) The Slate Creek Development of the three dam development referred 
to in Finding (22) would be located at about river mile 22.4, would have 
about 350,000 cfs of spillway capacity provided by a spillway with its concrete 
crest at elevation 1860 creating a reservoir about 3.4 miles long with its normal 
water surface at elevation 1946, a powerhouse with initial installation of four 
turbines each of 38,000 horsepower capacity at 54-foot net head, and four gen- 
erators each of 27,550 kilowatt rated capacity at 0.95 power factor, with provi- 
sion for the addition of one unit of equal capacity, together with other appurte- 
nant structures and facilities. 

(27) The Deadman’s Eddy development of the three dam development referred 
to in Finding (22) would be located at about river mile 25.8, would consist of 
a rock-fill dam creating a reservoir about 8.6 miles long with its normal water 
surface at elevation 1985, a spillway with crest at elevation 1940 would provide 
350,000 cfs of capacity, a powerhouse with initial installation of four turbines 
each of 23,000 horsepower capacity at 33.5 foot net head, and four generators each 
of 16,600 kilowatt rating at 0.95 power factor, with provisions for the installation 
of one additional unit of equal capacity, together with appurtenant structures 
and facilities. 

(28) Each of the alternative developments under consideration would afford 
adequate navigation and recreational benefits. 

(29) Safe structures, adequate for the purposes proposed can be constructed 


at the sites proposed for the Boundary, Z-Canyon, Slate Creek, or Deadman’s 
Eddy developments. 
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(30) Seattle’s proposed Boundary development would develop at flows of 
30,000 cfs 264 feet of gross head which is practically all of the head between the 
existing Box Canyon project and the Canadian Border. 

(31) A High Z-Canyon development either one or two stage would develop at 
flows of 30,000 cfs, a gross head of about 250 feet of gross head between Box 
Canyon and the Canadian Border. 

(32) A three stage development consisting of a Low Z-Canyon, a Slate Creek, 
and a Deadman’s Eddy project would develop at flows of 30,000 cfs about 240 
feet of gross head. 

(33) River flows available to the proposed developments are controlled 
largely by the regulated releases from the Federal Albeni Falls development 
aus they may be modified by peaking operations at the Box Canyon project. 

(34) The hydraulic capacity of the proposed Boundary development would 
be 32,000 cfs, while that of the Public Utility District’s proposed Low Z-Canyon 
development, as well as a High Z-Canyon and a three dam development, would 
be about 30,000 cfs. 

(35) Aside from the costs of remedial measures for protection of mine facil- 
ities and resources not proposed by Seattle, estimated costs of construction, 
including interest during construction of Seattle’s proposed alternative surface, 
underground and composite layouts in the amounts of approximately $120,700,000, 
$93,000,000, and $96,600,000, respectively, are reasonable. 

(36) Aside from the costs of remedial measures for protection of mine 
facilities and resources, estimated costs of construction, including interest during 
construction of a single step High Z-Canyon development built to elevation 1,990 
feet above sea level, of $100,600,000 is reasonable. 

(37) Aside from costs of remedial measures for protection of mine facilities 
and resources, the estimated cost of the Low Z-Canyon development proposed 
by the Public Utility District, the potential alternate two step High Z-Canyon, 
the Slate Creek, and the Deadman’s Eddy developments in the amounts of 
$67,000,000, $108,900,000, $42,400,000, and $27,600,000, respectively, are reason- 
able. 

(38) Seattle’s proposed Boundary project contemplates the initial instal- 
lation at that development of 540 megawatts while the Public Utility District’s 
proposed Low Z-Canyon project would provide initially 285 megawatts. 

(39) Investigation by Seattle of other power sites in the State of Washing- 
ton indicates that power produced thereat would be more costly than the power 
output of the proposed Boundary project. 

(40) New steam-electric power stations as sources of power supply in lieu of 
the Boundary and Low Z-Canyon developments, respectively, would not be 
economical for the City or the Public Utility District. 

(41) Before adjustment for backwater effect on Box Canyon development, the 
gross energy generation by Boundary development is estimated to be: between 
3.36 and 3.46 billion kilowatt-hours of average annual energy, between 3.04 and 
3.18 billion kilowatt-hours of energy in the regional low flow year of 1936-37, 
and between 3.25 to 3.27 billion kilowatt-hours of nominal prime energy based 
on the 1936-37 water year. 

(42) Before adjustment for backwater effect on Box Canyon development, the 
gross peaking capability of the proposed Boundary development is estimated to be 
599 megawatts on a short-term basis, from 574 to 575 megawatts on a sustained 
three-hour basis, and 533 megawatts at times of flood flows. 

(43) After adjustment for backwater effect on Box Canyon development, the 
net energy generation by proposed Boundary development is estimated to be: 
between 3.28 and 3.42 billion kilowatt hours of average annual energy, 2.99 billion 
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kilowatt-hours of energy in the regional low flow year of 1936-37, and between 
3.20 and 3.22 billion kilowatt-hours of nominal prime energy based on the 1936-37 
water year. 

(44) After adjustment for backwater effect on Box Canyon development, the 
net peaking capability of the proposed Boundary development is estimated to be 
from 591 to 593 megawatts on a short-term basis and from 567 to 572 megawatts 
on a sustained three-hour basis. 

(45) Before adjustment for backwater effect on Box Canyon development, the 
gross energy generation by the proposed Low Z-Canyon initial development (of 
the one-dam two-stage, Alternate No. 1 plan as well as of the three-dam Alternate 
No. 2 plan of District) is estimated to be: between 1.813 and 1.892 billion kilo- 
watt-hours of average annual energy, between 1.649 and 1.718 billion kilowatt- 
hours in the regional low flow year of 1936-37, and between 1.626 and 1.763 
billion kilowatt-hours of nominal prime energy based on the 1936-37 water year. 

(46) Before adjustment for backwater effect on Box Canyon development, the 
gross energy generation by the proposed High Z-Canyon development (the second 
stage of Alternate No. 1 plan) is estimated to be: between 3.161 (headwater ele- 
vation 1990) and 3.168 (headwater elevation 1985) billion kilowatt-hours of 
average annual energy, between 2.897 (headwater elevation 1990) and 2.899 
(headwater elevation 1985) billion kilowatt-hours in the regional low flow year 
of 1936-37, and 3.084 (headwater elevation 1990) billion kilowatt-hours of 
nominal prime energy based on the 1936-37 water year. 

(47) Before adjustment for backwater effect on Box Canyon development, the 
combined gross energy generation by the Low Z-Canyon, Slate Creek and Dead- 
man’s Eddy proposed developments (of the three-dam, Alternate No. 2 plan of 
District) is estimated to be: between 2.992 (headwater elevation 1990) and 3.015 
(headwater elevation 1985) billion kilowatt-hours of average annual energy, 
and 2.794 billion kilowatt-hours in the regional low flow year of 1936-37, and 
2.984 billion kilowatt-hours of nominal prime energy based on the 1936-37 water 
year (both for headwater elevation 1990). 

(48) Before adjustment for backwater effect on Box Canyon development, the 
gross peaking capability of the proposed Low Z-Canyon development is estimated 
to be 250 megawatts on a sustained three-hour basis assuming no integration 
with Box Canyon and about 285 to 294 megawatts assuming integration with 
Box Canyon development, which would be reduced to 270 megawatts at times of 
flood flows of 120,000 cfs. 

(49) Before adjustments for backwater effect on Box Canyon development, 
the gross peaking capability of the proposed High Z-Canyon development is esti- 
mated to be from 506 (headwater elevation 1985) to 533 (headwater elevation 
1990) megawatts on a sustained three-hour basis and 435 megawatts at times of 
flood flows of 120,000 cfs. 

(50) Before adjustment for backwater effect on Box Canyon development, 
the combined gross peaking capability of the Low Z-Canyon, Slate Creek and 
Deadman’s Eddy proposed developments is estimated to be 426 (headwater ele- 
vation 1990) megawatts on a sustained three-hour basis assuming no integration 
with Box Canyon and 474 -(headwater elevation 1985) megawatts assuming in- 
tegration with Box Canyon, which would be reduced to 314 megawatts at times 
of flood flows of 120,000 cfs. 

(51) After adjustment for backwater effect on Box Canyon development, the 
net energy generation by Low Z-Canyon development is estimated to be: between 
1.813 and 1.890 billion kilowatt-hours of average annual energy, between 1.649 
and 1.716 billion kilowatt-hours in the regional low flow year of 1936-37, and 
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between 1.624 and 1.763 billion kilowatt-hours of nominal prime energy based 
on the 1936-37 water year. 

(52) After adjustment for backwater effect on Box Canyon development, the 
net energy generation by High Z-Canyon development is estimated to be: 
between 3.113 (headwater elevation 1990) and 3.128 (headwater elevation 1985) 
billion kilowatt-hours of average annual energy, between 2.849 (headwater ele- 
vation 1990) and 2.859 (headwater elevation 1985) billion kilowatt-hours in 
the regional low flow year of 1936-37, and between 2.696 (headwater elevation 
1985) and 3.032 (headwater elevation 1990) billion kilowatt-hours of nominal 
prime energy based on the 1936-37 water year. 

(53) After adjustment for backwater effect on Box Canyon development, the 
combined net generation by Low Z-Canyon, Slate Creek and Deadman’s Eddy 
proposed developments is estimated to be: between 2.944 (headwater elevation 
1990) and 2.990 (headwater elevation 1985) billion kilowatt-hours of average 
annual energy, between 2.746 (headwater elevation 1990) and 2.771 (headwater 
elevation 1985) billion kilowatt-hours in the original low flow year of 1936-37, 
and between 2.626 (headwater elevation 1985) and 2.932 (headwater elevation 
1990) billion kilowatt-hours of nominal prime energy based on the 1936-37 water 
year. 

(54) The net energy loads for the electric system of the City have been 
estimated to increase from 3.808 billion kilowatt-hours in 1958-59 to between 
6.797 and 7.262 billion kilowatt-hours by 1969-70, to 8.147 billion kilowatt-hours 
by 1974-75, corresponding to an average annual growth of energy load of about 
270 billion kilowatt-hours. 

(55) The peak load requirements of Seattle City Light’s system from the 
establishment of its present service area in 1951 through the year 1957 have 
been increasing at an average annual rate of about 35,000 kilowatts. 

(56) The future peak loads of City Light’s system is estimated to increase 
at an average annual rate of about 47,667 kilowatts to 53,000 kilowatts. 

(57) The net annual peak load of the City is estimated to increase from 800 
megawatts in 1958-59 to between 1413 and 1425 megawatts in 1969-70, to 1679 
megawatts in 1974-75, corresponding to an average annual growth of about 55 
megawatts. 

(58) It was estimated that if critical water conditions such as prevailed in 
1936-1937 were repeated in 1965-1966 City Light would have an energy deficit 
of 402,000 average kilowatts without the boundary development in operation ; and 
if the Boundary project were in operation assuming the same conditions, at the 
same time there would be an energy deficit on the City’s system of 33,400 average 
kilowatts. 

(59) The Boundary projects sustained peaking capacity of 575,000 kilowatts 
would be dependable to its full amount on the combined load of the West Group 
of the Northwest Power Pool by 1970 and the dependable capacity of 567,000 
kilowatts which it would provide would be fully dependable on the City system 
load by about 1974 

(60) The at-site power value of the power output of the Boundary develop- 
ment, in relation to its power market, is estimated at $9.80 per kilowatt per year 
for capacity plus 3.18 mills per kilowatt-hour for energy. 

(61) The City of Seattle has clearly established the need and a market for 
the power which would be developed by either of the three alternative layouts, 
and as the annual value of power at-site of the Boundary development is in 
excess of the annual cost at-site, exclusive of increased mining and other related 
costs, if any, attributable to increased flows of water into the mines from the 





FEDERAL POWER COMMISSION 137 


increased elevation of the Pend Oreille River, and as the benefit cost ratio for 
the Boundary project is in excess of two, the Boundary project is economically 
feasible. 

(62) Assuming the issuance by the City of revenue bonds in the principal 
amount of about $135,000,000 for the construction of the Boundary development 
for which a license is sought, the financial feasibility thereof is clearly 
established in the record herein. 

(63) The normal energy load of the District is estimated to increase from 
103.1 million kilowatt-hours in 1959-60 to 147.5 million killowatt-hours in 
1969-70, while the normal annual peak load is estimated to increase from 15 
megawatts in 1959-60 to 25 megawatts in 1969-70, to 35 megawatts for 1980. 

(64) The output of the initial Low Z-Canyon development would be de 
pendable in the amount of 244.4 to 250.0 megawatts depending on which of the 
three assumed loads (Combination No. 1, Kaiser Aluminum or Mining Load) is 
considered. 

(65) The output of the High Z-Canyon development (representing com- 
pletion of the one-dam, two-stage development of Alternate No. 1 plan) would 
be dependable in the amount of 410.3 to 442.1 megawatts depending on whether 
assumed Load Combination No. 2 or assumed Load Combination No. 3 is 
considered. 

(66) The output of the combined Low Z-Canyon, Slate Creek and Deadman’s 
Eddy developments would be dependable in the amounts of 398.9 to 418.0 mega- 
watts depending on whether assumed Load Combination No. 2 or assumed Load 
Combination No. 3 is considered. 

(67) The output of (the three-dam, Alternate No. 2 plan) Low Z-Canyon, Slate 
Creek and Deadman’s Eddy developments would be fully dependable by 1970 
if assumed to be used on the load of the West Group of the Northwest power 
pool systems. 

(68) The at-site power value of the power output of the Z-Canyon develop- 
ments, in relation to power markets at a substantial distance from the site of 
the developments, is estimated at $9.80 per kilowatt per year plus 3.18 mills per 
kilowatt-hour for energy. 

(69) The at-site power value of the power output of the Z-Canyon develop- 
ments, assuming utilization of such output in Pend Oreille County, is estimated 
at $14.73 to $14.99 per kilowatt per year plus 4.28 to 4.36 mills per kilowatt- 
hour for energy. 

(70) As the annual value of power at-site is substantially in excess of the 
annual cost at-site exclusive of increased mining and other related costs attribut- 
able thereto, and as the benefit to cost ratio is in excess of 1.5, the Low Z-Canyon, 
the two-stage High Z-Canyon and the developments of the three-dam plan are 
economically feasible. 

(71) Although not proposed for development by the PUD, the one-stage High 
Z-Canyon development would be the most economical of the developments pro- 
posed by the PUD. 

(72) The one-stage High Z-Canyon development has a smaller benefit to cost 
ratio than the underground or composite Boundary development and value of the 
additional power increment of Boundary development over the one-stage High 
Z-Canyon development exceeds its cost and is economically feasible. 

(73) The Public Utility District has failed to adduce probative and convincing 
evidence that that applicant can use or that there is at present, or apt to be 
within the relatively near future, a market, within or without the Public Utility’s 
service area, for a substantial portion of the energy which would be produced 
either at a Low-Z Canyon, a High Z-Canyon, or a three dam development. 
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(74) The evidence is persuasive that in the absence of a market for a sub- 
stantial portion of the energy which might be produced at such rates as would 
satisfy operating and maintenance expenses and principal and interest as well 
as debt service coverage and renewal and replacement funds, the projects, or 
either of them, are not financially feasible. 

(75) The Boundary development would produce the greatest amount of eco- 
nomical power, assuming no consideration of mining and other related costs 
attributable to power development, and would be the optimum development of 
the Boundary-Box Canyon reach of Pend Oreille River. 

(76) The City of Seattle’s Boundary project would inundate the Metaline 
Falls power plant of Pend Oreille Mines and Metals Company operated as FPC 
Project No. 1393. 

(77) The Boundary reservoir would inundate one eight-inch diameter pump 
discharge outlet into the Pend Oreille River from the Pend Oreille Mine; and 
several surface drill holes of that mine, and the two air raises belonging to the 
Pend Oreille Mines on the west side of the river are close to the river’s edge 
although above elevation 1990. 

(78) Prior to the raising of the water level in the Boundary reservoir the pump 
discharge pipe referred to in Finding (77) should be relocated, the surface drill 
holes plugged, and the air raises modified, the cost of all of which to be borne 
by Seattle. 

(79) So much of the reach of the Pend Oreille River as lies between the 
3oundary site and Box Canyon is also within what is known as the Metaline 
Mining District. 

(80) There are within the Metaline Mining District and within a few miles 
of the Pend Oreille River substantial reserves of lead and zinc, which reserves 
are valuable to the owners thereof, constitute an important source of revenue 
to the country and the area, and they represent a strategic reserve of lead and 
zine the preservation of which is highly desirable in the public interest. 

(81) Both applicants, the City of Seattle and the Public Utility District, are 
agreed that the developments which they propose should not be undertaken if 
the construction of them would result in the loss of all or a substantial portion 
of such mineral reserves. 

(82) The presently productive ore bodies in the Josephine horizon of the 
Metaline District (in which the ore is found) are under a cover of Ledbetter 
slate. 

(88) A little more than one-half of the Pend Oreille River from Metaline 
Falls to the Canadian Border runs on Metaline Limestone and the rest runs 
on Ledbetter slate. 

(84) As solid rock, both Metaline Limestone and Ledbetter slate are forma- 
tions of extremely low permeability and have a high resistance to the passage 
of water. 

(85) The mines in the Metaline Mining District are relatively dry, the Grand- 
view Mines pumping about 100 to 200 galions a minute and the Pend Oreille 
Mine pumping about 400 gallons a minute; the amount of pumping increasing 
about in proportion to the underground area opened up from time to time. 

(86) In the Metaline limestone and in the Ledbetter slate there are fractures 
and faults in which there are open spaces, and in the limestone there are caves, 
caverns, and vugs varying in size from less than an inch in diameter to one 
(situated above elevation 1990) several hundred feet long, a number of feet in 
width and from five to forty feet high. 

(87) Most fractures, caves, vugs, and the like, are sealed or filled with debris, 
but some at least in places, are not. 
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(88) Some such openings are interconnected and thus appear in series, one 
such series about 2,500 feet in length having been discovered. 

(89) To constitute a substantial threat of damage to the mines, such opening 
would have to appear in a series extending from the reservoir to existing mine 
workings or those which would be created by future mining. 

(90) The capacity of such an interconnected series of openings to transmit 
water is necessarily limited by the size of the smallest interconnection between 
them. 

(91) Besides the river, there are many streams in the area which flow into 
the river from the east and from the west, and there are lakes, swamps and 
two storage reservoirs, all of which are at higher elevations than the river; 
but the history and experience of fifty years of mining have failed to disclose 
any such channeling between them and/or the river and the mine workings. 

(92) Fifty years of mining in the area, much of which has been alongside 
of and some beneath the river and within a few feet of it, have failed to dis- 
close any continuous channelways between the river (or the other streams re- 
ferred to in finding 91) and the mine workings, despite the fact that the area 
presently mined was tested by flood waters which rose to, and for several weeks 
remained at, around elevation 1980 feet above sea level. 

(93) The evidence shows that it is not possible to determine prior to the 
construction of a reservoir in an area where caves and such openings exist 
whether there happens to be an interconnected series of openings between the 
reservoir and the mine workings. 

(94) There is a possibility that if the reservoir were permanently raised to 
elevation 1990 there might be disclosed a continuous series of openings of sub- 
stantial size between the reservoir and mine workings, and that upon the 
extension of such workings some such continuous series of openings would be 
intersected but the probabilities of such coincidences are believed to be quite 
small. 

(95) Present methods of probing for water and means of protection against 
water damage such as sealing openings, water door protective measures, facili- 
ties for emergency lowering of reservoirs, and grouting greatly reduce the 
already small probability of serious damage to the mines because of the existence 
of the reservoir. 

(96) The probability that there is, or will be disclosed, a continuous channel- 
way from the reservoir to the present or future mine workings having a capacity 
to transmit large volumes of water is small. 

(97) The cost of pumping water from the mines is in the order of $3.31 per 
million gallons of water per 100 feet of head. 

(98) In accordance with the provisions of Section 10(c) of the Federal Power 
Act, the City shall be liable for all damages occasioned to the property of others 
by the construction, maintenance, or operation of the project works or of the 
works appurtenant or accessory thereto, constructed under the license. 

(99) The Department of the Interior recommends that any application for 
license for dam construction in the Boundary-Box Canyon reach of Pend Oreille 
River should be rejected because of the stated importance of the ore reserves in 
the Pend Oreille Mining District, however, if a license is issued it should contain 
special conditions as hereinafter provided. 

(100) The project structures proposed by the City for the Boundary develop- 
ment would be safe and adequate subject to further consideration and approval 
of finalized plans as hereinafter provided. 

(101) Subject to the terms and conditions hereinafter specified, the Boundary 
Project as hereinafter authorized is best adapted to a comprehensive plan for 
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this development of the Pend Oreille River for the use or benefit of interstate or 
foreign commerce, for the improvement and utilization of water-power develop- 
ment, and for other beneficial public uses, including recreational purposes. 

(102) The Department of Agriculture has recommended that the final project 
boundary on lands of the United States administered by the Forest Service be 
subject to later determination by the Commission upon advice and recommenda- 
tion of the Forest Service. 

(103) The Department of Agriculture has reported that the Forest Service is 
the responsible agency for recreation planning on national forest lands and 
should be a party to any cooperative planning the Commission may order in 
issuing a license for the project. 

(104) The Department of the Interior has reported that fish and wildlife 
resources would not be adversely affected by any of the development plans and 
has recommended conditions relating to fish and wildlife resources, recreation 
and archeological surveys and excavations. 

(105) The Department of the Interior has recommended a special condition, 
substantially as hereinafter provided, to assure the feasibility of upstream 
multi-purpose developments for purposes of irrigation of lands and other bene- 
ficial uses. 

(106) The Assistant Chief of Civil Works, Office of the Chief of Engineers, has 
reported that the plans of the structures, for both projects Nos. 2144 and 2250, 
affecting navigation are satisfactory insofar as the interests of navigation are 
concerned. 

(107) The Forest Service, U.S. Department of Agriculture, has reported that 
neither applicant’s project interferes with nor is inconsistent with the purpose 
for which the Colville National Forest was created or acquired. 

(108) The issuance of a license, as hereinafter provided, will not affect the 
development of any water resources for public purposes which should be under- 
taken by the United States. 

(109) The installed horsepower capacity hereinafter authorized is 720,000 
horsepower for the purpose of computing the administrative annual charge. 

(110) The amount of the annual charge to be paid under the license for the 
purpose of reimbursing the United States for the cost of the administration of 
Part I of the Act is reasonable as hereinafter specified. 

(111) Prior to raising the water level of the Boundary reservoir, the Licensee 
at its own cost should have made such modifications in mining facilities in the 
reservoir as would be necessary for safe operation of the then existing mines. 

(112) Hydraulic model tests are required for the Boundary dam in order to 
determine the adequacy of the spillways. 

(118) Four 5-year licenses have been issued to Pend Oreille Mines and Metals 
Company for its existing Metaline Falls Hydroelectric Development, Project No. 
1393, which project would be inundated by the proposed Boundary project, the 
last license being issued on December 16, 1957, for a period of five years from 
July 16, 1957, all of which reserved to the Commission the right to license a 
project which would more completely utilize the water resource. 

(114) The license for Project No. 1393 provides that Licensee shall be en- 
titled to receive from said more complete hydroelectric development an amount 
of electric capacity and energy equal to that generated by Project No. 1393, at 
rates to be fixed by duly constituted authority. 

(115) Exhibits F and K for the proposed Boundary development require 
revision in accordance with the Commission’s Rules and Regulations. 

(116) The Licensee should coordinate the operation of its hydroelectric proj- 
ect and its system with systems of the Northwest Power Pool. 
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(117) It is desirable to reserve for future Commission determination the 
question of what transmission lines and appurtenant facilities, if any, shall be 
included in a license which may be issued. 

(118) It is desirable to reserve for future Commission determination the 
amount of annual charges to be paid under a license for the purpose of recom- 
pensing the United States for the use, occupancy and enjoyment of its land. 

(119) With the concurrence of the Public Utility District, the contract of 
February 3, 1956, should be revised so as to permit the Public Utility District 
to withdraw the entire remaining amounts to which the City may be entitled 
thereunder upon three years notice. 

(120) The Licensee shall assign to the Public Utility District 48,000 kilowatts 
of power produced at Project No. 2144 to be available to the latter at cost at 
such time upon two years notice as it may be needed to supply the requirements 
of its customers in Pend Oreille County. 

(121) Lands presently within 200 feet laterally and vertically of the walls 
and bottom of the Boundary reservoir authorized herein and not presently with- 
drawn from mineral entry should be so withdrawn. 

(122) The City of Seattle has complied with the requirements of Article 12 
of the Commission’s order of August 30, 1954. 

(123) The motion of the Public Utility District to dismiss the application of 
Seattle for Project No. 2144 should be denied. 

(124) The motion of the City of Seattle to dismiss the application of the 
Public Utility District in Project No. 2250 should be granted. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion, as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) This license is issued to the City of Seattle (hereinafter referred to as 
the Licensee) under Section 4(e) of the Federal Power Act for a period of 50 
years, effective as of the first day of the month in which the acknowledgment 
of acceptance thereof is filed with the Commission by the City of Seattle, for 
the construction, operation, and maintenance of the Composite development of 
Project No. 2144, to be known as the Boundary Project, on the Pend Oreille 
River and its tributaries, Washington, affecting navigable waters of the United 
States and the interest of interstate or foreign commerce and lands of the United 
States within and outside of Colville National Forest, subject to the terms 
and conditions of the Act which is incorporated by reference as part of this 
license, and subject to such rules and regulations as the Commission has issued 
or prescribed under the provisions of the Act. 

(i) The proposed project consists of : 

All lands constituting the project area and enclosed by the project boundary 
or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interest therein are owned or held by the Applicant or by the United States; 
the general location of such project area being shown and described by certain 
exhibits which formed “part of the application for license and which are 
designated and described as follows: 

Exhibit FPC No. Showing 
J Sheet 1 General Map—project area 
K Sheet 1 Reservoir map 
K Sheet 2 Reservoir map 


(ii) All project works consisting of a thin arch concrete dam, approxi- 
mately 385 feet high with its non-overflow crest at elevation 1995, creating a 
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reservoir about 17.4 miles long having its normal water surface at elevation 
1990 and a total storage of 94,000 acre-feet of which 42,000 acre-feet would be 
usable; a normal tailwater at approximately elevation 1729, providing a gross 
head of 261 feet; two gated overfiow spillways, one at each end of the dam, 
with crests at elevation 1950 and having a total discharge capacity of 167,000 
efs with reservoir surface at elevation 1987; a lined spillway tunnel extending 
around the left abutment of the dam, utilizing a portion of a larger tunnel 
used for river diversion during construction, and having a fixed-wheel type 
gated crest at elevation 1925 and a discharge capacity of 166,000 cfs with 
reservoir surface at elevation 1987; four auxiliary, fixed-wheel type gated 
outlets would be provided through the dam, with their inverts at elevation 
1780 having a total discharge capacity of 27,000 cfs; (the total discharge capa- 
city of all three facilities would amount to 360,000 cfs) four additional low- 
level outlets in the dam shall be provided at elevation 1750 which, in conjunc- 
tion with the outlets at elevation 1780, may be used for emergency reservoir 
evacuation; two unlined diversion tunnels, which will be plugged at an up- 
stream location when the diversion is completed, would parallel the long 
dimension of the powerhouse, confining it between them, and when plugged, 
the downstream open lengths would be used as tailrace tunnels equipped with 
surge risers; an underground powerhouse on the left bank of the river would 
house six complete units, with the rock excavation completed for the future 
installation of three additional units; the proposed initial total installation 
would be 840,000 horsepower and 540,000 kilowatts, and provision for an ulti- 
mate installation of 1,260,000 horsepower and 810,000 kilowatts; a substation; 
and appurtenant facilities, the location, nature and character of which are 
more specifically shown and described by the exhibits heretofore cited and by 
other exhibits which also formed part of the application for license as amended 
and which are designated and described as follows: 


Exhibit FPC No. Showing 


L-A Sheet 3 2144-27 | Powerhouse and tunnels—excavation layout. 

L-A Sheet 4 2144-28 | Tunnel portal structures, 

L-A Sheet 8 2144-31 | Power intake. 

L-A Sheet 10 2144-33 | Powerhouse and penstocks—typical section, 

L-A Sheet 11 2144-34 | Plan of powerhouse at turbine spiral casings El. 1710. 
L-A Sheet 12 2144-35 | Plans of turbine floor and generator floor. 

L-A Sheet 13 2144-36 | Control building. 


and 

Exhibit M: “General Descriptions of Mechanical, Electrical and Transmis- 
sion Equipment” in 11 sheets, filed July 29, 1957, and February 8, 1960. 

(iii) All other structures, fixtures, equipment or facilities used or useful 
in the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-6, December 15, 1953 (16 FPC 1121), entitled “Terms and Conditions 
of License For Unconstructed Major Project Affecting Navigable Waters and 
Lands of the United States”, which terms and conditions, designated as Articles 
1 through 27, are attached hereto and made a part hereof, except for Articles 


9, 15, 16, 17, 23 and 24 thereof; and subject to the following special conditions 
set forth herein as additional articles: 
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Article 28. The Licensee shall commence construction of the Composite 
development, Project No. 2144, within one year of the effective date of this 
license; shall thereafter in good faith and with due diligence prosecute such 
construction; and shall complete the project and place it in operation within 
six years from the effective date of this license. 

Article 29. The Licensee shall not make any claim under the authority of this 
license against the United States or any water users’ organization claiming 
through the United States for any damage resulting from any future depletion 
in the flow of the waters of the Clark Fork and its tributaries for the irrigation 
of lands and other beneficial consumptive uses. 

Article 30. The Licensee shall cooperate with the Forest Service in the study 
and preparation of a recreation public-use plan for national forest lands adjacent 
to the reservoir; and shall cooperate with the Washington State Parks and 
Recreation Commission and the National Park Service in a study of areas of 
lands bordering the reservoir outside of the national forest boundaries. 

Article 31. The Licensee shall cooperate with the U.S. Fish and Wildlife 
Service, Washington Department of Game, and Washington Department of 
Fisheries to assure adequate protection of fish and wildlife resources. 

Article 32. The Licensee shall construct, maintain and operate such protec- 
tive devices and shall comply with such reasonable modifications of the project 
structures and operation in the interest of fish and wildlife resources, provided 
that such modifications shall be reasonably consistent with the primary purpose 
of the project, as may be prescribed hereafter by the Commission upon its own 
motion or upon recommendation of the Secretary of the Interior, Washington 
Department of Game and Washington Department of Fisheries after notice 
and opportunity for hearing and upon a finding based on substantial evidence 
that such modifications are necessary and desirable and consistent with the 
provisions of the Act: Provided, however, that no modifications of project struc- 
tures shall be required unless recommendations are made by the Washington 
Department of Game, Washington Department of Fisheries, or the Secretary of 
the Interior within eight months from the effective date of this license or within 
such further time as may be granted by the Commission upon request made 
by said agencies within the same period of time. 

Article 33. The Licensee shall, prior to impounding water, clear all lands in 
the bottoms and margins of reservoirs up to high-water level, shall clear and keep 
clear to an adequate width lands of the United States along open conduits, and 
shall dispose of all temporary structures, unused timber, brush, refuse, or 
inflammable material resulting from the clearing of the lands or from con- 
struction and maintenance of the project works. In addition, all trees along 
the margins of reservoirs which may die from operation of the reservoir shall 
be removed. The clearing of the lands and the disposal of the material shall 
be done with due diligence and to the satisfaction of the authorized representa- 
tive of the Commission. 

Article 34. The Licensee shall notify the Washington State University (for- 
merly State College of Washington) of the proposed construction of the project 
and of the extent of its reservoir area so that that University may negotiate 
with the Licensee for the purpose of undertaking archeological surveys and 
excavations to be financed by the Licensee in an amount not to exceed $5,000 
prior to construction and flooding of the reservoir area. 

Article 35. The Licensee shall pay to the United States the following annual 
charges: 

For the purpose of reimbursing the United States for the costs of administra- 
tion of Part I of the Act, a reasonable annual charge in accordance with the 
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provisions of Part 11 of the Commission’s regulations. The authorized in- 
stalled capacity for such purpose is 720,000 horsepower. 

Article 36. The Commission reserves the right to determine at a later date 
annual charges for the purpose of recompensing the United States for the use, 
occupancy, and enjoyment of its lands. 

Article 37. The Licensee shall, within two years from the effective date of 
this license, file with the Commission revised Exhibits F and K showing final 
project boundary in accordance with the Commission’s Rules and Regulations. 

Article 38. The Commission reserves the right to determine at a later date 
what transmission lines shall be included in this license as part of the project 
works. 

Article 39. The Licensee shall at such times as the Commission may direct 
and to the extent that it is economically feasible to do so, and after notice 
and opportunity for hearing, install additional units in the power plant. 

Article 40. The final design of the spillway(s) shall be based on model tests. 

Article 41. The Licensee shall file revised Exhibit L drawings for the project 
structures and Licensee shall not commence construction of the project works 
until the Commission approves the exhibit. 

Article 42. The Licensee shall make provision in the project structure for 
evacuating the reservoir down to natural water surface elevation, as provided 
above. 

Article 43. The Licensee shall make available to Pend Oreille Mines and 
Metals Company an amount of electric capacity and energy at Metaline Falls 
equal to that generated by the existing Metaline Falls Project No. 1393 at rates 
to be fixed by duly constituted authority. 

Article 44. The Boundary Project shall be coordinated with the U.S. Columbia 
River System and/or other entities so as to achieve maximum coordination bene- 
fits, provided that, there be an equitable sharing of the benefits resulting from 
such coordination. 

Article 45. Within ninety (90) days after the license for the Boundary Project 
becomes effective, Licensee shall install and maintain adequate gaging stations 
in and along Pend Oreille River and make such other investigations as required 
to establish water surface profiles for various flow conditions for the Pend 
Oreille River between Box Canyon and the International Boundary. 

Article 46. The Licensee shall within two years from the time Boundary 
Project is placed in operation, enter into an agreement with Public Utility Dis- 
trict No. 1 of Pend Oreille County to compensate the PUD for encroachment on 
the Box Canyon Project No. 2042. In the event no satisfactory agreement is 
concluded by such time, then upon application by the PUD the Commission shall 
fix and determine the compensation to be made by the Licensee to the PUD for 
such encroachment after notice and opportunity for a hearing. 

Article 47. The Licensee shall, if requested to do so by the PUD, acquiesce in 
a revision of the agreement of February 3, 1956, so as to permit the PUD upon 
three years notice to recapture up to the entire amount of power the delivery of 
which by the PUD and the acceptance thereof by the City is provided for therein ; 
and, further, that the Licensee assign to the PUD from the Boundary Project 
48,000 kilowatts to be available to it upon two years notice and taken when as 
needed by the PUD in order to meet the load requirements of present or potential 
consumers within the PUD’s service area. 

(C) The exhibits described in Paragraph (A) above are approved as part of 
the license for the project. 

(D) This order shall become final 75 days from the date of its issuance unless 
exceptions hereto are filed or unless review hereof shall be initiated by the Com- 
mission as provided in Section 1.30(d) (2) of the Commission’s Rules of Practice 
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and Procedure and failure by the City of Seattle to file exceptions hereto shall 
constitute acceptance by that Applicant of this license. Otherwise, in acknowl- 
edgment of the acceptance of this license, it shall be signed for the Licensee and 
returned to the Commission within 120 days from the date of the issuance of 
this order. 

(E) The application of the PUD for a license for Project No. 2250 is hereby 
denied. 

EpWARD B. MARSH, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and Joseph C. Swidler. 


SOUTHERN NATURAL GAS COMPANY, DOCKET NO. CP61-260 
FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT OF FACILITIES 
(Issued July 10, 1961) 


On April 3, 1961, Southern Natural Gas Company (Applicant) filed an appli- 
eation in Docket No. CP61-260, pursuant to Section 7(b) of the Natural Gas 
Act, for permission and approval to abandon its Selma Compressor Station, 
consisting of 2,000 compressor horsepower, and its Ben Hill Compressor Station, 
consisting of 2,800 compressor horsepower.’ 

Both of the subject compressor stations are located on laterals connecting 
with Applicant’s North line. The Selma Station is located on a lateral extend- 
ing south from a connection with the North line toward Selma and Montgomery, 
Alabama; the Ben Hill Station is located on the North line near Atlanta and 
has been used to compress gas entering a lateral extending south toward Macon, 
Georgia. Applicant states that the subject stations were used prior to con- 
struction of the South line to deliver gas to the aforementioned communities 
and other nearby towns, and that they are neither used nor needed for such 
service since the utilization of the South line. 

Applicant indicates that with the exception of the 800 horsepower unit to be 
moved from Ben Hill to Wrens, Applicant has no need for any part of the 
equipment proposed to be abandoned. The equipment as well as such portions 
of the compressor station sites not needed will be offered for sale by Applicant. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
June 29, 1961, respecting the matters involved in and the issues presented by the 
application, herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Southern Natural Gas Company, a Delaware corporation, 
having its principal place of business in Birmingham, Alabama, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of October 6, 1942, in Docket No. G—-296 (3 FPC 822). 


1 Of the 2,800 horsepower at Ben Hill, 800 was conditionally authorized by the examiner 
in Docket No. G—19632 to be moved to Wrens Compressor Station. By order issued May 4, 
1961, the Commission adopted, as modified, the examiner’s decision, 25 FPC 925. 


693-488—_64—__12 
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(2) The facilities to be abandoned, as heretofore described and as more 
fully described in the application in this proceeding, are subject to the jurisdic- 
tion of the Commission, and abandonment of such facilities is subject to the 
requirements of Subsection (b) of Section 7 of the Natura! Gas Act. 

(3) Such abandonment by Applicant, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment by Applicant of the 
facilities hereinbefore described (with the exception of the 800 horsepower 
authorized to be abandoned in Docket No. G—19632) all as more fully described 
in the application in this proceeding, be and the same is hereby granted. 


(B) Applicant shall advise the Commission of the date of the abandonment 
within 10 days of the date thereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline, Joseph C. Swidler and Howard Morgan. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NOS. 
CP61-30 AND CP61-185 


ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY AND PROVIDING 
FOR FURTHER HEARING 


(Issued July 11, 1961) 


This case, which is before us pursuant to the Commission’s order issued May 
5, 1961, providing for omission of the intermediate decision procedure, arose on 
applications filed by Natural Gas Pipeline Company of America (Natural) for a 
certificate of public convenience and necessity under Section 7(c) and 7(e) of the 
Natural Gas Act (Act). Natural seeks authority to expand its system to in- 
crease daily design capacity by a total of 160,000 Mcf of gas per day,’ to render 
additional service to existing customers. Our May 5, 1961 order cited above 
granted Natural’s request that these proceedings be severed from the dockets 
formerly consolidated herewith concerning producer sales to Natural,’? the com- 
pany’s position being that its present expansion is supportable without these 
additional supplies. 

Natural has two operating divisions, both of which it proposes to expand in this 
proceeding. In Docket No. CP61-30, it would expand its Natural Division, which 
extends from the West Panhandle Field in Texas, to a point near Joliet, Illinois, 
in the vicinity of Chicago, by 40,000 Mcf daily design capacity. In this same 
docket it would expand its Gulf Coast Division, which extends from the south 
Gulf Coast Area in Texas to a point near Joliet,’ by a total of 60,000 Mcf per day. 
In Docket No. CP61—85, it would expand its Gulf Coast Division by 60,000 Mcf 
per day additional to the 60,000 Mcf per day proposed in Docket No. CP61-30. 
Sales from this increased capacity would be to existing customers. 


1The capacity figures used herein are on an “as metered” basis. 

2The dockets thus severed were Texaco Seaboard Inc., CI61-118; Texaco Inc., CI61-— 
119 ; and Humble Oil & Refining Company, CI61-157. 

* This pipeline system was originally constructed by Texas Illinois Natural Gas Pipe- 
line Company and was subsequently acquired by Natural 
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The questions presented by this case are the usual ones arising in pipeline 
certificate proceedings, of gas supply, markets, facilities, financing, economic 
feasibility, and rates. Opposition comes principally from staff and the Coal 
interveners,* which challenge the adequacy of Natural’s gas supply to support 
the proposed expansion, and raise certain questions respecting the economic 
feasibility of the project. Also, the Coal interveners question whether the use 
of storage in lieu of pipeline facilities has been properly explored, and the City 
of Chicago contends that Natural has not sustained certain proposed compressor 
station repiping. 

As more fully stated hereinafter, we conclude that Natural has adequately 
supported the expansion proposed in Docket No. CP61-30 but that its gas supply 
is not adequate to support in addition the expansion in Docket No. CP61-185. 
However, in view of Natural’s claim in its reply brief that it has acquired ad- 
ditional new supplies not shown at the hearing, we shall defer decision on Docket 
No. CP61-—185 pending further hearing with respect to such claimed new supplies, 
and shall render our decision in that docket at the conclusion of the further 
hearing. 

Facilities —In Docket No. CP61-30, the company’s Natural Division would be 
expanded by 40,000 Mcf per day to 870,000 Mcf per day, from its present peak 
sales capacity of 880,000 Mef per day. The facilities for this increase would 
consist of some 63 miles of 36-inch partial loop pipeline paralleling existing pipe- 
line facilities in Kansas and Iowa, at various locations between Compressor 
Stations Nos. 102 and 109; various river crossings on.the main transmission pipe 
line; and the revision of suction and discharge manifold piping at Compressor 
Stations Nos. 102 through 110. 

In the same docket, Natural would expand its Gulf Coast Division by 60,000 
Mcf per day to 669,000 Mcf per day, from its present peak sales capacity of 
609,000 Mcf per day. The facilities for this increase would consist of some 27 
miles of 30-inch partial loop pipeline paralleling existing transmission pipeline 
north of Compressor Station No. 311 in Piatt and McLean Counties, Illinois; a 
total of 58,400 additional brake horsepower by supercharging 73 mainline 
compressor engines located at Compressor Stations Nos. 301 through 311; and 
approximately 22.5 miles of 8-inch lateral pipeline and five meter stations in the 
Texas Gulf Coast area to receive gas from new sources of supply. The total 
estimated cost of all the facilities in this docket is $23,734,000. 

Since we are deferring decision on Docket No, CP61-185, it is unnecessary to 
detail at this time the facilities proposed therein. 

The City of Chicago, an intervener herein, objects to Natural’s proposal in 
Docket No. CP61-30 to revise the suction and discharge manifold piping at 
Compressor Stations Nos. 102 through 110 on the Natural Division. City of 
Chicago contends that there has been no testing and there is no evidence to sup- 
port the replacement of the piping at these compressor stations, at a cost of 
$4,000,000 and with an increase in the cost of service of approximately $600,000. 

However, a Natural engineering witness testified that much of this piping was 
installed when the original system was constructed in 1930 and 1931 and that, 
from a safety standpoint, good operating practice dictates that this piping should 
be replaced. Obviously, the safety of the pipeline’s operations is important to 
life and property. On a matter of this kind we are reluctant, particularly in 
the absence of material opposing evidence, to substitute our judgment for the 
managerial judgment of those responsible for the safety of such operations. In 


our view this evidence, although brief, substantially supports the authorization 
of the repiping. 


“Fuels Research Council, Inc., National Coal Association, United Mine Workers of 
America, and Mid-West Coal Producers Institute, Inc. 
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The Coal interveners contend that the record in this proceeding should be 
reopened to permit Natural and its customers to present evidence respecting 
the possible use of underground storage facilities to meet increased market 
requirements. The Coal interveners argue that Natural is presently engaged 
in developing such facilities, which would tend to alleviate the company’s gas 
supply problem and provide capacity without substantial mainline facilities, 
but that the record does not show whether Natural gave proper consideration to 
this possibility. 

Although in general we favor the development and operation by pipeline com- 
panies of storage facilities, where feasible and economical, in our judgment it 
would not be practicable to enlarge this proceeding and consider at this time 
the possibility of Natural’s developing additional storage on its system, particu- 
larly since there is no proposal to this end before us in this case. Furthermore, 
such reopening would delay the consummation of the company’s entire present 
proposal to provide service to its present customers in the coming winter and 
would therefore not be in the public interest. 

We conclude that neither the foregoing nor any other objections advanced 
herein justify denying authorization of the facilities Natural proposes in Docket 
No. CP-30. On the contrary, the record establishes that they are reasonable and 
adequate in design. Likewise, the estimated cost thereof appears reasonable. 

Markets.—Natural and most of its customer companies presented evidence of 
the customers’ needs for the additional volumes of gas proposed to be delivered, 
witnesses testifying on behalf of customer companies seeking most of the vol- 
umes to be marketed. Companies which would purchase gas have entered into 
precedent agreements for the volumes Natural would sell them. The following 
tabulation shows the particular customers and the volumes each would purchase: 


CP61-30 Mcf/day 


Customer (1,000 Btu) © 
ee ee NN oh oe ae dt ate nieomamunamon 1, 762 
ESE THOR ON SIO sis cic cetiectinctntcndmnemiinnmin 425 
IN I OO iii ccna eet eis aaa 414 
Central Illinois Electric & Gas Company___-.....--_----------------- 5, 500 
RRR TI TR ii assem 5, 000 
RIORORRTO TOWET GCHONBIIIT 6. tet eens ncninwnineeainintu 500 
lowa-lllincis Gas and Miectric Company..............6..6.neccccnca= 2, 364 
Aen SAU Cane ONS =I igi ici cigs sca 555 
I IN Ta I isi i cssnstcnsninciit tnt 7, 000 
RvR TE: TATE | UI NNN as ise ie eee msi ale anata 30, 000 
Northern Indiana Public Service Company_._..--._---_-------------- 15, 000 
eR a ee I CN icici scctinmenineiane 300 
er I Ni sit cade csc csi eae depagas apie 150 
The Peoples Gas Light & Coke Company_-_-._--.-..--------~-------- 21, 000 
Waincomin: Southern an Company, TiC cciia icc cccccccwcccncussneake 2, 000 
ROSEN RUNS <ADROE AN ise wick leneslansce en sai ttc 700 


IE UNI, A 5c sgt iscegn es ua aan 
I a i 

Peto Alibontiond (Tiiials PAW? OO) ) sisticnncccincicccctisccnhomctucce 3, 000 
Unallocated Capacity 


5 These market figures are on an “as billed” basis, and are greater than the capacity 
figures shown hereinabove, because Natural bills on the basis of 1,000 Btu per cubic foot 
gas, where the gas delivered has a higher Btu content. 
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The testimony and accompanying market data of record establish that the market 
estimates are reasonable and that markets exist which need and will purchase 
this additional service. 

Gas Supply.—As indicated at the outset, staff opposes certification of Natural’s 
Gulf Coast Division expansion in Docket No. CP61-185, on the ground that the 
company’s gas supply is inadequate. The Coal interveners oppose certification of 
the entire project for this reason, among others, arguing that in view of the 
dependence of the regulated companies upon the limited and wasting supplies 
of natural gas, it is important that we apply our gas supply requirements 
rigorously. The parties’ principal objection is that the deliverability life of 
Natural’s reserves falls short of the 12-year figure the Commission has heretofore 
usually required. Staff contends that system requirements, including require- 
ments of Docket No. CP61-30 alone, could be met for 12 years through 1973, 
relying on short-term supplies of less than 10 percent of total requirements. 
However, staff contends that supplying the requirements of Docket No. CP61-185 
in addition would necessitate Natural’s obtaining more than 10 percent of its 
total requirements of this docket from short-term supplies of gas. 

On the point of reserves, staff contends that Natural had 9,535,443. Mmef 
(14.65 psia) of reserves under its control as of January 1, 1961, and: would 
have a life reserve index of 18.7 years if both its applications herein are granted, 
or 19.2 years if only the application in Docket No. CP61-30 were granted. Staff 
points out that, in contrast, the nation’s natural gas life reserve index at the 
end of 1960 was 20.1 years, or 20.2 years in the State of Texas, where Natural’s 
Gulf Coast Division purchases most of its gas supplies. 

In sum, staff’s position is that the primary criteria for determining whether a 
pipeline company whose gas supply has fallen below minimum Commission 
standards should be allowed to expand its service is the overall improvement 
made in the company’s supply situation. Staff argues that the grant of the 
authorizations sought in both dockets would adversely affect the company’s 
deliverability position and would be at the expense of a decreasing life reserve 
index. 

Natural argues that certain staff adjustments in computing the deliverability 
of its reserves are unjustified. As to the termination of the Old Ocean and 
Chocolate Bayou Field contracts, which staff says is a basic reason for the 
company’s gas deficiency, Natural contends their expiration would result in 
Natural’s available long-term supply being less than estimated system require- 
ments beginning in 1972 on an average daily basis only. It argues that if 
Natural increases its takes in certain fields to the marimum daily quantities 
allowed by the contracts and otherwise permissible, the deliverability of its 
reserves would extend through the year 1973 and would thus meet Commission 
minimal requirements. 

In any event, says Natural, any reductions in gas from the Old Ocean and 
Chocolate Bayou Fields can and should be compensated for by the purchase of 
additional gas supplies on a short-term basis until such time as new long-term 
purchases might prudently be made without giving rise to an unmanageable 
excess gas supply or imposing unnecessary increased costs on Natural’s cus- 
tomers from burdensome take-or-pay-for provisions. Furthermore, the company 
contends that it would be most unreasonable to deny its expansion because of 
the claimed deliverability deficiency, in view of the trifling amount of the 
deficiency; the history of many years of successful effort by the company in 
obtaining needed gas supplies; the excellent prospects for obtaining additional 
supplies in the numerous gas production areas traversed by Natural’s line; the 
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attachment after the hearing of reserves in excess of those required to make 
up the alleged deficiency ; and the preponderating importance to the public of 
rendering the proposed increased service. 

We conclude that although the record with respect to Natural’s gas supply 
will support the grant of the authorizations sought in Docket No. CP61-30, it 
will not support in addition those sought in Docket No. CP61-185. In our order 
issued December 1, 1959, in Docket No. G—14829, et al., 22 FPC 979, 980, 981, 
a case involving Texas Illinois Natural Gas Pipeline Company, now Natural’s 
Gulf Coast Operating Division, we emphasized that the primary criterion for 
determining whether a pipeline whose supplies of gas have fallen below our 
minimum standards should be allowed to expand its service is whether there had 
been an overall improvement in the pipeline’s gas supply situation. The facts in 
this case disclose that the authorization of Natural’s entire proposal herein 
would not improve but would reduce the company’s gas supply relative to its 
system requirements, as compared to its most recent showing in other proceed- 
ings. In the matter of deliverability, if Natural’s proposals in both the present 
dockets are authorized, the company would have to obtain more than 10 percent 
of its total requirements from new, noncontracted sources of supply. Thus in 
1972 and 1973, Natural would have average daily requirements of 1,409,000 Mcf, 
of which 10.60 percent (149,400 Mcf) and 10.47 percent (147,600 Mef) would 
have to be purchased under new agreements. Such heavy reliance on new 
supplies has never before been permitted Natural or any other natural-gas 
company subject to Commission regulations. Likewise, Natural’s historie re- 
serve life index appears to have been relatively static in recent years and the 
expansions proposed herein would resuit in a decline in the life index compared 
to the index shown in the most recent Natural proceedings. 

However, Natural in its reply brief contends that since the preparation of the 
exhibits in this proceeding. the company has added new long-term gas reserves 
far in excess of those required to make up the deficiency indicated by staff. The 
company contends that independent producers have filed for certificates in some 
eighteen dockets requesting the authorization of sales of gas to Natural in 
daily quantities totaling 23,061 Mcf, all under long-term contracts. The avail- 
ability in the eleventh and twelfth years of the additional 23,061 Mcf per day of 
gas claimed by Natural would, if substantiated, reduce the company’s reliance 
on new supplies and thereby slightly improve its gas supply situation over the 
showing most recently made in other proceedings. Such a further substantiation 
of its gas supply, taken with the showing made in other respects on gas supply 
and on the other elements of public convenience and necessity, would justify 
the authorizations requested by Natural in both Docket Nos. CP61-30 and 
CP61-185. 

Accordingly, we shall defer final decision in Docket No. CP61-185 pending 
further hearing on the limited issue of whether the new volume of 23,061 Mef 
per day of gas claimed by Natural to be available but concerning which evidence 
has not heretofore been adduced in this proceeding is in fact available to the 
company, and issues directly related thereto. Such further hearing shall be 
convened on July 31, 1961, as hereinafter ordered. Pending the reconvened hear- 
ing, Natural shall file with the Commission and serve on all parties, within 10 
days from the date of issuance of this order, reserve and deliverability estimates 
with respect to the said 23,061 Mcf per day of gas. At the conclusion of the hear- 
ing, we will entertain a motion for the omission of the intermediate decision 
procedure or such other motion or stipulation as will expedite final decision in 
Docket No. CP61-185. 
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Financing.—Natural contemplates financing the costs, aggregating $23,734,000, 
of facilities in Docket No. CP61-30 by the issuance and sale of first mortgage 
Pipeline bonds in the principal amount of $25,000,000. Funds also would be thus 
provided for meeting costs of financing and increasing working capital. Natural 
states that to the extent interest savings can be achieved by interim financing, 
short-term bank loans might be resorted to which would be funded out of the 
permanent financing. The evidence adduced by Natural establishes that this 
plan for financing is reasonable and feasible and can be consummated. Upon 
the completion of the financing described above, Natural’s capitalization ratio 
would be within the limits previously approved by the Commission. 

Economic feasibility and rates.—To establish the economic feasibility of its 
proposed expansion, Natural adduced evidence of estimates of revenues, ex- 
penses, income and cash flow, based upon its filed rates now in effect and being 
charged. The evidence indicates that Natural’s rate of return would be in 
excess of 7 percent on a system-wide basis during the three years following the 
expansion proposed in Docket No. CP61-380. 

Despite this showing, staff counsel expresses reservations with respect to the 
economic feasibility of Natural’s project and the Coal interveners contend that 
this element has not been proved. These parties’ position is that Natural’s 
present rates are “tilted” by the assessment of more costs to the demand com- 
ponent and less to the commodity component than we have customarily approved. 
They say that in pending rate proceedings respecting Natural in Docket No. 
RP60-8, a greater proportion of costs might be assessed to the commodity com- 
ponent, resulting in higher commodity rates, reduced commodity sales, and the 
lessened feasibility of the present proposal. They argue that Natural should 
have adduced evidence or what the effect of eliminating the rate tilt would be 
on the economics of Natural’s operations, in order to enable a complete appraisal 
of the proposed expansion. Staff contends that such information is further 


ealled for to enable the Commission to evaluate the significance of any filing 
for increased rates which might subsequently be made by Natural in conse- 
quence of the installation of the facilities certificated herein. However, staff 
does not recommend that the present record be reopened to receive such data, 
but suggests that Natural be alerted that it will be required in future certificate 
proceedings. 


The facts of record summarized hereinabove establish, and we find, that 
Natural’s expansion as proposed in Docket No. CP61-30 is economically feasible. 
In our view, a detailed examination now of the tilt in Natural’s rates and 
related matters is not justified or feasible in the circumstances of this certificate 
ease. Natural’s presentation was based on its rates presently in effect and 
being charged, which is a reasonable and appropriate basis for decision here. 
Staff comments respecting the possible effects of changing the allocation of 
costs to Natural’s commodity rates and related matters evince a concern for 
matters which warrant consideration in future cases respecting Natural. 

Finally, on May 2, 1961, Illinois Power Company filed a motion to terminate 
the intervention of the Village of Cerro Gordo, Illinois, in this proceeding. As 
grounds therefor, Illinois Power Company alleges that the Village intervened 
to obtain gas from Natural to supply a municipal gas distribution system the 
Village proposed to build, but that at a Village election, authority to construct 
the project and to issue bonds therefor was denied, so that the Village is unable 
to sell the gas it sought herein. Illinois Power Company further alleges that 
the Board of Trustees of the Village has granted Illinois Power Company a 
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franchise to sell and distribute gas, and to construct a system therefor, in the 
Village. These allegations are not controverted by the Village, which did not 
present any evidence at the hearing or file a brief in the case. Obviously, there 
is no basis for granting the Village of Cerro Gordo any gas in this proceeding. 
In view of all these circumstances, it appears that the matter of the Village’s 
intervention is moot and no useful purpose would be served by granting Illinois 
Power Company’s motion. Accordingly, it will be denied. 


The Commission further finds: 


(1) Natural Gas Pipeline Company of America, a Delaware corporation having 
its principal place of business at Chicago, Illinois, is engaged in the trans- 
portation of natural gas in interstate commerce and the sale in interstate 
commerce of natural gas for resale and is a “natural-gas company” within the 
meaning of the Natural Gas Act. 

(2) The proposed facilities of Natural herein described and as more fully 
set forth in its applications, are to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by Natural are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The transportation and sales of natural gas by Natural proposed in 
Docket No. CP61-30 are required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered, upon the terms and 
conditions contained in the order, which terms and conditions are reasonable 
and required by the public convenience and necessity. 

(4) Natural is able and willing properly to do the acts and to perform the 
services proposed in Docket No. CP61-30, and to conform to the provisions of 


the Natural Gas Act, and the requirements, rules and regulations of the 
Commission thereunder. 


(5) Decision in Docket No. CP61-185 should be deferred pending further 
hearing, as more fully stated hereinafter. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued to 
Natural, upon the conditions hereinafter set forth, authorizing the construction 
and operation of the facilities and the sales of natural gas proposed in Docket 
No. CP61-30, as more fully described hereinabove and in the company’s applica- 
tion and in the record in this proceeding. 

(B) Decision in Docket No. CP61-185 is deferred pending further hearing on 
the limited issue of whether the new volume of 23,061 Mcf per day of gas claimed 
by Natural to be available but not heretofore adduced in evidence in this pro- 
ceeding is in fact available to the company, and issues directly related thereto. 
Such further hearing shall be convened at 10:00 a.m. (EDT) on July 31, 1961, 
in a hearing room of the Federal Power Commission, Washington, D.C. Pending 
the reconvened hearing, Natural shall file with the Commission and serve on all 
parties, within 10 days from the date of issuance of this order, reserve and 
deliverability estimates with respect to the said 23,061 Mcf per day of gas. At 
the conclusion of the hearing, we will entertain a motion for the omission of 
the intermediate decision procedure or such other motion or stipulation as will 
expedite final decision in Docket No. CP61-185. 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (1), (ce) (8), (ce) (4), and (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act shall attach to the certificate issued Natural; 
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and the time within which the facilities authorized herein shall be constructed 
and placed in regular operation is fixed at ten (10) months from the date of 
issuance of this order. 

(D) The motion filed herein by Illinois Power Company on May 22, 1961, to 
terminate intervertion is hereby denied. 

Commissioner Kline concurring, filed a separate statement. 


KLINE, Commissioner, concurring: 


My differences with the majority opinion are not sufficient to warrant a dis- 
sent. However, I consider it impractical, a useless waste of time and man- 
power and unnecessarily expensive to the ultimate consumer to have further 
hearings with respect to Docket CP61-185. 

The majority rely solely on staff evidence as to reserves and deliverability. 
This evidence shows that even if both Dockets CP61-30 and CP61-185 are denied 
that Natural has only enough gas to meet its requirements for 10 years and that 
beginning in 1972—the 11th year—it will have a substantial deficiency in its 
gas supply. If the application in Docket CP61-30 is granted, Natural will have 
in 1972 requirements of 1,371,000 mcf per day and deliverability of 1,259,700 mcf 
per day—a shortage of 111,300 mcf or 8.12%. If the application in Docket 
CP61-185 is granted, the requirements increase to 1,409,100 mcf per day and 
the shortage to 149,400 mcf per day, or 10.6%. 

The majority would remand CP61-185 to permit proof by Natural of additional 
reserves to support newly filed producer applications providing for daily deliv- 
eries of 23,061 mcf per day. If the reserves are proven Natural will still only 
have a deliverability of 1,282,761 mcf and will be short 126,339 mcf per day or 
9.0% of its system requirements in 1972 if CP61-185 is granted. 

In my view the difference between 9.0% and 10.6% is de minimis, and if, we 
are to permit a departure from our minimum requirement of twelve years’ 
deliverability, there is little reason why we should not permit a deficiency of 
10.6% as readily as 9.0%. Also the chance that the reserve data will fail to 
support the independent producer contracts with Natural calling for the ad- 
ditional 23.061 mcf daily is almost negligible. This makes the hearing a needless 
formality, a fact the majority opinion seems to acknowledge. The ensuing 
delay of at least five or six weeks in the issuance of the certificate in CP61-—185 
will result in hurried construction if the pipeline is to be finished for the 1961-62 
heating season. Such hurried construction invariably results in large amounts 
of overtime and other increased costs, which ultimately must be borne by the 
consumer. 

In my view, the Commission is justified under the record in this case in 
relaxing its rule as to a minimum deliverability requirement of twelve years, 
not only as to CP61-30, the authorization of which will result in a deficiency in 
the year 1972 of 8.12%, but as to CP61-185, the authorization of which will 
increase the deficiency to 10.6%. I would accordingly grant both certificates 
but would clearly state that before the Commission will consider any further 
certificate application by Natural it will require clear proof of reserves with a 
minimum deliverability of 12 years, less a 5% deficiency for spot purchases. I 
would also clearly state that the economic feasibility and markets of any new 
project must be shown not only under Natural’s then current rate schedule, but 
also under rates producing the same revenues but based upon an allocation 
between the demand and commodity components computed upon the same basis 
as Natural’s last Commission approved rates. 








154 FEDERAL POWER COMMISSION 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and Joseph C. Swidler. 


PACIFIC GAS & ELECTRIC COMPANY, PROJECT NO. 99 
ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued July 11, 1961) 


Application was filed November 30, 1959, by Pacific Gas and Electric Company, 
licensee for major Project No. 99, located on Canyon Creek in Humboldt and 
Trinity Counties, California, and affecting lands of the United States within 
Trinity and Six Rivers (formerly Trinity) National Forests and other lands of 
the United States, for amendment of the license for the project as hereinafter 
specified. 

The application seeks amendment of the license to exclude therefrom the 
Humboldt-Weaverville transmission line extending approximately 69.5 miles 
from Applicant’s non-project Weaverville substation to its non-project Humboldt 
substation ; and to delete from the license Exhibit K, Sheets 1 through 7 (FPC 
Nos. 99-28 through -34), showing said line, and proposes that such amendment 
be made effective as of October 31, 1948. 

Two tap lines, approximately 120 and 170 feet long, extending from the switch 
structure at the project power plant (Junction City) to the transmission line 
and located within the project boundary for such power plant, are proposed 
to remain project transmission facilities. 

Applicant states that the proposed changes are necessary and desirable 
because the transmission line became part of its interconnected transmission 
system as of October 31, 1948, on which date it had constructed and placed in 
operation a new transmission line between its Cottonwood and Humboldt 
substations. It states also that such line generally parallels the project line 
and that a third transmission line was constructed and placed in operation 
November 17, 1952, between Cottonwood and Humboldt substations along a more 
southerly route. 

The Applicant stated in the application its intent to obtain easements from 
the Bureau of Land Management, Department of the Interior, and from the 
Forest Service, Department of Agriculture, to authorize rights over lands of 
the United States traversed by the transmission line proposed to be excluded 
from the license. 

Effective as of September 9, 1960, the Applicant obtained authority from the 
Department of the Interior for the crossing by the line of lands of the United 
States under the supervision of that Department and effective as of March 6, 
1961, from the Department of Agriculture for the crossing of lands of the 
United States within the Trinity and Six Rivers National Forests. 

The effect of the amendment, among others, will be to eliminate from the 
license the use, occupancy, and enjoyment of lands of the United States for 
transmission-line right-of-way only. 

Although the Applicant requests that the amendment be made effective as 
of October 31, 1948, it appears appropriate that the line be excluded from the 
license effective as of September 8, 1960, and March 5, 1961, respectively, as 
hereinafter provided. 


The Commission finds: 


(1) The license, further amended as hereinafter ordered, will not interfere 
or be inconsistent with the purposes for which the Trinity and Six Rivers 
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National Forests were created or acquired or with the purposes of any reserva- 
tion or withdrawal of public lands and is in the public interest. 

(2) The licensee should pay to the United States an annual charge for recom- 
pensing the United States for the use, occupancy, and enjoyment of its lands 
crossed by the Humboldt-Weaverville line as hereinafter provided. 

(3) Exhibit K, Sheets 1 through 7 (FPC Nos. 99-28 through -34), and related 
notes, and Exhibit M filed August 10, 1950, showing and describing the trans- 
mission line which is being excluded from the license for Project No. 99 by this 
amendment, should be eliminated from the license. 

(4) The Humboldt-Weaverville transmission line, which is being excluded 
from the license for Project No. 99 by this amendment, is not part of a project 
within the meaning of Section 3(11) of the Federal Power Act and should not 
be included in the license for the project. 

(5) The two 60-kv. tap lines, approximately 120 and 170 feet long, extending 
from the switch structure at the project power plant (Junction City) to the 
Humboldt-Weaverville transmission line are part of a project within the 
meaning of Section 3(11) of the Federal Power Act and should be retained in 
the license for the project. 

The Commission orders: 


(A) Exhibit K, Sheets 1 through 7 (FPC Nos. 99-28 through -—34), and related 


notes, and Exhibit M filed August 10, 1950, are eliminated from the license for 
the project. 


(B) The license for Project No. 99 is further amended, effective as of June I, 
1961, to eliminate therefrom certain exhibits showing and describing the Hum- 
boldt-Weaverville transmission line; to exclude therefrom, effective as of Sep- 


tember 8, 1960, that portion of said line occupying lands of the United States 
under the supervision of the Department of the Interior; and to exclude there- 
from, effective as of March 5, 1961, that portion of said line occupying lands of 
the United States under the supervision of the Department of Agriculture; said 
amendment being: 

PARAGRAPH I. Paragraph B of Article 1 of the license as amended April 3, 1953, 
effective as of January 1, 1951, is further amended by— 

(i) Amending Paragraph (a) thereof by excluding therefrom Exhibit K, 
Sheets 1 through 7 (FPC Nos. 99-28 through —34), and related notes; 
and 

(ii) Amending Paragraph (c) thereof by— 

Changing Item 4 to read as follows: 

4. Two tap lines extending approximately 120 and 170 feet from the switch 
structure at the project powerhouse to the Licensee’s Humboldt-Weaverville 
transmission line ; 
and 

Excluding therefrom Exhibit M filed August 10, 1950. 

PARAGRAPH II. Paragraph C of Article 8 of the license as amended April 3, 
1953, effective as of January 1, 1951, is further amended to read as follows: 

C. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission-line right-of-way only, (1) 
through September 8, 1960, $383.84; and (2) effective as of September 9, 1960, 
and through March 5, 1961, $296.48. 

(C) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute a 


waiver of any other part, provision or condition of the license as heretofore 
amended. 
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(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned to 
the Commisssion within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and Joseph C. Swidler. 


TELLURIDE POWER COMPANY, PROJECT NO. 814 
ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued July 11, 1961) 


Application was filed May 26, 1961, by Telluride Power Company for further 
amendment of its license under Section 6 of the Federal Power Act for Project 
No. 814 to eliminate therefrom the amortization reserve article and to render 
inapplicable to such license amortization reserve Regulation 17 in effect when the 
license was issued under the Federal Water Power Act. 

The purpose of the amendment is to make the license subject to the current 
regulations of the Commission with respect to the establishment and maintenance 
of a reserve for amortization. 


The Commission finds: 


The license for Project No. 814, further amended as hereinafter provided, is 
in the public interest. 


The Commission orders: 


(A) The license for Project No. 814 is further amended, effective as of Sep- 
tember 1, 1929, the effective date of the license, as follows: 


PARAGRAPH I. The paragraph of the license beginning “NOW, THEREFORE” 
is amended by inserting the words “except Regulation 17,” after the phrase 
“being subject to all the terms and conditions of the Act and the rules and regu- 
lations of the Commission pursuant thereto as amended,” 


ParRAGRAPH II. Article 18 of the license is amended to read as follows: 


Article 18. After the first twenty (20) years of operation of said project under 
this license, namely, after August 31, 1949, six (6) percent per annum shall 
be the specified rate of return on the net investment in the project for determin- 
ing surplus earnings of the project for the establishment and maintenance of 
amortization reserves, pursuant to Section 10(d) of the Act; one-half of the 
project surplus earnings, if any, accumulated after the first twenty years of 
operation under the license, in excess of six (6) percent per annum on the net 
investment, shall be set aside in a project amortization reserve account as of the 
end of each fiscal year, provided, that, if and to the extent that there is a de- 
ficiency of project earnings below six (6) percent per annum for any fiscal year 
or years after the first twenty years of operation under the license, the amount 
of such deficiency shall be deducted from the amount of any surplus earnings 
accumulated thereafter until absorbed, and one-half of the remaining surplus 
earnings, if any, thus cumulatively computed, shall be set aside in the project 
amortization reserve account; and the amounts thus established in the project 
amortization reserve account shall be maintained therein until further order of 
the Commission. 
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(B) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute a 
waiver of any other part, provision or condition of the license as heretofore 
amended. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
eeptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and Joseph C. Swidler. 


THE WESTERN COLORADO POWER COMPANY, PROJECT NO. 400 
ORDER FURTHER AMENDING LICENSE 


(Issued July 11, 1961) 


Application was filed May 26, 1961 by The Western Colorado Power Company 
for further amendment of its license for Project No. 400 to eliminate therefrom 
the amortization reserve article and to render inapplicable to such license amor- 
tization reserve Regulation 17 in effect when the license was issued under the 
Federal Water Power Act. 

The purpose of the amendment is to make the license subject to the current 
regulations of the Commission with respect to the establishment and main- 
tenance of a reserve for amortization. 


The Commission finds: 


The license for Project No. 400, further amended as hereinafter provided, is 
in the public interest. 


The Commission orders: 


(A) The license for Project No. 400 is further amended, effective as of July 
1, 19385, the effective date of the license, as follows: 

PARAGRAPH I, The paragraph of the license beginning “NOW, THEREFORE” 
is amended by inserting the words “except Regulation 17,” after the phrase 
“being subject to all the terms and conditions of the Act and of the rules and 
regulations of the Commission pursuant thereto as amended.” 

PARAGRAPH II. Article 21 of the license is amended to read as follows: 

Article 21. After the first twenty (20) years of operation of said project 
under this license, namely, after June 30, 1955, six (6) percent per annum shall 
be the specified rate of return on the net investment in the project for deter- 
mining surplus earnings of the project for the establishment and maintenance 
of amortization reserves, pursuant to Section 10(d) of the Act; one-half of 
the project surplus earnings, if any, accumulated after the first twenty years of 
operation under the license, in excess of six (6) percent per annum on the net 
investment, shall be set aside in a project amortization reserve account as of 
the end of each fiscal year, provided, that, if and to the extent that there is a 
deficiency of project earnings below six (6) percent per annum for any fiscal 
year or years after the first twenty years of operation under the license, the 
amount of such deficiency shall be deducted from the amount of any surplus 
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earnings accumulated thereafter until absorbed, and one-half of the remaining 
surplus earnings, if any, thus cumulatively computed, shall be set aside in the 
project amortization reserve account; and the amounts thus established in the 
project amortization reserve account shall be maintained therein until further 
order of the Commission. 

(B) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute 
a waiver of any other part, provision or condition of the license as heretofore 
amended. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline, Joseph C. Swidler and Howard Morgan. 


CALIFORNIA ELECTRIC POWER COMPANY, DOCKET NO. E-6998 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued July 12, 1961) 


By order issued June 27, 1961, in the above-entitled matter, the Commission 
authorized California Electric Power Company (Applicant) to issue and sell 
at competitive bidding $8,000,000, principal amount of First Mortgage Bonds, 
Series due 1991, subject, among others, to the provisions set forth in paragraph 
(B) of that order, as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of Section 34.2(k) (3) of the Commission's Regulations under 
the Federal Power Act relating to compliance with competitive bidding re- 
quirements and Section 34.2(k)(4) of those Regulations relating to 
affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegram as con- 
templated by Section 34.9 of the Regulations. 

(ii) The Commission shall have approved the price to be received by 
Applicant for the Bonds and the interest rate thereof, by a further order. 

Applicant, on July 12, 1961, filed an amendment, pursuant to the requirements 
of the afore-mentioned Commission order, setting forth, among other things, 
that it proposes to accept as providing the lowest annual cost of money to it the 
bid of Halsey, Stuart & Co. Inc. to purchase the proposed issuance of $8,000,000, 


principal amount of Bonds, for the price of 100.15% of principal amount, with 
an interest rate of 5%. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the Commission’s order issued June 27, 1961, in the above docket, and 
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under the bid it proposes to accept for the Bonds, the price to be received by 
Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by the Applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 





The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions and for the purposes specified in the application, as 
supplemented by the amendment referred to above, are authorized, subject only 
to the provisions of paragraphs (A), (C), (D) and (E) of the Commission’s 
order issued June 27, 1961 in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline, Joseph C. Swidler and Howard Morgan. 


























NORTHWESTERN PUBLIC SERVICE COMPANY, DOCKET NO. E-6987 


ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 


(Issued July 12, 1961) 


Northwestern Public Service Company (Applicant), incorporated under the 
laws of the State of Delaware and doing business in the States of South Dakota 
and Nebraska, with its principal place of business at Huron, South Dakota, 
filed an application on March 24, 1961, as amended on April 17, May 2, May 3, 
June 7 and June 30, 1961, and as supplemented on April 11 and 19, and July 7, 
1961, for an order or orders pursuant to Section 204 of the Federal Power Act, 
authorizing the issuances, as separate and independent transactions of the 
following securities: (1) 10,000 shares of Cumulative Preferred Stock, (2) 
54,571 shares of Common Stock, (3) $4,000,000 principal amount of First 
Mortgage Bonds if the Applicant’s outstanding $1,500,000 principal amount of 
5%% Bonds are concurrently redeemed, or $2,500,000 principal amount if said 
5%% Bonds are not so redeemed, and (4) $2,400,000 of unsecured, short-term 
Promissory Notes. By order issued May 4, 1961, in the above-named docket, 
the Commission authorized the issuance of the aforementioned Common Stock 
and Promissory Notes, and by order issued June 21, 1961, the issuance of the 
Preferred Stock was authorized. By amendment filed on June 30, 1961, Applicant 
now requests that an order be issued authorizing the issuance of $4,000,000, 
principal amount of First Mortgage Bonds, Series due 1987, to be sold at com- 
petitive bidding. : 

Applicant proposes to issue the Bonds under a Trust Indenture dated August 
1, 1940 between the Applicant and The Chase Manhattan Bank and Arthur F. 
Henning, as Trustees, and indentures supplemental thereto and amendatory 
thereof, including a new Supplemental Indenture dated July 1, 1961. 

On or about July 20, 1961, Applicant proposes to publicly invite sealed, 
written bids for the purchase of the Bonds. Each bid shall specify the annual 
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interest rate, which shall be a multiple of 44th of 1%, and shall specify the price 
(exclusive of accrued interest) which shall not be less than 100% nor more 
than 102.75% of the principal amount of the Bonds. 

Unless postponed, all bids for the proposed issuance of Bonds must be received 
by the Applicant at the offices of Messrs. Dallstream, Schiff, Hardin, Waite & 
Dorschel, Room 1705, 231 South LaSalle Street, Chicago 4, Illinois at or before 
10 a.m., Central Daylight Saving Time, on July 31, 1961, and must be accom- 
panied by deposits of $200,000. Applicant, unless it shall reject all bids or 
exclude a bid or bids for reasons specified in the invitation, will accept the bid 
which provides for the lowest annual cost of money. 

Applicant states that the net proceeds from the sale of the new First Mortgage 
Bonds will be used to redeem its outstanding $1,500,000, principal amount of 
5%% Bonds and to finance in part its 1961 construction and acquisition pro- 
grams, as described in the Commission’s order issued May 4, 1961 in the above- 
named docket. 

Written notice of the application has been given to the Nebraska State Rail- 
way Commission and the South Dakota Public Utilities Commission, and to the 
Governor of each of those States. Notice of the application was also given by 
publication in the Federal Register on April 1, 1961 (26 F.R. 2763), stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before the 17th day of 
April 1961, with the Federal Power Commission, Washington 25, D.C. No 
protest or petition or request to be heard in opposition to the granting of the 
application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, as 
heretofore described and set forth in the Commission’s order issued September 
19, 1958, In the Matter of Northwestern Public Service Company, Docket No. 
E-6838 (20 FPC 373). 

(2) The proposed issuance of Bonds, as described above, will constitute an 
issuance of securities within the purview of Section 204 of the Federal Power 
Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuance 
of securities, therefore, is not exempt by virtue of that Section from the require- 
ments of Section 204 of the Act. 

(4) The proposed issuance of Bonds, as hereinafter authorized, will be for 
a lawful object, within the corporate purposes of Applicant and compatible with 
the public interest, which is appropriate for and consistent with the proper 
performance by Applicant of service as a public utility and which will not 


impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 


The Commission orders: 


(A) The proposed issuance of Bonds, upon the terms and conditions and for 
the purposes specified in the application, as described above, is authorized 
subject to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k) (3) of the Commission’s Regulations under the Federal 
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Power Act relating to compliance with competitive bidding requirements and 
Section 34.2(k) (4) of those Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegram as contemplated by Section 34.9 of the 
Regulations. 

(ii) The Commission shall have approved the price to be received by Applicant 
for the Bonds and the interest rate thereof, by a further order. 

(C) The authorization contained herein to issue Bonds shall expire unless the 
transaction thus authorized is consummated within 90 days from the date of 
issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any matter whatsoever which 
is now pending or may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline, Joseph C. Swidler and Howard Morgan. 


OTIS MORRIS, PROJECT NO. 1771 
ORDER APPROVING TRANSFER OF LICENSE (MINOR) 


(Issued July 13, 1961) 


Joint application was filed on June 8, 1961, by Otis Morris, licensee for minor 
Project No. 1771, and Jack W. Pickell, of Warren, Idaho, under Section 8 of the 
Federal Power Act, for Commission approval of the transfer of the license for 
the project from the former to the latter. 

The project is located on Slaughter Creek, a tributary to Warren Creek in 
Idaho County, Idaho, and affects lands of the United States within Payette 
National Forest. 

Transmitted with the joint application as Exhibit C thereof is a quit claim 
deed of proof of ownership of the project properties in the proposed transferee. 
The deed specifies October 2, 1959, as the date of conveyance of the project 
properties to the proposed transferee. 


The Commission finds: 

(1) The proposed transferee is a citizen of the United States, and has sub- 
mitted satisfactory evidence of compliance with the requirements of all applicable 
State laws insofar as necessary for the operation of the project. 

(2) Approval of the transfer of the license as hereinafter provided is in the 
public interest. 


The Commission orders: 

(A) The transfer of the license for minor Project No. 1771 from Otis Morris to 
Jack W. Pickell is hereby approved, effective as of October 2, 1959, subject to the 
provisions of Section 9.3 of the Commission’s regulations under the Federal 
Power Act. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 


693-488—_#A——_13 








162 FEDERAL POWER COMMISSION 


Act, and failure to file such an application shall constitute acceptance of the 
license for Project No. 1771 by Jack W. Pickell. In acknowledgment of the 
acceptance of the license, this instrument shall be signed by the new licensee 
and returned to the Commission within 60 days from the date of issuance of 
this order. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline, Joseph C. Swidler and Howard Morgan. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. CP61-249 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDON MENT OF FACILITIES 


(Issued July 13, 1961) 


On March 20, 1961, Panhandle Eastern Pipe Line Company (Applicant) filed 
an application, as supplemented on April 25, 1961, in Docket No. CP61-249, 
pursuant to Section 7 of the Natural Gas Act, for a certificate of public con- 
venience and necessity seeking authorization to relocate at its own expense its 
Columbia, Missouri, town border meter and regulating station and for permission 
and approval to abandon by sale to Missouri Utilities Company (Missouri Utili- 
ties) approximately 2.7 miles of its Columbia Lateral, Boone County, Missouri, 
and to dismantle certain intermediate regulating facilities which would no longer 
be required after the transfer of property. 

Applicant renders natural gas service to Missouri Utilities for resale in 
Columbia, Missouri, and directly to Columbia Brick & Tile Company (Columbia 
Brick) through the Columbia Lateral which extends from Applicant’s main 
transmission line southward for about eleven miles to Columbia and the plant 
of Columbia Brick. The lateral consists of about 7.5 miles of 6-inch loop line 
and about 3.5 miles of unlooped line. The unlooped portion extends southward 
from the terminus of the loop to an intermediate regulator station, at which 
point the lateral forks with one branch consisting of 1,589 feet of 8- and 6-inch 
lines extending westward to Applicant’s Columbia town border meter station 
at the city gate and the other branch, consisting of 4,460 feet of 6- and 2-inch 
lines, continuing southward to the Columbia Brick and Tile plant. 

Missouri Utilities states that Columbia has experienced considerable growth 
and that to help meet the demands of a growing market, it intends to install a 
10-inch four mile branch line from the southern end of the looped section of the 
Columbia Lateral to the western part of Columbia and to acquire and operate 
2.7 miles of Applicant’s unlooped Columbia Lateral extending from the connec- 
tion with the proposed 10-inch branch line southward to the Columbia town 
border station. Missouri Utilities intends to integrate these two lines into its 
distribution system. 

Applicant proposes to relocate its existing town border station from the city 
gate to the southern end of the looped portion of the Columbia Lateral where 
delivery of gas to Missouri Utilities would take place after the transfer of fa- 
cilities. Applicant also proposes to dismantle the existing intermediate regulator 
station and to sell the site to Missouri Utilities for $2,500. The 2.7 mile segment 
of the Columbia Lateral will be sold by Applicant to Missouri Utilities for 
$21,403. 
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The estimated cost of relocating the town border station is $29,250 which cost 
will be financed from the proceeds of the sale of the 2.7 mile segment and from 
eash on hand. 

Applicant will retain control of and operate 4,460 feet of the Columbia Lateral 
extending from a point near the city gate to Columbia Brick in order to continue 
to rendet direct service to Columbia Brick. Missouri Utilities has agreed to 
transport gas for Applicant through the facilities proposed to be acquired in 
order for Applicant to continue to render service to Columbia Brick. 

The foregoing proposal will be carried out pursuant to an agreement, dated 
December 16, 1960, between Applicant and Missouri Utilities. 

Applicant was granted temporary authority by letter, dated May 17, 1961, to 
relocate the facilities as proposed. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
July 3, 1961, respecting the matters involved in and the issues presented by the 
application, as supplemented, herein. No petition to intervene or protest to the 
granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission's Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Panhandle Eastern Pipe Line Company, a Delaware corpora- 
tion having its principal place of business in Kansas City, Missouri, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of October 17, 1945, in Docket No. G-254 (4 
FPC 1081). 

(2) The facilities hereinbefore described, as more fully described in the ap- 


plication, as supplemented, in this proceeding, are to be used in the transporta- 
tion and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission and the relocation thereof by Applicant is subject to the re 
quirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The relocation of the facilities by Applicant is required by the public 
convenience and necessity and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(4) The facilities to be abandoned, as heretofore described, are subject to the 
jurisdiction of the Commission, and abandonment of such facilities is subject 
to the requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(5) Such abandonment by Applicant, as heretofore described, is permitted by 
the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(6) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (¢c) (4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Applicant and to the exer- 
cise of the rights granted thereunder and that the relocation of the facilities 
authorized by this order shall be completed within six months from the date 
on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record. 
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and not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Acertificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant, Panhandle Eastern Pipe Line Company, to relocate 
certain facilities, as hereinbefore described, all as more fully described in the 
application, as supplemented, herein, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The subject facilities shall be relocated as provided by paragraph (b) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
within six months from the date on which this order issues. 

(D) Permission for and approval of the abandonment by Applicant of the 
facilities hereinbefore described, all as more fully described in the application, 
as supplemented, in this proceeding, be and the same is hereby granted. 

(E) Applicant shall advise the Commission of the date of the abandonment 
within ten days of the date thereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline, Joseph C. Swidler and Howard Morgan. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. CP61-258 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC OONVENIENCE AND NECESSITY 
(Issued July 13, 1961) 


On March 30, 1961, Panhandle Eastern Pipe Line Company (Applicant) filed 
an application, as supplemented on May 2, 1961, in Docket No. CP61-—258, pursu- 
ant to Section 7(c) of the Natural Gas Act, for a certificate of public conven- 
ience and necessity seeking authorization to construct and operate a tap and 
metering facilities on its 16-inch lateral pipeline in Randolph County, Indiana, 
as an additional delivery point for an existing customer, Central Indiana Gas 
Company (Central). 

The proposed new delivery point will be utilized by Applicant to sell and 
deliver to Central up to 2,000 Mcf of natural gas per day on a short term inter- 
ruptible basis. The gas is to be used by Central for testing, and, if successful, 
as cushion gas in a prospective underground gas storage reservoir, the Unionport- 
Modoc Storage Field near Unionport, Indiana.’ 

The proposed service will be rendered at 40 cents per Mcf for a three year 
term, pursuant to a contract between Applicant and Central, dated December 
20, 1960. 

The application shows that the volumes of natural gas to be sold by Applicant 
are limited to use by Central as base storage gas only, and may not be resold. 


2Central has received the approval of the Indiana Public Service Commission for its 
proposed storage project. 
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Applicant states that if, after purchase of a minimum of 200,000 Mcf, the 
storage project is found to be unsuccessful, Central will return the gas to 
Applicant and receive 36.5 cents per Mcf for gas returned. 

The cost of Applicant’s proposed facilities is estimated to be $6,000 which 
cost will be financed from current operating funds. 

There is no problem with respect to gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
July 10, 1961, respecting the matters involved in and the issues presented by 
the application, as supplemented, herein. No petition to intervene or protest to 
the granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 

(1) Applicant, Panhandle Eastern Pipe Line Company, a Delaware corpora- 
tion having its principal place of business in Kansas City, Missouri, is a 
‘“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of October 17, 1945, in Docket No. 
G-254 (4 FPC 1081). 

(2) The facilities hereinbefore described, as more fully described in the 
application, as supplemented, in this proceeding, are to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission and the construction and operation thereof by Applicant are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities and the proposed 
transportation of natural gas by Applicant are required by the public conven- 
ience and necessity and a certificate therefor should be issued as hereinafter 
ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 


157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the construction of the 
facilities authorized by this order shall be completed and placed in actual op 
eration within 6 months from the date on which this order issued. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, Panhandle Eastern Pipe Line Company, 
to construct and operate the proposed facilities and to deliver up to 2,000 Mcf 
of natural gas per day for a period of 3 years from the date of first delivery, as 
hereinbefore described, all as more fully described in the application, as sup- 
plemented, herein, and in the gas contract, dated December 20, 1960, upon the 
terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (¢)(4) and (e) of Section 157.20 of the Commission’s Regulations 
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under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in ac- 
tual operation as provided by paragraph (b) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act within 6 months from the date on 
which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and Joseph C. Swidler. 


PLACID OIL COMPANY, DOCKET NO. G-—15180 


ORDER DENYING PETITION FOR RECONSIDERATION 


(Issued July 13, 1961) 


On August 5, 1957, Placid Oil Company, et al. (Placid) tendered for filing the 
proposed changes in rate for sales of natural gas subject to the jurisdiction 
of the Commission. The changes represent an increase from 8.9970¢? to 18.5¢ 
per Mcf'*, for sales to United Gas Pipeline Company (United) in the producing 
area of Lapeyrouse Field, Terrebonne Parish, Louisiana, and were designated 
Supplements Nos. 1 and 2 to Placid’s FPC Gas Rate Schedule No. 7, were sus- 
pended by order issued August 30, 1957, and became effective February 5, 1958, 
subject to refund, in the above-designated proceeding. 

On June 12, 1961, Placid filed a Petition for Reconsideration of the Commis- 
sion’s action in suspending said increase. In its Petition, Placid contends that 
Supplement No. 1 to its Rate Schedule No. 7, an amendatory agreement to its 
original contract of sale, was in effect, a new agreement. The amendment, 
among other things, specifies new acreage dedicated to its original contract of 
sale, and Placid states that geological studies have established a new and 
distinct reservoir within this “additional” acreage; therefore, because a new 
and separate supply of gas is involved, sales from such reservoir should be 
regarded as initial sales, not subject to suspension proceedings. The petition 
also recites sales by co-owners of the wells which have been granted certificates 
of public convenience and necessity, at the increased rate Placid has proposed. 

Placid’s original contract, dated June 3, 1952, together with the Certificate of 
Public Convenience and Necessity granted in accordance therewith, related 
by its terms to sales from the producing field to whatever extent it might be 
subsequently extended or enlarged. 

Placid has made no previous attempt to notify the Commission that it was 
commencing “new service” from the subsequently-acquired acreage involved, nor 
has it previously taken the position either that the acreage in question was not 
incorporated at the time of acquisition, or that sales therefrom should not be 
subject to suspension. Placid’s Supplement No. 2 indicates that one well, Ex- 
posito Unit Well No. 1, was producing as of the time Placid filed its proposed 
increase. The present Petition, therefore, appears neither consistent with the 
contract of sale or supported by Placid’s past actions. 


The Commission finds: 


Good cause has not been shown for granting Placid’s Petition for Reconsider- 
ation of the Commission’s order issued August 30, 1957, suspending Supplements 
Nos. 1 and 2 to Placid’s Gas Rate Schedule No. 7, or for terminating the above- 


1Plus tax reimbursement. 











FEDERAL POWER COMMISSION 167 


designated proceedings and permitting Placid’s increased rate to remain in 
effect without refund obligation. 
The Commission orders: 

Piacid Oil Company’s Petition for Reconsideration of Commission’s suspen- 
sion of its Supplements Nos. 1 and 2 to its FPC Rate Schedule No. 7, its 
request for termination of the proceeding in Docket No. G—13180, and its 
request that the increased rates set forth in said Supplements Nos. 1 and 2 


be permitted to remain in effect without refund obligation are hereby denied. 
Commissioner Kline dissenting. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline, Joseph C. Swidler and Howard Morgan. 


TEXAS EASTERN TRANSMISSION CORPORATION, DOCKET NOS. G—12446 
AND G-12447; CONTINENTAL OIL COMPANY, DOCKET NO. G—12432 


ORDER REOPENING PROCEEDING, PRESCRIBING PROCEDURES AND FIXING DATE OF HEARING 
(Issued July 14, 1961) 


3y our order of June 23, 1959, we issued a certificate of public convenience and 
necessity authorizing Texas Eastern Transmission Corporation (Texas Eastern) 
to construct and operate certain facilities including a compressor station at Rayne 
Field, Acadia Parish, Louisiana and some 22 miles of pipeline connecting Rayne 
Field to Texas Eastern’s Beaumont-Kosciusko line The United States Court 
of Appeals for the District of Columbia Circuit in setting aside our aforesaid or- 
der and remanding this matter to us for further proceedings not inconsistent 
with the opinion of the Court, has suggested the following permissible courses: 


Two courses are open to the Commission. It may, by clarification of the 
order presently under review, expressly disclaim any approval of the price 
to be paid for natural gas by the applicant. See Kansas Pipe Line and Gas 
Co., et al., supra, note 4. Or it may reopen the record in the certificate pro- 
ceeding to permit Texas Eastern to establish by adequate evidence that the 
acquisition costs which it proposes to incur will be consistent with the public 
convenience and necessity.” 


In our judgement the first course enunciated by the Court would too long leave 
unsettled matters of public importance and would provide inadequate protection 
to the public. Accordingly, we shall reopen the record in this proceeding to afford 
Texas Eastern an opportunity to make that showing contemplated by the Court’s 
aforequoted latter course. 

It is also necessary and reasonable that we define, but not necessarily limit, 
the issues and prescribe procedures, as hereinafter ordered, so as to guide the 
course of this reopened proceeding : 


The Commission orders: 


(A) The consolidated proceeding designated as Docket Nos. G-12446, G—-12447 
and G-—12432 is hereby reopened for the purpose of determining: 

(1) Whether the public convenience and necessity require that the certificate 
issued in these proceedings by our order of June 23, 1959, and set aside by the 
Court of Appeals, be reissued in whole or in part; 


121 FPC 860. 
2 Public Service Commission of New York v. F.P.C., 287 F. 2d 143, 146. 
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(2) Whether the cost of the Rayne Field gas to Texas Bastern and its cus- 
tomers over the productive life of the field is out of line; 

(3) Whether Texas Eastern’s proposal is in the public interest even if the 
cost of the gas to Texas Eastern and its customers proves to be out of line; and 

(4) If Texas Eastern’s lease acquisition is not in the public interest by reason 
of the cost of the Rayne Field gas, whether Texas Eastern should be ordered to 
cease and desist from operating the “Rayne Field facilities” or as a possible al- 
ternative, whether Texas Eastern will agree that in future determinations of the 
justness and reasonableness of its rates under Sections 4 and 5 of the Natural 
Gas Act it will not claim actual costs associated with Rayne Field gas if the rea- 
sonable area price is lower than actual cost. 

(B) In order to better resolve the aforesaid issues and that the hearing as 
hereinafter ordered may proceed in an expeditious manner, it is further ordered 
that on or before August 30, 1961, Texas Eastern file with the Commission and 
serve on all the parties a supplement to its applications herein to contain at a 
minimum: 

(1) An up-to-date reserve and deliverability study for the Rayne Field to 
include actual production to date; 

(2) Annual production plans for Rayne Field extending through to the esti- 
mated life of the field ; 

(3) An exhibit showing the proposed method of accounting by Texas Eastern 
for the Rayne Field transaction and all costs incident thereto: and 

(4) Study or studies showing the cost of making natural gas from Rayne 
Field available to the Texas Eastern system, including every cost associated, 
either incurred and/or anticipated, in the acquisition, further development, pro- 
duction, operation and maintenance of Rayne Field which Texas Eastern claims 
should be considered in future determinations of the justness and reasonableness 
of Texas Eastern’s rates. Such studies should reflect the anticipated annual 
changes in the cost of the Rayne Field gas through to the estimated year of 
abandonment. 

(C) Pursuant to the authority conferred on the Federal Power Commission 
by the Natural Gas Act and the Commission’s Rules of Practice and Procedure, 
a hearing will be held on October 23, 1961 at 10:00 a.m. (EDST) in a Hearing 
Room of the Federal Power Commission, 441 G Street, N. W., Washington, D.C., 
respecting the matters stated in paragraph (A) above. Parties previously per- 
mitted to intervene in this proceeding are deemed to be interveners in the 
instant ordered reopened proceeding. Additional protests or petitions to inter- 
vene may be filed with the Federal Power Commission, Washington 25, D.C., in 
accordance with the Commission’s Rules of Practice and Procedure (18 CFR 1.8 
or 1.10) on or before August 10, 1961. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and Joseph C. Swidler. 


DORCHESTER CORPORATION, DOCKET NO. G—15977 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDING 
(Issued July 14, 1961) 


On July 16, 1958, Dorchester Corporation (Dorchester) tendered for filing 
Supplements No. 2 to its FPC Gas Rate Schedules Nos. 3 and 4, respectively, 
proposing redetermined rates of 11.019473¢ and 11.004496¢ per Mcf for its 
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jurisdictional sales of natural gas to Panhandle Eastern Pipe Line Company 
(Panhandle) from leases in the Hugoton Field, Stevens County, Kansas. By 
order issued herein on August 15, 1958, the Commission suspended the effective- 
ness of the proposed increased rates until August 17, 1958, and thereafter until 
made effective in the manner prescribed by the Natural Gas Act. Pursuant to 
appropriate motion of Dorchester and order of the Commission issued October 9, 
1958, the increased rates were made effective subject to refund as of August 21, 
1958. 

On June 15, 1961, Dorchester submitted an Offer of Settlement and Petition for 
Termination of Proceedings pursuant to Sections 1.7 and 1.18 of the Commission’s 
Rules of Practice and Procedure and Sections 4 and 16 of the Natural Gas Act 
with respect to this proceeding and Dorchester’s Rate Schedules Nos. 3 and 4. 

The settlement concerns the disputed rates for past periods from June 7, 1954, 
until January 1, 1961, under the invalidated Kansas minimum price order and 
a 11.0¢ per Mcf rate to be effective January 1, 1961, in lieu of a higher filed rate. 

The June 7, 1954 rate under the aforementioned schedules was 11.0¢ per Mcf 
pursuant to the now invalidated Kansas minimum price order. After the 
invalidation of said order, a dispute arose between Dorchester and Panhandle 
as to the proper rates under the rate schedules. Panhandle reverted to the 
contract rates of 4.37¢ per Mcf. Dorchester then filed the foregoing redetermined 
rates, but Panhandle questioned the propriety of the redetermination and after a 
short interval of paying the redetermined rates, reverted to and continued to pay 
the 4.37¢ per Mcf contract rates, and brought suit in the Superior Court of 
Delaware against Dorchester for determination of the proper rates. 

As a result of negotiation, Dorchester and Panhandle entered into two agree- 
ments which are the subject of Dorchester’s offer of settlement. The first is a 
contract dated January 1, 1961, which provides for a rate of 11.0¢ per Mcf (at 
14.65 psia) for five years beginning January 1, 1961, with 1.0¢ per Mcf periodic 
increases at five-year intervals thereafter. After 20 years, the price is to be 
the fair market price but not less than 14.0¢ per Mcf nor more than the price 
then permitted under the Commission’s Order No. 232A. The second filing is a 
letter agreement dated May 17, 1961, by which Panhandle agrees to cooperate 
with Dorchester’s seeking termination of the proceedings in Docket No. G—-15977 
without refund liability and to dismiss its lawsuit against Dorchester. Pan- 
handle and Dorchester also agree that all refunds or additional payments which 
may be due to one party from the other for gas production taken prior to January 
1, 1961, shall be washed out and considered equal. 

The offer as evidenced by the aforementioned agreements between Dorchester 
and Panhandle, contemplates that the Commission: (1) Accept the superseding 
rate schedule, providing for a decrease in rate from 11.019473¢ and 11.004496¢ 
per Mcf, respectively, to 11.0¢ per Mcf, as of January 1, 1961; (2) accept the 
related letter agreement; and (3) terminate the suspension proceeding in Docket 
No. G-15977 without refund liabilty to Dorchester. 

Since the proposed rate does not exceed the 11.0¢ per Mcf ceiling for increased 
rates as announced in the Commission’s Statement of General Policy No. 61-1, 
issued September 28, 1960, [18 CFR, Chapter I, Part 2, Section 2.56], for juris- 
dictional sales of natural gas for Kansas, it is believed that the public interest 
will best be served by accepting Dorchester’s proposed settlement as hereinafter 
set forth. 

However, we desire to make it clear that acceptance of this offer of settlement 
shall not be construed as approval of any future increased rates proposed 
under the periodic provisions of Dorchester’s superseding Rate Schedule No. 6. 
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The Commission finds: 


The proposed settlement of this rate proceeding on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by Dorchester with the 
Commission on June 15, 1961, is in the public interest and appropriate to carry 
out the provisions of the Natural Gas Act and should be approved by the Com- 
mission and made effective as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by Dorchester with the Commission on June 
15, 1961, is hereby approved in accordance with the provisions of this order. 

(B) Dorchester’s Rate Schedule No. 6 is hereby accepted for filing and per- 
mitted to supersede that company’s Rate Schedules Nos. 3 and 4, as amended. 
Said superseding rate schedule to be effective as of January 1, 1961. 

(C) The related letter agreement dated May 17, 1961 (designated as Supple- 
ment No. 1 to Dorchester’s FPC Gas Rate Schedule No. 6) is hereby accepted 
for filing to be effective as of July 16, 1961, the date of expiration of the 30-day 
statutory notice. 

(D) The suspension proceeding in Docket No. G-15977 is hereby terminated 
and Dorchester is released from its obligation to refund any amounts collected 
subject to refund under Supplements No. 2 to Dorchester’s FPC Gas Rate 
Schedules Nos. 3 and 4, respectively, and the corporate undertaking filed herein 
by Dorchester with respect to such rate schedules is hereby cancelled. 

(E) This order is without prejudice to any action the Commission may ulti- 
mately take with respect to the invalidated Kansas minimum price order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline, Joseph C. Swidler and Howard Morgan. 


SACRAMENTO MUNICIPAL UTILITY DISTRICT, PROJECT NO. 2101 
ORDER APPROVING REVISED PROJECT EXHIBITS 
(Issued July 14, 1961) 


On May 31, 1961, Sacramento Municipal Utility District, licensee for major 
Project No. 2101, filed for Commission approval revised Exhibit K drawing for 
the proposed Gerle Diversion and, pursuant to Article 26 of the license for the 
project, revised Exhibit L drawings for Gerle Creek dam. 

The Gerle Diversion includes two dams, Gerle Creek Dam across Gerle Creek 
and Robbs Peak Dam across the South Fork of the Rubican River, together with 
a canal extending from the Gerle Reservoir to the Robbs Peak Reservoir, in 
El Dorado County, California. 

The principal changes reflected by the revised exhibits are changing Gerle 
Creek Dam from an earthfill structure to a concrete gravity overflow structure 
and raising the spillway elevation and height of Gerle Creek Dam and Robbs 
Peak Dam by 5 feet and 2 feet, respectively. Exhibit L-73 (FPC No. 2101-119), 
now part of the license, has been changed accordingly by our staff at the request 
of the licensee. 

While the licensee has requested that we approve Exhibit L-72 (FPC No. 
2101-118), now part of the license, that exhibit was approved by Amendment 
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No. 3 of the license issued June 17, 1960 insofar as it showed the general ar- 
rangement of project structures, and since no modification of that exhibit is 
required, no further approval is required. 

The changes shown on the revised exhibits are not of sufficient magnitude 
to affect original land withdrawals or alter water release requirements. 


The Commission finds: 


(1) The following described revised exhibits conform to the Commission’s 
rules and regulations and should be approved as part of the license for the 
project, and superseded Exhibit K-6 (FPC No. 2101-109) entitled “Gerle Diver- 
sion, General Arrangement, Plan”; and Exhibit L-71 (FPC No. 2101-117) en- 
titled ““Gerle Diversion—Gerle Dam, General Arrangement, Plan, Profile & Sec- 
tions’, now part of the license, should be eliminated from the license—all as 
hereinafter provided : 

Exhibit K-8 (FPC No. 2101-148) entitled “Gerle Diversion, General Arrange- 
ment, Plan & Profile’; insofar as it shows the general location of the project 
structures ; 

Exhibit L-86 (FPC No. 2101-144) entitled “Gerle Diversion-Gerle Dam, Gen- 
eral Arrangement, Plan” ; 

Exhibit L-87 (FPC No. 2101-145) entitled “Gerle Diversion-Gerle Dam, Gen- 
eral Arrangement, Elevations & Sections” ; and 

Exhibit L-88 (FPC No. 2101-146) entitled “Gerle Diversion-Canal Intake, 
Concrete Outline, Plan, Sections & Details.” 

(2) The afore-mentioned Exhibit L-73 (FPC No. 2101-119) entitled “Gerle 
Diversion-Robbs Peak Dam, General Arrangement, Plan, Profile & Sections”, as 
revised by our staff, should be approved as part of the license for the project 
as hereinafter provided. 


The Commission orders: 


(A) The revised exhibits described in finding (1) above as conforming to the 
Commission’s rules and regulations are approved as part of the license for 
Project No. 2101, and the exhibits described in the same finding as being super- 
seded are eliminated from the license for the project. 

(B) The exhibit described in finding (2) above, as revised by our staff upon 
request of the licensee, is approved as part of the license for the project. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline, Joseph C. Swidler and Howard Morgan. 


TENNESSEE GAS TRANSMISSION COMPANY, 
DOCKET NO. G—1248, ET AL. 


ORDER AMENDING ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued July 17, 1961) 


Tennessee Gas Transmission Company (Tennessee) filed a petition, on June 5, 
1961, to amend the Commission’s order issued November 8, 1950, in Docket No. 
G-1248, et al. (Opinion 202), as hereinafter described all as more fully described 
in the petition herein. 








172 FEDERAL POWER COMMISSION 


The above described order authorized Northeastern Transmission Company, 
among other things, to make certain daily deliveries of natural gas to various 
subsidiaries of the New England Electric System, totaling 74,600 Mcf at 15.025 
psia on a permanent basis. 

On July 16, 1954, the Commission authorized Tennessee in Docket No. G—2352 
to acquire and operate the facilities of and to render the service performed by 
Northeastern. 

Tennessee requests that the order be amended to change the initial allocations 
to the various subsidiaries of the New England Electric System, but keeping 
the total volume at 74,600 Mcf per day. 

The proposed reallocations for the New England Electric System are as 
follows: 

Mef at 15.925 psia 








Initial | 
permanent | Proposed | Proposed 
authorization | permanent | real-location 
in Docket | increase or of G-1248 
Nos. G-1248, | (decrease) | authorized 
et al. 
gr - seme | r a on 
Mystic Valley Gas Company..................--.---..- 36, 900 | (8, 656) | 28, 244 
Lynn Gas Company 6, 500 | 3, 396 9, 896 
North Shore Gas Company Beverly-Salem Service Area. 10, 800 | (1, 692) 9, 108 
North Shore Gas Company Glouchester Service Area-_-- 1, 800 | 866 2, 666 


EAPEROS CIOS COON onc cc cncccndcncncesescancsncece 8, 100 4, 793 12, 893 
Centeral Massachusetts Gas Company, Spencer Service | 
' 












ee 1, 200 323 | 1, 523 

Centeral Massachusetts Gas Company, Southbridge | 
IE TION deka Agi ciphadamedenaaganhodalbieee 2, 900 | (344) | 2, 556 
Wachusett Gas Compnay Clinton Service Area_......-- 1,300 | (96) | 1, 204 
Wachusett Gas Company Leominster Service Area_-_-_-- 2, 800 | 524 3, 234 
Northampton Gas Light Company-.-..-...-.-..--.----- 2, 300 886 3, 186 
a 74, 600 


The petition states that experience has shown that some of the subsidiaries 
had overestimated, while others had underestimated, their respective require- 
ments. Market data has been submitted to support the allegations. The pro- 
posed reallocations (together with other volumes authorized subsequent to 
issuance of Opinion No. 202) will enable the New England Electric System 
Companies to meet their 1961-62 and 1962-63 estimated winter requirements 
without any additional allocations from Tennessee and without any additional 
investment by Tennessee. 


The Commission finds: 


It is necessary and appropriate in carrying out the provisions of the Natural 
Gas Act and the public convenience and necessity require that the Commission’s 
order issued November 8, 1950 in Docket No. G—1248, et al., (Opinion No. 202) 
should be amended as hereinafter ordered. 


The Commission orders: 


(A) The order of the Commission issued November 8, 1950, in Docket No. 
G-—1248, et al., (Opinion 202) is amended to reallocate the daily natural gas 
requirements of the respective New England Electric System Companies as de- 
scribed above, all as more fully described in the petition filed herein. 


(B) In all other respects said order and opinion shall remain unchanged 
and in full force and effect. 
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[LETTER GRANTING TEMPORARY AUTHORIZATION FOR SALE 
OF GAS]* 


Docket No. G-12244 
Texaco, Inc. 


Air Mail July 17, 1961 
Texaco, Inc. 
P.O. Box 2332 
Houston, Texas 


Attention: Mr. W. V. Vietti 
Gentlemen : 


Your statement, filed pursuant to Section 157.28(c) (1) of the Commission’s 
Regulations, of your intention to invoke said Section and initiate the service 
proposed in your petition to amend the order granting certificate in Docket No. 
G—12244 is hereby accepted. 

You are also advised that the related rate schedule, as identified pursuant to 
Section 157.28(c) (2) of the Regulations and listed at the bottom of this letter, 
has been accepted for filing to be effective on the date of initial delivery. Please 
return the enclosed duplicate copy with such date inserted in the space provided. 
This acceptance of the rate schedule for temporary service is no assurance that 
it will be accepted by the Commission for permanent service. 

In the event that any of the documents comprising the listed rate schedule 
contains provisions for future automatic adjustments in rates and charges based 
upon new or increased taxes, prices paid for gas by or to others, price redetermi- 
nation provisions, or any similar provision, your attention is directed to the 
fact that such provisions, when invoked to change the effective rates and charges, 
will constitute a change in such rates and charges within the meaning of Section 
4(d) of the Natural Gas Act and Section 154.94 of the Commission’s Regulations 
under such Act. The Act and the Commission’s Regulations require that such 
changes be filed with the Commission not more than 90 days nor less than 30 
days prior to the proposed effective date thereof. 

Further, in the event that any document comprising the listed rate schedule was 
executed on or after April 3, 1961 and contains provisions, either therein or by 
adoption of the terms and provisions of other agreements, for a change in rate 
other than those permitted by Section 154.98 of the Commission’s Regulations, 
such rate change provisions shall be inoperative and of no effect at law and any 
tendered rate change under such provisions will be rejected. 

This acceptance for filing shall not be construed as constituting approval of 
any rate, charge, classification, or any rule, regulation or practice affecting such 
rate or service contained in the rate filing; nor shall such acceptance be deemed 
as recognition of any claimed contractual right or obligation associated therewith ; 
and such acceptance is without prejudice to any findings or orders which may be 
made in the final dispoSition of this proceeding or any other findings or orders 
which have been or may hereafter be made by the Commission in any proceeding 
now pending or hereafter instituted by or against your company. 

This constitutes all requisite temporary authorization to commence the sale of 
gas, but such authorization and acceptance of the rate schedule are without 
prejudice to such final disposition of the petition to amend the certificate order 


*Rescinded by order issued September 14, 1961, 26 FPC 513. Petition for review 
dismissed, 297 F. 2d 836 (CA10—-1962). 
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as the record may require and, furthermore, once service is commenced under this 
authorization it may not be discontinued without permission of the Commission 
issued pursuant to the provisions of the Natural Gas Act. 
Very truly yours, 
s/ J. H. GuTRIDE, 
Secretary 


Rate Schedule Designation 


Description of Date of Letter FPC Gas Rate Supplement Date of Initial 
Document of Transmittal Schedule No. No. Delivery 
Supplemental 6/23/61 161 5 
Agreement 


6-8-61 


Before Commissioners: Jerome K. Kuykendall, Chairman; Arthur Kline, 


Joseph C. Swidler and Howard Morgan. 

PACIFIC NORTHWEST POWER COMPANY, PROJECT NO. 2243; WASH- 
INGTON PUBLIC POWER SUPPLY SYSTEM, PROJECT NO. 2273 
ORDER DENYING MOTION ON RECONSIDERATION 
(Issued July 20, 1961) 


On June 20, 1961, Washington Public Power Supply System (WPPSS), ap- 
plicant for license for Project No. 2273, filed a document entitled “Petition For 
Rehearing” with respect to an order of the Commission issued May 19, 1961, 
25 FPC 1004, sustaining a ruling of the Presiding Examiner denying a motion by 
WPPSS for leave to file an amended application to incorporate an alternative 
High Mountain Sheep project.? 

Although WPPSS states that its petition is for a rehearing in pursuance of 
Section 313(a) of the Federal Power Act, the petition was not timely filed and 
may not be so considered. However, the petition filed by WPPSS on June 20, 
1961 is being considered as a motion for reconsideration. 

On March 30, 1960, the Commission issued an order consolidating the proceed- 
ing on the two conflicting applications, fixing a hearing thereon, and prescribing 
a procedure for the direct testimony of the parties in support of their respective 
positions. The purpose of the procedure was stated to be as follows: 


The procedures hereinafter prescribed are intended to eliminate any cause 
which might otherwise exist for a protracted hearing by requiring that 
the respective parties be prepared in advance of the hearing for the presenta- 
tion of their direct case. This should result in serving the interests of those 
parties concerned with obtaining an orderly record, the saving of hearing 
time, and associated costs and conveniences involved. 

In accordance with the order of March 30, 1960, the two competing applicants 
were required to file all of their respective direct testimony by September 2 


“: 

21WPPSS also states that the Commission’s order of May 19, 1961 is unclear as to 
whether it is dispositive of its claim to a statutory preference right under Section 7(a) 
of the Act. At a prehearing conference on May 17, 1960 WPPSS agreed that this ques- 
tion need not be determined prior to or during the hearing. In accord with that under- 


standing, the Commission, by its order of May 19, 1961, did not pass on the preference 
question. 
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1960, and the interveners and the Commission’s staff were required to file their 
direct testimony by October 7, 1960. The direct testimony, including exhibits, 
of all of the parties was received in evidence on the first day of the hearing 
which commenced November 4, 1960. Cross-examination on the direct testimony 
started on the second day of the hearing and concluded March 28, 1961 with 
63 days of cross-examination. The rebuttal phase of the consolidated proceed- 
ings started on June 12, 1961. Consequently, if either applicant were to be per- 
mitted to inject a new direct case at this stage of the proceeding the purpose 
cf the procedure prescribed by the order of March 30, 1960 would be competely 
defeated by that applicant at the expense of all of the other parties to the 
proceedings as well as at the expense of that applicant’s proposed rate payers. 
Needless to say, this would add nothing to the merits of the administrative 
process. 

In sustaining the ruling of the Presiding Examiner, the Commission “concluded 
that no good reason has been shown why the Commission should permit the filing 
of the proposed amendment at this stage of the proceedings.” The order of 
May 19, 1961, does not prevent WPPSS from introducing appropriate evidence 
in rebuttal, including evidence to show that the High Mountain Sheep project 
2s proposed in the record is not the best proposal for that development in the 
event such evidence is available. However, it is not necessary or appropriate 
to encumber the record with repetitious evidence in order for WPPSS to amend 
its plans or pleadings to conform with the evidence and to exercise such prefer- 
ence, if any, as Section 7(a) may confer upon WPPSS. 

Assuming the “Petition” filed by WPPSS were considered as a motion to 
amend the pleadings to conform with the evidence, such motion would be pre- 
mature at this time and should be denied without prejudice to its renewal at 
the appropriate time. 


The Commission orders: 
The aforesaid motion filed June 20, 1961, is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Arthur Kline, 
Joseph C. Swidler and Howard Morgan. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—16235; PACIFIC 
NORTHWEST PIPELINE CORPORATION, DOCKET NO. G-16237; COLO- 
RADO INTERSTATE GAS COMPANY, DOCKET NO. G—16904. 


ORDER DENYING INTERVENTION AND DELIMITING ISSUES 
(Issued July 21, 1961)* 


Tennessee California Gas Transmission Company (TennCal) and California 
Gas Transmission Company (CalGas), P.O. Box 2511, Houston, Texas, filed 
jointly on May 1, 1961, a petition to intervene in the above-entitled cases in 
which a further public hearing is set to commence July 24, 1961. The petitioners 
contended that, because of the changes made by El Paso Natural Gas Company 
(El Paso) and its customers, Southern California Gas Company and Southern 
Counties Gas Company of California (Southern), in order to comply with 
conditions prescribed in the order dated December 28, 1960, accompanying De- 
cision No. 61261 of the Public Utilities Commission of the State of California, 
the Federal Power Commission is now faced with a project radically different 
from that which it considered and conditionally authorized by order issued 
December 27, 1960, concerning the Rock Springs Project under Docket Nos. 


*Order issued September 13, 1961, denying motion to set aside, 26 FPC 488. 
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G—16235, G-—16237 and G-—16904. Petitioners allege also that the applicants in 
this proceeding have disclosed their design to use the Rock Springs project, as 
changed, as a vehicle to defeat the “CalGas-Edison project” as proposed by 
Southern California Edison Company, TennCal and CalGus in applications 
filed heretofore under Docket Nos. CP61-172, CP61-173 and CP61-174, 
respectively. 

On December 23, 1960, TennCal filed an application (Docket No. CP61-173) 
for a Presidential Permit authorizing the construction and maintenance of 
natural gas pipeline facilities at the International Boundary near Reynosa, 
Mexico, for the exportation of natural gas from Texas to Mexico. Simul- 
taneously, CalGas filed an application (Docket No. CP61-174) for like authority 
for the construction and maintenance of similar facilities at the International 
Boundary near Mexicali, Mexico, for the importation of natural gas from 
Mexico into California. The proposed facilities will connect with the proposed 
pipeline system of Petroleos Mexicanos (Pemex) at the aforesaid points on the 
International Boundary. The proposed pipeline system of Pemex will extend 
westerly across the northern part of Mexico from the interconnection with the 
proposed pipeline system of TennCal to the interconnection with the proposed 
pipeline system of CalGas. 

On December 23, 1960, Southern California Edison Company (Bdison) filed 
an application (Docket No. CP61-172) for authorization to export and import 
natural gas. Edison proposes to export natural gas to the Republic of Mexico 
which it will purchase in the State of Texas for transmission through the pro- 
posed pipeline of Pemex to the interconnection with the proposed pipeline facili- 
ties of CalGas near Mexicali. At Mexicali, Edison proposes to import into the 
United State (1) the natural gas which it will purchase in Texas, and (2) addi- 
tional natural gas which it will purchase in the Republic of Mexico at the afore- 
said point near Mexicali. Edison has arranged for the transportation of this 
gas to its electric generating stations in the vicinity of Los Angeles, California, 
through the proposed pipeline systems of TennOal, Pemex and CalGas. Such 
gas will supply a major part of Edison’s requirements for fuel in said electric 
generating stations. 

On February 17, 1961, TennCal filed an application (Docket No. CP61-212) 
with the Commission for a disclaimer of jurisdiction or, in the alternative, a 
certificate of public convenience and necessity authorizing the construction and 
operation of a pipeline within the State of Texas. This pipeline will transport 
natural gas to the Mexican border which will be purchased by Bdison from 
producers in Texas. 

From the foregoing it is clear that TennCal and CalGas do not propose to 
engage in the sale for resale of natural gas within the State of California. 
Their proposals encompass the construction and operation of facilities at inter- 
national borders and the export of natural gas from and into the United States. 
The gas transported through the facilities proposed by TennCal and CalGas 
would be purchased by Edison in part from producers thereof in Texas and in 
part in Mexico. Such gas would then be consumed by Edison in its own elec- 
tric generating plants in the State of California. It is clear therefore that there 
would be no competition among TennCal, CalGas and Edison with El Paso in 
the sale for resale of natural gas in California. There has been no showing 
made in the petition of TennCal and CalGas that the grant of the so-called 
Rock Springs project would preclude the granting of the “CalGas-Edison proj- 
ect”. Under such circumstances we cannot find that the applications are 
“mutually exclusive”. 

The El Paso Rock Springs project was conditionally certificated by the Com- 
mission on December 27, 1960. The changes which have been proposed in the 
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originally conditionally certificated project as a result of Decision No. 61261 
of the Public Utilities Commission of the State of California concern only the 
time at which such facilities will be constructed. There has been no substantial 
modification in the design or capacity of such system. It, therefore, cannot be 
concluded that the Commission is now faced with a project different from that 
which it considered and conditionally authorized by order issued December 27, 
1960. 

Some of the interveners in these proceedings have requested that they be 
afforded an opportunity to examine into and present evidence concerning alter- 
native proposals with respect to the construction and operation of facilities 
to serve the Rocky Mountain area as well as the California area. It appears 
that it is desirable that such evidence should be a part of the evidence in this 
record. The scope of the further hearing should be broadened to this extent. 


The Commission finds: 


(1) Although the time schedule for deliveries of gas has been changed, the 
Rock Springs project, as modified to comply with the conditions prescribed by 
the Public Utilities Commission of California as aforesaid, is essentially the 
same project as that which was conditionally authorized by this Commission 
by its order issued herein on December 27, 1960. 

(2) There is no competition between Southern California Edison Company 
as a purchaser of gas and El Paso and Southern as sellers of gas. 

(3) Good cause has not been shown for the intervention of TennCal and 
CalGas in this proceeding. 

(4) The issues in this proceeding should be broadened in scope as hereinafter 
ordered. 


The Commission orders: 


(A) The petition to intervene of Tennessee California Gas Transmission 
Company and California Gas Transmission Company is hereby denied. 

(B) At the further hearing in this proceeding to be held on July 24, 1961, 
the issues should encompass, and evidence should be adduced concerning, alter- 
nate routes and facilities by which El Paso and Colorado Interstate Gas Com- 
pany could supply additional gas to the market areas which they propose to 
serve by the Rock Springs project. 

(C) El Paso and Colorado Interstate shall offer evidence at said hearing 
on all phases of such alternative means on which they have obtained informa- 
tion or which they have considered. Other parties may also offer evidence on 
this issue. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Arthur Kline, 
Joseph C. Swidler and Howard Morgan. 


GEORGE S. HAMMONDS, DOCKET NO. G-16520; SCOTT HAMMONDS, 
ET AL., DOCKET NO. G—16521 


ORDER DENYING MOTION FOR RECONSIDERATION 


(Issued July 21, 1961) 


On May 15, 1961, George 8S. Hammonds and Scott Hammonds, et al., (Ham- 
monds) filed a joint motion for reconsideration of the Commission’s order issued 
March 29, 1961, denying their prior motion to terminate the proceedings in 
Docket Nos. G—16520 and G-16521. 


693-488—64——_14 
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On September 18, 1958, Hammonds tendered for filing proposed increased 
rates of 16.0¢ per Mecf for sales of natural gas to Permian Basin Pipeline 
Company from leases in the Puckett Field, Pecos County, Texas (District 
No. 8). By order of the Commission issued October 14, 1958, the proposed 
increased rates were suspended until May 1, 1959, when upon proper motion, 
they became effective subject to the filing of surety bonds to assure refund of 
excess charges. 

In their joint motion for reconsideration, Hammonds aver that the increased 
rates of 16.0¢ per Mcf are subject to a 5¢ per Mecf treating charge for carbon 
dioxide removal, which results in their receiving not 11.0¢ per Mcf, but a 6.5¢ 
per Mcf adjusted well-head price since the volumes of gas delivered are reduced 
by about 40% by shrinkage. Hammonds state (1) that the 6.5¢ per Mcf price 
is below the 11.0¢ per Mcf area rate for gas in Texas Railroad Commission 
District No. 8, as prescribed in the Commission’s Statement of General Policy 
No. 61-1, 24 FPC 818, and (2) that as the Commission terminated similar pro- 
ceedings in Phillips Petroleum Co. (Operator), Docket No. G-17071 on May 8, 
1960, and in The Atlantic Refining Company, et al., Docket No. G—16803 on 
October 13, 1960, they request equal treatment. 

The fact that Hammonds’ gas is subject to a 5.0¢ per Mcf treating charge for 
the removal of carbon dioxide does not alter the fact that Hammonds increased 
rates to their buyer are 16.0¢ per Mcf for pipeline quality gas. If Hammonds 
had treated their gas for carbon dioxide removal, the 5.0¢ per Mcf treating 
charge would be, as in effect it now is, included in the 16.0¢ per Mcf for pipeline 
quality gas. To accept Hammonds’ contentions herein would result in setting 
a new price standard inconsistent with that announced in our Policy Statement 
No. 61-1. 

Additionally, as to the shrinkage in volumes resulting from the removal of 
earbon dioxide, it does not appear that any adjustment should be made in the 
rate paid Hammonds to reflect the shrinkage loss resulting from the removal 
of carbon dioxide. Hammonds have not stated any justification for such adjust- 
ment, except their mention of the Commission’s order issued February 15, 1960, 
in the certificate proceeding in Western Natural Gas Company, et al., Docket 
Nos. G—16099, et al., 23 FPC 382. However, in this order, the Commission, while 
referring to the matter of shrinkage, did not make any adjustments in its 
determination of the initial price of 16.0¢ per Mef, which is in accordance 
with its Statement of General Policy No. 61-1. 

Hammonds, in support of their request for termination of the proceedings 
herein, refer to the Commission’s orders terminating the proceedings in Phillips 
Petroleum Co. (Operator), (Phillips) Docket No. G—17071, issued May 3, 1960, 
and The Atlantic Refining Company, et al., (Atlantic), Docket No. G—16803, 
issued October 13, 1960. The Philiips proceeding was terminated prior to the 
issuance of the Commission’s Statement of General Policy No. 61-1, wherein the 
Commission set forth the price standards to apply to pipeline quality gas. The 
termination of the Atlantic suspension proceeding occurred shortly after the 
issuance of the Commission’s policy statement. Under these circumstances the 
Commission is not bound to follow its previous action in the Phillips and Atlantic 
proceedings. Cf. F.C.C. v. Pottsville Broadcasting Co., 309 U.S. 134, 145. 
Panhandle Eastern Pipe Line Co. v. F.P.C., 236 F.2d 289. Furthermore since its 
issuance, the Commission has had the opportunity to review and implement its 
policy statement and accordingly, the Commission finds Hammonds request to 
terminate the proceedings herein to be inconsistent with its policy statement. 
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The Commission finds: 


(1) The joint petition for reconsideration filed herein by Hammonds on May 15, 
1961, sets forth no new facts and no principles of law which either were not 
fully considered by the Commission when it issued its order of March 29, 1961, 
or which having now been considered warrant either a modification or vacation 
of such order. 


(2) The aforesaid joint petition for reconsideration should be denied. 
The Commission orders: 
The joint petition for reconsideration of the order issued herein on March 29, 


1961 be and it hereby is denied. 
Commissioner Kline dissenting filed a separate statement. 


KLINE, Commissioner, dissenting: 
I would terminate the suspension proceedings. I feel that the increased price 


requested is just and reasonable and that the treatment afforded Hammonds is 


discriminatory when compared to the treatment afforded every other producer 
in the area. 


Although the rate schedule involved in these suspension proceedings cover 
sales of gas from other horizons, Hammonds seeks to terminate the proceedings 


only insofar as they relate to the sale of gas produced from the Ellenburger 
formation. 

We have previously terminated the suspension of every other producer in the 
field in which Hammonds is located and permitted collection of the same price 
which Hammonds is seeking. See e.g. our orders of May 3, 1960, in Docket 
No. G-—17071 in Phillips Petroleum Company (Operator) and of October 13, 
1960, in Docket No. G—16803, The Atlantic Refining Company. Hammonds has 
a 5/64 interest in the gas produced from Section 56, Block 101, in which Phillips 
has more than a half interest. Under these circumstances I consider the majority 
action clearly discriminatory as to Hammonds. 

Our action in terminating Phillips Petroleum Company and the Atlantic 
Refining Company suspensions was taken only after careful consideration and 
study. We have had many cases dealing with gas produced from the Ellenburger 
formation in the Permian Basin, and have devoted a large amount of time to 
the consideration of what constitutes a fair price. The Ellenburger gas is 
unusual in that it contains a large percentage of carbon dioxide, and the expense 
of removing the carbon dioxide from the gas amounts to 4¢ to 5¢ per Mcf. The 
Ellenburger formation is from 12,000 to 16,000 feet deep and the cost of drilling 
and production is high. 

In some cases gas has been sold at the wellhead without removal of the 
carbon dioxide and in other cases, as here, the gas has been sold at the tail gate 
of the processing plant after removal of the carbon dioxide. 

In the case of Western Natural Gas Company, Docket No. G—16099, 23 FPC 332, 
this Commission affirmed an examiner’s decision authorizing the sale of almost 
two trillion feet from the Brown-Bassett Field at a price of 16¢ per Mcf after 
processing. = 

In Opinion No. 328, In the Matter of the Transwestern Pipeline Company, et 
al., Docket No. G—14871, the Commission, in a certificate proceeding, authorized 
a wellhead price for gas produced from the Ellenburger formation of 11¢ per 
Mcf. The Commission recognized that the cost of the gas delivered to the 
pipeline after removal of the carbon dioxide would amount to approximately 
20¢ per Mcf. The price sought for this gas was 12¢ per Mcf. On petition for 
rehearing by the producers, this case was remanded and cost of service evidence 
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was introduced as to the cost of producing from the Ellenburger formation. 
Cost studies were introduced by our staff, the California Public Utilities Com- 
mission and Gulf Oil. Although this case is still pending before the examiner, 
every study showed costs far in excess of what is here sought by Hammonds. 
Moreover, a comparison of the Hammonds sale and the Gulf sale to Trans- 
western indicate that the Hammonds operation is more costly due to lower 
volumes, higher carbon dioxide content, and other factors. The staff cost of 
service study in the Transwestern case showed an estimated cost of 9.658¢ per 
Mcf at the wellhead for the Puckett Ellenburger gas. This was the lowest of 
any of the cost studies there introduced, and compares with a wellhead price 
received by Hammonds of 6.5¢. To obtain a wellhead price of 9.658¢ after 
removal of the carbon dioxide, Hammonds would have to receive 21.087¢ per 
Mcf. 

On the basis of the overall knowledge we have obtained concerning a fair 
price for production from the Ellenburger formation we have permitted prices 
of 16¢ or more, after processing, to the producers of more than 99% of the gas 
from this formation. We should afford Hammonds the same treatment. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Arthur Kline, 
Joseph C, Swidler and Howard Morgan. 


HOUSTON TEXAS GAS AND OIL CORPORATION, DOCKET NO. CP61-135 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued July 21, 1961) 


On November 1, 1960, Houston Texas Gas and Oil Corporation (Applicant), 
a Delaware Corporation, having its principal place of business in St. Petersburg, 
Florida, filed an application in Docket No. CP61-135, pursuant to Section 7(c) 
of the Natural Gas Act, for a certificate of public convenience and necessity 
seeking authorization to construct and operate eight hundred feet of three and 
one-half inch pipe from its present eighteen inch main line to a point near the 
city limits of Palm Beach Gardens, Palm Beach County, Florida, where a 
meter and regulator station will be constructed, and to sell and deliver natural 
gas to the City of Palm Beach Gardens, all as more fully set forth in the 
application. 

The City of Palm Beach Gardens is presently under development and the 
City estimates that 50 percent of the 1,250 houses that will be constructed by 
December 1963 will use natural gas. Based on these figures, the City estimates 
annual and peak day requirements as follows: 


Volumes in Mcf! 





lst year 2d year 3d year 









I Se cccdscnicnusckebshorsntcoctunsncckneabkelbing 5, 396 13, 607 38, 795 
Penk GGy TOQUMOIIOIES.. ..0.- os cvesnccnccnccccnscdscccwseccccconcceses 44.5 98. 5 171 


1 Assuming 1,000 B.t.u. gas. 


The volumes in the application are expressed in therms, which were converted 
here to Mef. 


Applicant states that natural gas will be distributed and resold by the City of 
Palm Beach Gardens for domestic residential and commercial use. 
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Applicant showed that it has sufficient capacity to sell and deliver the natural 
gas requirements to the City of Palm Beach Gardens without affecting its ability 
to continue existing service to any existing customer on its interstate natural 
gas transmission system. 


The cost of constructing the proposed lateral and meter and regulator station 
is estimated to be $11,600, which amount is to be advanced by the City of Palm 
Beach Gardens to Houston Texas Gas and Oil Corporation, to be repaid by the 


latter, without interest, upon the completion of permanent financing. 

Temporary authority was issued on December 23, 1960. 

Pursuant to due notice, a public hearing was held in Washington, D.C. July 
13, 1961, respecting the matters involved in and the issues presented by the ap- 
plication. No petition to intervene or protest to the granting of the application 
having been received, staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30(c) (1) of its Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s pipeline system 
and the operation thereof by Applicant is subject to the requirements of Subsec- 
tions (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of facilities for transportation 
and sale of natural gas, as hereinbefore described, as more fully described in the 
application, is required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c)(4), and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act (18 CFR 157.20), should 
attach to the certificate hereinafter issued to Applicant in Docket No. CP61—135, 
and to the exercise of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(¢c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 
been denied by the Commission is granted pursuant to Section 1.30(¢) (1) of said 
Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued to Ap 
plicant to construct and operate natural gas facilities and to sell and deliver a 
maximum of 171 Mef per day of natural gas to the City of Palm Beach Gardens, 
Florida, as described above, all as more fully described in the application in 
Docket No. CP61-135. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (4), 
and (e) of Section 157.20 of the Commission’s General Rules and Regulations, 
including Rules of Practice and Procedure, shall attach to the issuance of the cer- 
tificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Arthur Kline, 
Joseph C. Swidler and Howard Morgan. 


MISSISSIPPI RIVER TRANSMISSION CORPORATION. DOCKET NO. 
CP61-—274 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued July 21, 1961) 


On April 19, 1961, Mississippi River Transmission Corporation (Applicant), a 
Delaware corporation with a principal office at 9900 Clayton Road, St. Louis 24, 
Missouri, filed with the Federal Power Commission at Docket No. CP61-274 an 
application for a certificate of public convenience and necessity pursuant to 
section 7(c) of the Natural Gas Act, as amended, authorizing the construction 
and operation of certain facilities to be used in connection with the development 
of an underground natural gas storage project in the St. Jacob Field near St. 
Jacob, Illinois and to transport gas which will be used as cushion or base 
storage gas in such storage reservoir, all as more fully described in the appli- 
eation on file with the Commission. 

The facilities for which certificate authorization is requested consist of ap- 
proximately 3,300 feet of 4.500’’ O.D. Line, 3,000 feet of 6.625’’ O.D. Line, and 
1,700 feet of 8.625’’ O.D. well lines which are to extend from the transmission 
line to within the storage area. Authorization is also sought to construct one 
compressor unit of approximately 550 horsepower within the storage area. All 
such facilities including a metering and control station are to be constructed 
at an estimated cost of $395,000. 

The sale and delivery by Applicant is to be to Storage Corporation (Storage), 
which controls certain gas storage leases, contract rights, exploratory wells and 
appurtenances in the St. Jacob field area. Under the agreement Applicant has 
agreed to construct and operate facilities needed to transport gas from a point 
of connection with its existing pipeline facilities to presently existing injection 
wells, to sell gas to Storage for use only as base storage gas in the storage 
reservoir and to inject such gas for Storage into the storage reservoir. The 
Applicant proposes to perform the injection service under a cost of service rate 
schedule which will provide an annual rate of return of 6% percent on Appli- 
cant’s actual net investment in the storage field facilities and an annual depre- 
ciation expense allowance of 3% percent for such facilities. Storage has agreed 
to indemnify Applicant against any loss in the event it becomes necessary or 
desirable to abandon the facilities which Applicant proposes to construct. 

Temporary authority was issued on June 26, 1961. 

Pursuant to due notice, a public hearing was held in Washington, D.C., July 
13, 1961, respecting the matters involved in and the issues presented by the appli- 
cation. No petition to intervene in opposition or protest to the granting of the 
application having been received, staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of its Rules of Practice and 
Procedure. 


The Commission finds: 
(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act heretofore found by the Commission. 


(2) The facilities hereinbefore described are proposed to be used for the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
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of the Commission, as an integral part of Applicant’s pipeline system and the 
operation thereof by Applicant is subject to the requirements of Subsection (c) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, Rules and Regulations of the Commission thereunder. 

(4) The proposed construction and operation of facilities for the transporta- 
tion of natural gas, as hereinbefore described, as more fully described in the 
application, are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) The St. Jacob storage field is still in the testing stage and therefore 
the construction and operation of the proposed facilities should be conditioned 
upon a restricted delivery schedule to Storage as hereinafter ordered and agreed 
to by Applicant. 

(6) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (b), (c)(3), (c) (4), and (e) of Section 157.20 
of the Commission’s regulations under the Natural Gas Act (18 CFR 157.20), 
should attach to the certificate hereinafter issued to Applicant in Docket No. 
CP61-274, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order shall be com- 
pleted and in actual operation should be fixed at 3 months from the date on which 
this order issues. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30(c) 
(1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued author- 
izing Applicant to construct and operate natural gas facilities in order to deliver 
gas to Storage for purposes of testing the St. Jacob’s storage field, as described 
above and as more fully described in the application and subject to the conditions 
ordered hereinafter. 

(B) The total volume to be delivered by Transmission to Storage is hereby 
limited to 3,000,000 Mcf and not more than 1,000,000 Mcf of which is to be sold 
or delivered to Storage by the Applicant in any one year. 

(C) Any sale or delivery of natural gas by Transmission to Storage hereunder 
is to be interruptible in nature and is to be made only under such conditions and 
circumstances as not to interfere with Transmission’s obligations to existing 
resale customers. 

(D) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and Reg- 
ulations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted“in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(E) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at 3 months from the 
date on which this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Arthur Kline, Jo- 
seph C. Swidler and Howard Morgan. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NO. CP61-286 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued July 21, 1961) 





On May 4, 1961, Natural Gas Pipeline Company of America (Applicant) filed 
in Docket No. CP61-286 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
construction of a side tap and meter station on Applicant’s existing 20-inch 
lateral transmission pipeline in Whiteside County, Illinois, for the sale and 
delivery of natural gas to Northern Illinois Gas Company (Northern Illinois), 
an existing utility customer, for resale and local distribution in the Village of 
Tampico, Illinois, all as more fully set forth in the application. 

Applicant proposes to make the subject sale and delivery to Northern Illinois 
within its existing authorized delivery obligation under its filed FPC Gas Tariff. 
Northern Illinois has received from the Illinois Commerce Commission a cer- 
tificate for its proposed service in the Village of Tampico and a franchise from 
the Village. 

Northern Illinois estimates Tampico’s gas requirements as follows: 
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No question of gas supply or capacity is involved herein. 

The estimated cost to Applicant of the proposed facilities is $8,900, which 
cost will be defrayed from funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
July 11, 1961, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 
















The Commission finds : 





(1) Applicant, Natural Gas Pipeline Company of America, a Delaware cor- 
poration having its principal place of business in Chicago, Illinois, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of October 138, 1942, in Docket No. G-235 (3 
FPC 830). 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication in this proceeding, are proposed to be used in the transportation and 
sale of natural gas in interstate commerce for resale, subject to the jurisdiction 
of the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities and the proposed 
sale of natural gas to Northern Illinois Gas Company for resale, by Applicant, 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (¢c) (3), (¢) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the issuance of the certificate hereinafter granted to 
Applicant and to the exercise of the rights granted thereunder, and that the 
time within which construction of the facilities authorized by this order shall 
be completed and said facilities placed in actual operation should be fixed at 
12 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Natural Gas Pipeline Company of America to con- 
struct and operate the facilities and to sell natural gas to Northern Illinois Gas 
Company for resale, all as hereinbefore described and as more fully described in 
the application in this proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) above and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and said facilities placed in actual operation as provided by paragraph 
(b) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act is hereby fixed at 12 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph S. Swidler 
and Howard Morgan. 


SHELL OIL COMPANY, SHELL OIL COMPANY (OPERATOR), ET AL.. 
SHELL OIL COMPANY (OPERATOR), HUNT OIL COMPANY, N. B. 
HUNT, LAMAR HUNT, W. H. HUNT, H. L. HUNT, LYDA HUNT-MAR- 
GARET TRUSTS, LYDA HUNT-CAROLINE TRUSTS, LYDA HUNT- 
HERBERT TRUSTS, LYDA HUNT-BUNKER TRUSTS, LYDA HUNT- 
LAMAR TRUSTS, SECURE TRUSTS, CLAUDE E. AIKMAN, THB 
SUPERIOR OIL COMPANY, SUN OIL COMPANY, SUN OIL COMPANY 
(OPERATOR) ET AL., DOCKET NO. RI61-515. 


ORDER DENYING MOTIONS TO DISMISS ORDER TO SHOW CAUSE AND DENYING MOTION 
FOR AN EXTENSION OF TIME. 


(Issued July 21, 1961)* 


On June 26, 1961, 25 FPC 1219, the Commission named the above parties re- 
spondents in a show cause order which fixed the date of July 24, 1961, for the 
commencement of the public hearing thereon. Said order related favored-nation 


*Reconsideration denied by order issued September 8, 1961, 26 FPC 478. Petition to 
review dismissed (CA3, February 20, 1962). 








186 FEDERAL POWER COMMISSION 





clauses and respondents’ proposed increased rates and charges first, to the sale 
of natural gas from The West Texas Gathering Company (West Texas) to 
El Paso Natural Gas Company (El Paso) and second, to the Commission’s 
Opinion No. 341 and accompanying order in The Pure Oil Company (Pure) in 
Docket No. G-—17930, 25 FPC 383. The Commission held that the sales of gas 
beginning in December 1958, from West Texas had not activated the favored- 
nation clauses in certain contracts made between Pure and El Paso and ordered 
Pure to make corresponding refunds to El Paso. 

On June 17, 1961, Pure petitioned the Court of Appeals for the 7th Circuit to 
review said opinion and order, contending that the Commission should be 
reversed. On July 5, 1961, Pure filed with the Commission its statement of 
provisional payment of refunds to El Paso, reflecting the reduced rates and 
charges ordered by the Commission in connection with Opinion No. 341. 

The show cause order issued herein requires the respondents to show cause 
why their proposed increased rates and charges which they allege to have been 
justified by the same sale of gas from West 'Texas, should not be decided on the 
same principles and questions of law or fact as were Pure’s. 

On July 11, 1961, Shell Oil Company (Shell) filed herein two motions viz., 
Motion of Shell Oil Company to dismiss order to show cause: Motion of Shell 
Oil Company to dismiss on the ground of prematurity the order to show cause 
issued herein on June 26, 1961. 

On July 12, 1961, Hunt Oil Company; N. B. Hunt; Lamar Hunt: W. H. Hunt; 
H. L. Hunt; Lyda Hunt-Margaret Trusts; Lyda Hunt-Caroline Trusts; Lyda 
Hunt-Herbert Trusts; Lyda Hunt-Hunker Trusts: Lyda Hunt-Lamar Trusts; 
and Secure Trusts (Hunt), filed herein, motion to dismiss, and, in the alternative 
for an extension of time. 

Among the reasons adduced by Hunt in support of their motion is the asser- 
tion that the “Court of Appeals for the 9th Circuit * * * has held that prior 
Commission orders which are being reviewed are considered ‘suspect’ and should 
not be relied upon by the Commission in issuing further orders.”* Shell in 
support of its motions, expresses a similar view urging that the Commission’s 
administration of the Act in respect to the status of the sale of gas by West Texas 
to El Paso as related to Shell’s proposed favored-nation increases, should await 
the outcome of judicial review. 

Among other reasons advanced by Shell are the following: The Commission 
has accepted “rate change filings by Shell, rather than rejecting them or entering 
upon a hearing as to the propriety of the filings as tendered * * *”; that the 
Commission with regard to nineteen gas rate schedules and notices of change 
thereto, has made the changes effective subject to refund and thereby restricted 
itself to determining the “justness and reasonableness of each of said rate change 
filings”; that the Commission lacks jurisdiction to enter the show cause order 
herein ; and that it lacks jurisdiction to reopen retroactively “the identical issue 
finally resolved by the Commission when it accepted said filings.” 

The movants appear to rely upon certain assumptions viz., first, in the 
presence of a petition for judicial review of a Commission finding of fact, 
opinion and order, said decision of the Commission becomes, not final, not binding 
and not the law on the subject; that where such a Commission decision bears 
upon administrative obligations under the Act, administration must halt; second 
that legal justification for tender and acceptance for filing of respondents’ 
proposed increased rates and charges now has no connection with just and 


1 Hunt offered the following citation: United Gas Improvement v. FPO. 283 F. 2d 817. 
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reasonable rates; that at some point in the procedural process “acceptance for 
filing” created a status which is res judicata; third, that a determination of 
just and reasonable rates may be made regardless of whether legal justification 
for their tender and acceptance for filing exists: fourth, that a principle com- 
parable to laches estops the Commission’s surveillance of rates and charges at 
certain stages; that procedural steps partition the standard just and reasonable 
into successively inaccessible compartments beyond the reach of the Commission’s 
jurisdiction. 

The foregoing assumptions do not appear well founded. The Commission’s 
Opinion No. 341 and accompanying order is a final and lawful order until 
otherwise decided by judicial review. The acceptance of proposed changes in 
rates and charges for filing and suspension thereof, did not decide the legal 
justification for Such filings in the sense that it became res judicata. The standard 
of just and reasonable rates by which the Commission is bound extends to the 
legal justification for tender and acceptance of changes in rates and charges.’ 
As to the extension of time requested by Hunt, Hunt’s increased rates and 
charges herein were made effective in 1959. Hunt has had long notice of the 
increases being subject to public hearing. 


The Commission finds: 


Movants’ motions set forth no new matters or principles of law which were 
not fully considered by the Commission herein when it issued its show cause 
order on June 26, 1961, or which, now being considered, warrant any change 
or modification of such order. 


The Commission orders: 


Motion of Shell Oil Company to dismiss order to show cause; Motion of Shell 
Oil Company to dismiss on the ground of prematurity the order to show cause 
issued herein on June 26, 1961; and motion of Hunt, being, motion to dismiss, 
and, in the alternative for an extension of time, are each hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman: Arthur Kline, 
Joseph C. Swidler and Howard Morgan. 


TENNESSEDB GAS TRANSMISSION COMPANY, DOCKET NO. G—16842 
ORDER DENYING APPLICATION FOR TEMPORARY AUTHORIZATION 
(Issued July 21, 1961)* 


On November 4, 1958, Tennessee Gas Transmission Company filed an appli- 
cation to construct 157.61 miles of 36-inch loop lines on its existing Kinder- 
Portland line in Louisiana, Mississippi and Tennessee for the purpose of 
increasing its system capacity to serve the growing requirements of its existing 
customers. On May 12, 1959, the Commission issued its Opinion and Order No. 
320 in Midwestern Gas Transmission Company, et al., Docket Nos. G—16841, 
et al, 21 FPC 653, authorizing the construction of the facilities set forth above. 

On March 27, 1961, Tennessee filed in Docket No. G—16842 a motion requesting 
the Commission to amend its Opinion and Order No. 320 so as to authorize 
Tennessee to construct and operate 18,300 additional compressor horsepower 


2 United Gas Pipe Line Co. v. Mobile Gas Service Corporation, et al., 350 U.S. 332, 347. 
*Reconsideration granted; temporary authorization issued by order of August 30, 1961, 
26 FPC 443. 
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on its so-called Delta-Portland line,’ in lieu of building the pipeline loops 
previously authorized by Opinion No. 320. On June 1, 1961, Tennessee filed a 
“Request for Prompt Decision on Motion to Amend Order Issuing Certificates 
of Public Convenience and Necessity” and on June 23, 1961, Tennessee filed an 
“Application for Temporary Certificate of Public Convenience and Necessity” 
requesting temporary authorization of the facilities as proposed in its motion 
to amend. 

It is this application for temporary authorization which is now before us. 
For the reasons set forth below, we are of the opinion that Tennessee has not 
demonstrated that the proposed facilities are necessary to maintain adequate 
service to existing customers or are in the public interest. 

Tennessee has, in its application for temporary authority, alleged the exist- 
ence of those conditions which are required by Section 7(c) of the Natural 
Gas Act for issuance of temporary authority, i.e. an emergency situation which 
may make it impossible to maintain adequate service to existing customers. 
These allegations, however, are not fully supported by factual showings, are 
in some respects inconsistent with previous statements by Tennessee, are indi- 
cative of a disregard by Tennessee of our earlier directions, appear to represent 
a proposed major change in the entire pattern of Tennessee’s operations with 
respect to picking up gas supplies which it would not be proper to accomplish 
without justification at a public hearing, and, finally, if the alleged emergency 
in fact exists, we have already, after public hearing and on the basis of a full 
record, determined the public interest requirements for facilities adequate to 
alleviate the emergency situation, and have issued the necessary certificate 
for construction. We have no basis before us upon which to change this 
determination. 

In its motion to amend filed March 27, 1961, Tennessee states that since 1958 
there has been a distinct shift from Texas and southwest Louisiana to sources 
of supply in southeast Louisiana and gives this as a reason for the proposed 
substitution of the facilities. To support the motion exhibits showing the 
location of facilities, design capacity of the facilities, flow diagram data and 
construction costs of the facilities were attached. Tennessee states that the 
estimated cost of constructing the proposed additional 18,300 compressor horse- 
power on the Delta-Portiand line would be $6,126,000 as contrasted with the 
estimated cost of $27,284,000 for looping of the Kinder-Portland line, while the 
differences in capacity would be negligible.” 

Other than the estimated cost of constructing the proposed substitute facilities, 
Tennessee submitted no information pertaining to cost of service. It submit- 
ted no information concerning expenses or operating revenues reflecting the 
effect of the substitution of facilities proposed on the cost of gas to Tennessee 
or its rates resulting from the changes in Tennessee’s natural gas supply situ- 
ation which are referred to in the general allegations made in its motion. 

On April 19, 1961, the Commission by letter of its Secretary requested Ten- 
nessee, in connection with the motion of March 27, 1961, to “submit information 
showing the effect of the proposed change in facilities on Tennessee’s annual cost 
(including cost of gas) and rates.” In the aforementioned letter, Tennessee 






1The proposed construction and operation of additional compressor horsepower on the 
Delta-Portland line was first proposed in an application for a certificate of public con- 
venience and necessity filed by Tennessee on May 2, 1960, in Docket No. CP60—-94. Action 
on this application in Docket No. CP60—94 has, at the request of Tennessee, been held in 
abeyance and such application is still pending. 

296,000 Mcf per day with the Kinder-Portland facilities and 100,000 Mcf per day 
with the Delta-Portland facilities. 
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was also requested to submit specified detailed information concerning its nat- 
ural gas supply from company-owned reserves and from purchases from others 
by fields, annual dollar cost of such volumes to Tennessee and the average cost 
in cents per Mcf, and the capacity of the supply lines which would be affected 
by the substitution of facilities proposed by the motion filed March 27, 1961. 
On May 5, 1961, Tennessee supplemented the motion to amend in purported 
compliance with the Commission’s letter of April 19, 1961. The data submitted 
by Tennessee in the supplement to its motion consists of selected, partial infor- 
mation and is inadequate to enable us to make a determination with respect to 
the extent by which Tennessee’s natural gas purchase cost and over-all cost of 
service may be affected by the proposed substitution of facilities. Such a 
determination is vital to ascertaining wherein lies the public interest for Ten- 
nessee’s new sources of gas may involve higher, and perhaps sharply higher, 
costs of acquisition than the reserves it relied upor in prior proceedings. 

From the foregoing recitation it can be seen that Tennessee has not made 
available those facts which we stated were necessary for an appraisal of Ten- 
nessee’s newest interim proposal. For this reason alone it would be impossible 
at this time to determine whether the proposal is sufficiently in the public 
interest to justify temporary authorization. 

What Tennessee’s partial showing does indicate is a number of apparent 
inconsistencies with other statements made in these proceedings. For example, 
Tennessee does not include as a source of supply for the Delta line any gas 
which it may take from its Bastian Bay leaseholds in Plaquemines Parish, 
Louisiana. In its request for a prompt decision, Tennessee admits on page 6 
that Bastian Bay gas is flowing in the Delta line. The question of Tennessee’s 
authority to attach its Bastian Bay reserves is the subject of a hearing in 
Tennessee Gas Transmission Company, Docket No. CP61-106. Thus we have 
a situation where Tennessee appears to be relying on a questioned source of 
gas, possibly involving a future increase in costs and rates, for its expanded 
Delta-Portland facilities but has failed to show this in the data submitted in 
these proceedings. A further inconsistency is found in Tennessee’s showings 
which led to certification of the Kinder facilities in Opinion No. 320 and its 
present allegation that such facilities are not required by the public convenience 
and necessity. 

In denying this request for temporary authority we have also given weight 
to the fact that this is the fifth consecutive year in which “interim service” 
has been sought. In the previous temporary authorizations of this “interim 
service’ we have made it clear to Tennessee that it must come forth with a 
proposal for integrating into its system permanent facilities for rendering this 
service. See our order of January 28, 1959, in Docket No. G-11107, 21 FPC 70. 
Tennessee has not prosecuted its comprehensive proposal in Docket No. CP60- 
94 as noted in Footnote No.1, supra. 

Another important consideration is the nature of the facilities herein pro 
posed. They appear to represent a substantial addition to and change in the 
facilities and operations of a major pipeline. Our staff and other parties have 
indicated the existence of substantial questions with regard to their desirability. 
Such facilities and changes should not be first accomplished and then justified. 
The questions herein raised and the failure of Tennessee to supply us with ade- 
quate information require us to consider the possibility that Tennessee may be 
trying to obtain an advantageous position in other proceedings rather than 
simply trying to alleviate a possible gas shortage next winter. 

Our final consideration is perhaps the most important, since it goes to the 
question whether there exists the emergency situation alleged by Tennessee. 
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Tennessee’s need for additional facilities is at the Southern end of its line. 
We have permanently certificated facilities in Opinion No. 320 adequate to give 
the needed capacity in this portion of Tennessee’s system. In so doing we 
found the Kinder-Portland line to be economically feasible and adequately 
supplied as well as fulfilling all other elements necessary to satisfy the require- 
ments of public convenience and necessity. Tennessee can construct the Kinder- 
Portland facilities immediately and thereby render, with permanent facilities, 
the necessary winter services. Nothing has been shown to indicate that the 
public convenience and necessity no longer requires this line; on the contrary, 
so far as we know this line is required now more than ever. 


The Commission finds: 


(1) Tennessee Gas Transmission Company has not demonstrated that the 
facilities proposed in its application for a temporary certificate of public con- 
venience and necessity filed on June 23, 1961, in these proceedings are necessary 
to maintain adequate services to existing customers or are in the public interest. 

(2) The application for temporary certificate of public convenience and 
necessity filed June 23, 1961, by Tennessee Gas Transmission Company should 
be denied. 

The Commission orders: 

The application for temporary certificate of public convenience and necessity 
filed by Tennessee Gas Transmission Company on June 23, 1961, is hereby 
denied. 


Commissioner Kline concurring in the result. Chairman Kuykendall dis- 
senting, filed a separate statement. 


KUYKENDALL, Chairman, dissenting: 

I would grant the temporary authority requested with the condition that the 
investment thereby authorized will be removed from Tennessee’s rate base if 
the facilities constructed are later, on a proper record, found not to be justified. 
Such action would not prejudice the Commission in any way, in dealing wit). 
the situations and problems narrated by the majority. 

In my opinion the foregoing order constitutes an improper prejudgment of 
what facilities should be constructed in order for adequate service to be rendered 
next winter by Tennessee. The thousands of consumers who are dependent on 
Tennessee’s system for necessary supplies of gas for the coming cold weather 
will not, in my opinion, be best served by this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Arthur Kline, 
Joseph C. Swidler and Howard Morgan. 


WASHINGTON WATER POWER COMPANY, PROJECT NO. 2075 
ORDER APPROVING REVISED EXHIBIT L DRAWINGS 
(Issued July 21, 1961) 


On March 380, 1961, Washington Water Power Company, licensee for major 
Project No. 2075, filed for Commission approval revised Exhibit L drawings for 
the Noxon Rapids Hydroelectric development to show the project structures as 
constructed. 

According to the revised drawings, the project structures were constructed 
substantially as shown on the Exhibit L drawings previously approved by the 
Commission. 
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The Office of the Chief of Engineers, Department of the Army, stated thai the 
project plans have been approved in accordance with Section 4(e) of the Federal 
Power Act. 


The Commission finds: 


The following described revised Exhibit L drawings conform to the Commis- 
sion’s rules and regulations and should be approved as part of the license for the 
project, and the Exhibit L drawings, now part of the license, and described herein 
as being superseded should be eliminated from the license—all as hereinafter 
provided : 

Erhibit L: (FPC No. 2075-120) entitled “Plan of North East Embankment.” 
superseding Exhibit L (FPC No. 2075-47), (FPC No. 2075-121) entitled “Sections 
of Northeast Embankment,” superseding Exhibit L (FPC No. 2075-48), (FPC 
No. 2075-122) entitled “Plan and Sections of Southwest Embankment, Sheet 1,” 
superseding Exhibit L (FPC No. 2075-49), (FPC No. 2075-128) entitled “Plan 
and Sections of Southwest Embankment, Sheet 2,” superseding Exhibit L (FPC 
No. 2075-50), (FPC No. 2075-124) entitled “Plan of Clay Stratum and Blanketed 
Areas,” superseding Exhibit L (FPC No. 2075-52), (FPC No. 2075-125) en- 
titled “General Plan,” superseding Exhibit L (FPC No. 2075-8), (FPC No. 2075- 
126) entitled “Profile and Sections,” superseding Exhibit L (FPC No. 2075-79), 
(FPC No. 2075-127) entitled “Powerhouse and Intake Dam Cross Section,” super- 
seding Exhibit L (FPC No. 2075-80), (FPC No. 2075-128) entitled “Powerhouse 
Plans,” superseding Exhibit L (FPC No. 2075-11), and (FPC No. 2075-129) en- 
titled “One Line Wiring Diagram,” superseding Exhibit L (FPC No. 2075-13). 
The Commission orders: 


The revised Exhibit L drawings described in the above finding as conforming 
to the Commission’s rules and regulations are approved as part of the license for 
Project No. 2075, and the Exhibit L drawings described in the same finding as 
being superseded are eliminated from the license for the project. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Arthur Kline, 
Joseph C. Swidler and Howard Morgan. 


NORTHERN STATES POWER COMPANY, PROJECT NO. 2056 
ORDER DIRECTING RECONSTRUCTION WORK UNDER LICENSE 


(Issued July 24, 1961) 


Article 24 of Northern States Power Company’s license for the St. Anthony 
Falls Project No. 2056 provides that the crest of the Upper (horseshoe) Dam 
shall be reconstructed to bring all sections of the overflow portions, except Sec- 
tion No. 2, to a uniform elevation of 796.8 feet (m.s.l.) and Section No. 2 to an 
elevation of 801.0 feet (m.s.l.) at such time as the Commission may direct upon 
the request of the Corps of Engineers, Department of the Army. 

Such a request has béen received in letter dated June 30, 1961 from the 
Assistant Director of Civil Works for Middlewestern Divisions, Corps of En- 
gineers. The letter stated that such reconstruction work can be advantageously 
accomplished at this time within a cofferdam which is presently unwatered in 
connection with the construction by the Corps of the navigation lock at Upper 
St. Anthony Falls. The letter also stated that the plans submitted to the Corps 
by the licensee are considered satisfactory, and request was made that the recon- 
struction of the crest of the Upper Dam be completed by November 1962, at 
which time the Upper Lock is scheduled for substantial completion, 
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By letter dated June 23, 1961, the licensee advises us that it is ready to com- 
mence the reconstruction work in early July 1961, in order to coordinate such 
work with the construction by the Corps of Engineers. 


The Commission orders: 


(A) Northern States Power Company, licensee for Project No. 2056, is directed 
to perform the reconstruction of the Upper Dam at St. Anthony Falls in accord- 
ance with the plans approved by the Corps of Engineers, pursuant to the provi- 
sions of Article 24 of its license. Such reconstruction shall commence as soon 
as practicable and be completed on or before November 1, 1962. 

(B) This instrument in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute 
a waiver of any other part, provision or condition of the license. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this instrument. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Arthur Kline, 
Joseph C. Swidler and Howard Morgan. 


PORTLAND GENERAL ELECTRIC COMPANY, PROJECT NO. 2030 
ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued July 24, 1961) 


Subparagraph (iii) of Article 25 of Portland General Electric Company’s 
license for Project No. 2030 reads as follows: “The Licensee shall compensate 
The Confederated Tribes of the Warm Springs Reservation for the use in con- 
nection with the Pelton development of this license of certain of their tribal 
lands in accordance with the provisions of an agreement dated December 22, 
1955, between The Confederated Tribes of the Warm Springs Reservation of 
Oregon and Portland General Electric Company.” 

Subparagraph (iv) of said Article 25 reads as follows: “For the use of tribal 
lands affected by the Round Butte development embraced within the Warm 
Springs Indian Reservation, such reasonable charge (which may include electric 
service) as may hereafter be specified by the Commission, subject to the approval 
of the Indian tribe having jurisdiction over such lands as provided by law.” 

By letter dated April 11, 1961, the Under Secretary of the Interior transmitted 
to us copies of an amendment to the December 22, 1955 agreement, referred to 
above, between The Confederated Tribes of the Warm Springs Indian Reserva- 
tion of Oregon and Portland General Electric Company. In his letter, the 
Under Secretary of the Interior informs us that he has approved the amendment, 
subject to favorable action by this Commission. This amended agreement, dated 
February 16, 1961, covers the use of and compensation for the tribal lands af- 
fected by the Round Butte development of Project No. 2030 as contemplated 
by the subparagraph (iv) of Article 25 quoted above. 

The amendment, among other things: (1) increases the permissible Round 
Butte reservoir elevation from 1900 to 1950 feet; (2) revises the permissible 
general location of project transmission facilities, including a transmission line 
from the Round Butte dam to an interconnection with the licensee’s system at 
or near Salem, Oregon; (3) revises the land sections affected by the Round 
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Butte reservoir at the increased elevation; (4) specifies the monthly payments 
to the Warm Springs Indians based on the capability and generated energy at 
the Round Butte power plant; and (5) inserts a procedure for review and ad- 
justment of compensation under the agreement. 

Section 14 of the aforementioned December 22, 1955 agreement makes the 
agreement subject to such approval by this Commission as may be necessary. 
The Commission finds: 

(1) The license, further amended as hereinafter provided is in the public in- 
terest, and it will not require public notice. 

(2) The compensation to be made by the licensee for the use of lands em- 
braced within the Warm Springs Indian Reservation in connection with its 
proposed Round Butte development is reasonable as hereinafter fixed. 

(3) Approval of the aforesaid agreement of December 22, 1955, as amended 
by further agreement on February 16, 1961, is not necessary or appropriate, ex- 
cept to the extent hereinafter provided. 


The Commission orders: 

(A) The license for Project No. 2030 is further amended so that subpara- 
graph (iv) of Article 25, as amended, is further amended to read as follows: 

(iv) The Licensee shall compensate The Confederated Tribes of the Warm 
Springs Reservation of Oregon for the use in connection with the Round Butte 
development of this license of certain of their tribai lands in accordance with 
the provisions of an agreement dated December 22, 1955, as amended by further 
agreement on February 16, 1961, between The Confederated Tribes of the Warm 
Springs Reservation of Oregon and Portland General Electric Company. 

(B) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute 
a waiver of any other part, provision or condition of the license as heretofore 
amended. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the the acceptance 
of this amendment of license, it shall be signed for the licensee and returned to 
tbe Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


AREA RATE PROCEEDING, DOCKET NO. AR61-1; CLAUDE E. AIKMAN, 
DOCKET NO. G—18466, ET AL.; NORTH CENTRAL OIL CORPORATION 
(OPERATOR), ET AL., DOCKET NO. CI60—435, ET AL. 


ORDER ON REHEARING PERMITTING AND DENYING INTERVENTION 


(Issued July 26, 1961) 


On June 26, 1961, Independent Petroleum Association of American (IPAA) 
filed an application for rehearing of the Commission’s order issued May 31, 1961, 
denying its petition to intervene in these consolidated proceedings. 

In support of its application, IPAA states, among other things, that it has 
been urged by a substantial number of its members, who are producers in the 
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Permian Basin area of the states of New Mexico and Texas, to participate in 
these proceedings inasmuch as many of such member producers are small pro- 
ducers who on an individual basis cannot afford to take part in these proceed- 
ings. IPAA further states that it seeks participation in these proceedings 
particularly for the purpose of presenting pertinent information that cannot 
be obtained by many of the smaller individual producers. 

Upon further consideration of the petition to intervene and the applications 
for rehearing, it appears that the intervention of IPAA in these consolidated 
proceedings as a matter of our discretion under Section 15(a) of the Natural 
Gas Act may bein the public interest. 

On June 30, 1961, Fuels Research Council, Inc. (Fuels Research) filed an Ap- 
plication for Rehearing, Reconsideration and Revocation of the Commission’s 
order issued May 31, 1961, which denied its petition for leave to intervene in 
these proceedings. 

In support of its application, Fuels Research states, among other things, that 
the competitive situation between gas and coal is inherently a part of these 
proceedings in that economic data as to trends in demands and available markets 
for gas will be meaningless unless factors which influence demand such as 
competition from other fuels, including coal, are taken into account. 

Upon further consideration of the petition to intervene and the application 
for rehearing, it appears that in the interest of providing a complete record, 
the intervention of Fuels Research in these consolidated proceedings as a matter 
of our discretion under Section 15(a) of the Natural Gas Act may be in the 
public interest. 

On June 30, 1961, United Gas Improvement Company and Philadelphia Elec- 
tric Company filed a joint petition for rehearing of the Commission’s order issued 
May 31, 1961, denying their petition to intervene in these proceedings. Although 
these petitioners admit that they do not purchase gas produced in the Permian 
Basin area, they contend that their interest in the regulatory principles which 
may be adopted herein justify their intervention. However, in our view, peti- 
tioners’ desire to participate in shaping precedents does not afford a basis for 
intervention, either as of right or of our discretion, particularly when parties 
taking a wide range of positions already have been permitted to intervene. 
Petitioners further assert that evidence and findings in this proceedings as to 
matters such as national and area costs and revenue requirements may prejudice 
petitioners in subsequent area rate proceedings as to which they may have a 
direct interest. We do not find any support for the direct economic interest 
ciaimed by Petitioners, but in any event, suffice it to say that each area proceed- 
ing will be determined upon the particular record made therein. 

The Commission finds: 

(1) The participation of IPAA and of Fuels Research in these consolidated 
proceedings may be in the public interest. 

(2) The joint petition for rehearing of United Gas Improvement Company 
and Philadelphia Electric Company which was filed on June 30, 1961, in these 
consolidated proceedings, sets forth no new facts or legal considerations which 
were not fully considered by the Commission prior to the issuance of our order 
of May 31, 1961, denying their intervention, or which having now been con- 
sidered, warrant any modification of said order. 


The Commission orders: 


(A) IPAA and Fuels Research are hereby permitted to intervene in the 
above-entitled proceedings subject to the rules and regulations of the Commis- 
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sion: Provided, however, That the participation of such interveners shall be 
limited to matters affecting asserted rights and interests specifically set forth 
in their petitions to intervene and their respective applications for rehearing; 
and Provided, further, That the admission of such interveners shall not be con- 
strued as recognition by the Commission that they, or either of them, might be 
aggrieved by any order or orders issued in these proceedings. 

(B) The joint petition for rehearing of United Gas Improvement Company 
and Philadelphia Electric Company filed June 30, 1961, in these consolidated pro- 
ceedings is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Arthur Kline, 
Joseph C. Swidler and Howard Morgan. 


HUNT OIL COMPANY 
ORDER REJECTING RATE FILING AND DENYING MOTION FOR RECONSIDERATION 


(Issued July 26, 1961) 


On June 26, 1961, Hunt Oil Company (Hunt) filed an application for hearing 
and reconsideration of a letter order which rejected a notice of change’? to Hunt’s 
FPO Gas Rate Schedule No. 55 and on June 30, 1961, Hunt resubmitted the 
aforementioned rejected notice of change. 

Hunt’s FPC Gas Rate Schedule No. 55 pertains to gas produced from the 
Fulton Beach Field, Aransas County, Texas, and sold to Natural Gas Pipeline 
Company of America. Said sale was authorized by order issued on July 1, 
1960, in Docket No. G—19117, 24 FPC 1, and amended by order issued therein 
on July 29, 1960. The Commission by said orders granted the certificate of 
public convenience therein sought on condition that the initial price for the gas 
sold be reduced from 20¢ to 18¢ per Mcf. 

On August 15, 1960, Hunt concurrently filed an acceptance of the certificate 
of public convenience and necessity granted by the aforementioned orders and 
a rate filing applicable to the proposed sale composed of a gas sales contract 
dated May 15, 1959, and an amendment thereto dated August 9, 1960. The rate 
filings were accepted for filing, were designated as Hunt’s FPC Gas Rate 
Schedule No. 55 and Supplement No. 1 thereto and were declared effective as 
of January 25, 1961, the date of initial delivery under the rate schedule. 

The rate schedule provides: 

Article 9(1)—pipeline shall pay for each one thousand (1,000) cubic feet 
of gas delivered hereunder the prices stated as hereinafter provided: for 
gas delivered during the first four years of the delivery term * * * twenty 
(20) cents * * * 

Not inconsistent with the aforementioned orders granting the certificate of 
public convenience and necessity, Hunt tendered Supplement No. 1 to the rate 
schedule which provides that the aforementioned “20¢” be reduced to “18¢” and 
that “except as herein amended, all terms and provisions of said Gas Sales 
Contract, as amended, shall remain in full force and effect.” Thus, Hunt’s con- 
tract now provides for an initial rate of 18¢ per Mcf and contains no provision 
for an incremental increase for a period of four years. 

However, on May 8, 1961, Hunt tendered a notice of change proposing to 
increase the level of rate from 18¢ to 20¢ per Mcf. By letter order dated May 31, 


1 Supplemented by a tender of June 30, 1961. Affirmed, 334 F. 2d 474 (CA5, 1964). 
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1961, the Commission rejected said notice of change stating “Upon consideration 
of all the facts and circumstances attending the certification in Docket No. G— 
19117 * * *, of the amendatory agreement of August 9, 1960 * * *, it is con- 
cluded that your instant notice of change may not be filed with the Commission.” 
On June 26, 1961, Hunt tendered its application for rehearing and reconsidera- 
tion, subsequently amended, and on June 30, 1961, retendered the notice of 
change rejected by the aforesaid letter order of May 31, 1961. 

In support of its petition Hunt, citing certain obiter dictum in a recent court 
decision,’ states the “Commission cannot, under guise of attaching price condi- 
tions, abrogate contractual obligations. Hunt alleges that the mere fact that the 
original 20¢ price was conditioned to 18¢ does not alter the contractual obliga- 
tions existing between Petitioner and its pipeline purchaser. As a result of these 
contractual obligations, Petitioner claims that it has a right under Section 4 of 
the Natural Gas Act, to file for an increase in price which is consistent with such 
contractual obligations, and to justify, if required to do so, such proposed 
increase.” 

We do not think Hunt’s notice of change is consistent with its contractual 
rights and obligations. As to Hunt’s assertion of right to make this filing we 
think it sufficient to refer Hunt to the Mobile case wherein the Supreme Court in 
adjudging this very point stated “we hold that the Natural Gas Act does not 
give natural gas companies the right to change rate contracts by their own 
unilateral action”.’ 

Hunt’s reliance on the court decision in the Texaco case is misplaced. The 
certificate condition imposed by the Commission on the independent producers 
in the Texaco proceeding, to which the court referred in Texaco, Inc. v. F.P.C., 
and the certificate condition imposed by the Commission in the instant Hunt 
certificate proceeding are entirely different. By the certificate condition imposed 
in the Texaco proceeding the Commission permitted the independent producers 
to make unilateral filings of lower initial rates. On the other hand, Hunt was 
required to file a revised contract providing for an 18¢ per Mcf rate as a condi- 
tion to the issuance of a permanent certificate.. Thus, unlike the independent 
producers in the Texaco proceeding, Hunt has amended its contract to provide 
for an 18¢ per Mcf rate. Therefore, the 20¢ per Mcf rate provided for in the 
original contract is no longer contained in Hunt’s contract. Under these cir- 
cumstances, there is no contractual basis upon which Hunt may file for an 
increased rate of 20¢ per Mcf at this time. 


The Commission finds: 


For the reasons heretofore stated as well as those set forth in the aforemen- 
tioned letter order dated May 31, 1961, it is in the public interest and necessary 
in the proper enforcement of the Natural Gas Act, that Hunt’s application for 
rehearing and reconsideration should be denied and that the notice of change 
retendered on June 30, 1961, should be rejected. 


The Commission orders: 


Hunt’s aforementioned application for rehearing and reconsideration is hereby 


denied and the notice of change to its FPC Gas Rate Schedule No. 55 retendered 
on June 30, 1961, is hereby rejected. 


2 Texaco, Inc. v. F.P.C., et al., (CA5, case No. 18349, issued Avril 14, 1961, 290 F. 2d 149. 

* United Gas Pipe Line Co. v. Mobile Gas Service Corp., 350 U.S. 332, 337. 

*See Opinion No. 335, El Paso Natural Gas Company, et al., Docket No. G—13862, 
et al., order issued February 23, 1960, 23 FPC 369. 


5See Peoples Gulf Coast Natural Gas Pipeline Company, et al., Docket No. G—19086, 
et al., order issued July 29, 1960, 24 FPC 106. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


NORTHERN STATES POWER COMPANY, DOCKET NO. E-7001 


ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued July 26, 1961) 


Northern States Power Company (Applicant), incorporated under the laws 
of the State of Minnesota and doing business in the States of Minnesota, North 
Dakota and South Dakota, with its principal place of business in Minneapolis, 
Minnesota, filed an application on June 23, 1961, as amended July 17 and 20, 
1961, for an order, pursuant to Section 204 of the Federal Power Act, authorizing 
the issuance and sale at competitive bidding of $20,000,000, principal amount of 
First Mortgage Bonds, Series due 1991. 

Applicant proposes to issue the Bonds under a Trust Indenture, dated Febru- 
ary 1, 1937 from Applicant to Harris Trust and Savings Bank, Trustee, as here- 
tofore supplemented and as to be further supplemented by a proposed new 
Supplemental Trust Indenture to be dated as of August 1, 1961. 

On or about August 1, 1961, Applicant proposes to invite sealed, written bids 
for the purchase of the Bonds by newspaper publication and by distribution 
of a Form of Proposal, together with a statement of terms and conditions 
relating thereto and a form of purchase contract. All bids, whether from a 
single bidder or a group of bidders, must be for the purchase of the entire 
issuance of Bonds and must be on the Form of Proposal provided by Applicant, 
signed by the bidder, or by the Representative in the case of a group of bidders. 
Each bid must specify the interest rate to be borne by the Bonds, which rate 
shall be a multiple of 14th of 1 percent; the price exclusive of accrued interest to 
be paid to Applicant for the Bonds, which price shall be not less than 99% and not 
more than 102.75% of the principal amount thereof; and, that Applicant shall 
be paid the amount of the accrued interest on the Bonds from August 1, 1961 
to the date of payment therefor and delivery thereof. 

Unless postponed, all bids for the purchase of the proposed issuance of Bonds 
must be presented to Applicant at Room 1100, 231 South LaSalle Street, Chicago 
4, Illinois, at or before 10:00 a.m., Central Daylight Saving Time, on August 8, 
1961. Applicant, unless it rejects all bids or excludes a bid or bids for reasors 
specified in the statement of terms and conditions, will accept the bid which 
provides for the lowest annual cost of money. Each bid must be accompanied 
by a certified or bank cashier’s check or checks, payable in Chicago or New 
York Clearing House funds, in the aggregate amount of $600,000. 

Applicant will apply the proceeds, of approximately $20,000,000, to be obtained 
from the proposed issuance of Bonds to the payment of part of the expenditures 
incurred in its 1961 construction program, estimated at $42,715,000, including 
the payment of any then existing short-term bank loans (estimated at 
$14,000,000). Applicant’s 1961 construction program includes: the Pathfinder 
nuclear power plant of 66,000 kilowatts capacity, near Sioux Falls, South 
Dakota, $7,820,000; other additions and improvements to electric production, 
transmission, distribution and substation system properties, including facilities 
to serve new customers, $23,205,000: natural gas conversion projects at Fargo 
and Grand Forks division, $2,017,000: other additions and improvements to gas 
production and distribution system properties, including facilities to serve new 
customers, $5,495,000; and, additions and improvements to general plant and 
equipment, $2,709,000. 
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Written notice of the application has been given to the Minnesota Railroad 
and Warehouse Commission, the North Dakota Public Service Commission, and 
the South Dakota Public Utilities Commission, and to the Governor of each of 
those States. Notice has also been given by publication in the Federal Register 
on July 4, 1961 (26 F.R. 6007), stating that any person desiring to be heard or 
to make any protest with reference to the application should file a petition 
or protest on or before July 17, 1961 with the Federal Power Commission, 
Washington 25, D.C. No protest, petition or request to be heard in opposition 
to the granting of the application has been received. 

By order dated June 27, 1961 the North Dakota Public Service Commission 
approved the proposed issuance of $20,000,000, principal amount of Bonds, in the 
manner and for the purpose described above. 


The Commission finds: 


(1) Applicant, a Minnesota corporation, owns and operates facilities for the 
transmission and sale at wholesale of electric energy generated in Minnesota, 
North Dakota, South Dakota and Wisconsin, and consumed outside the State 
in which it is generated, all of which facilities are in addition to, and do not 
include, facilities used for the generation of electric energy, facilities used in 
local distribution, or only for the transmission of electric energy in intrastate 
commerce, or facilities for the transmission of electric energy consumed wholly 
by the transmitter. Applicant is, therefore, a public utility within the meaning 
of that term as used in Section 204 of the Act. 

(2) The proposed issuance and sale of Bonds, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(8) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204(f) of the Act; and the proposed issuance of securities 
is, therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(4) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compati- 
ble with the public interest, which is appropriate for and consistent with the 
proper performance by Applicant of service as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(5) The public notice given the aforesaid application is reasonable. 

The Commission orders: 


(A) The proposed issuance and sale of Bonds, upon the terms and conditions 
and for the purposes specified in the application, as described above, are author- 
ized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2(k) (4) of those Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegraph, as contemplated in Section 34.9 of the 
Regulations. 

(ii) The Commission, by further order, shall have approved the price to 


be received by Applicant for the proposed issuance of Bonds and the interest 
rate thereof. 
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(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States with respect to any securities to 
which this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


HOPE NATURAL GAS COMPANY, DOCKET NO. CP61-293 
FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT OF FACILITIES 
(Issued July 27, 1961) 


Take notice that on May 17, 1961, Hope Natural Gas Company (Applicant) 
filed an application in Docket No. CP61-293, pursuant to Section 7(b) of the 
Natural Gas Act, for permission and approval to abandon a 1,000 horsepower 
compressor unit located at it Lee Compressor Station in Jackson County, West 
Virginia. 

The Lee Station is located on Applicant’s Cornwell-Parkersburg Line TL—255, 
and until recently it has been used to compress low pressure gas, produced along 
the route of the line, for delivery to Applicant’s Parkersburg market area. The 
subject unit compressed the gas from 150 pounds to 300 pounds pressure, the 
latter being the pressure needed on the line to serve adequately the market area. 

Applicant states that due to the diminishing deliverability of the local gas 
fields, it has been, since December 1960, putting about 20,000 Mcf per day of 
high pressure gas into Line TL-255,. and that as a result it is now possible to 
maintain adequate pressure without the use of the subject 1,000 horsepower unit. 
Further, Applicant states that the subject unit is not expected to be used for this 
purpose in the future. 

The application indicates that the original cost of the subject unit was $61,665 
and that the estimated cost of removal and overhauling will be $10,000. Until 
the subject unit can be utilized at another compressor site, it will be put into 
warehouse stock. 

No interruption or curtailment of any service will result from the proposed 
abandonment of the unit. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on July 
20, 1961, respecting the matters involved in and the issues presented by the ap- 
plication herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


2 This gas is part of Applicant’s supply received from Tennessee Gas Transmission Com- 
pany at Cornwell. 
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The Commission finds: 


(1) Applicant, Hope Natural Gas Company, a West Virginia corporation 
having its principal place of business in Clarksburg, West Virginia, is a ‘“natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of April 27, 1943, in Docket No. G—290 (3 FPC 994). 

(2) The facilities to be abandoned, as heretofore described, are subject to the 
jurisdiction of the Commission, and abandonment of such facilities is subject to 
the requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) Such abandonment by Applicant, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment by Applicant of the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, be and the same is hereby granted. 

(B) Applicant shall advise the Commission of the date of the abandonment 
within ten days of the date thereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 


and Howard Morgan. 


THE MANUFACTURERS LIGHT & HEAT COMPANY, DOCKET 
NO. CP61-272 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT OF FACILITIES 
(Issued July 27, 1961) 


On April 18, 1961, The Manufacturers Light and Heat Company (Applicant) 
filed an application in Docket No. CP61-272, pursuant to Section 7(b) of the 
Natural Gas Act, for permission and approval to abandon by sale certain facilities 
in the City of Wellsville, (Wellsville) Columbiana County, Ohio, to The Ohio 
Valley Gas Company (Ohio Valley), an affiliate of Applicant. 

Applicant proposes to abandon three short sections of dead-end pipelines 
eonsisting of 2,606 feet of 6-inch and 1,088 feet of 4-inch lines together with 
three appended metering and regulating stations, all in Wellsville. The subject 
facilities are used solely to serve Ohio Valley’s industrial customers. 

Ohio Valley proposes to construct a short section of line to interconnect the 
acquired facilities with an existing interconnection with Applicant’s system, 
and, thus, will continue to provide service to the industrial customers through 
the subject facilities. 

The application shows that Ohio Valley intends to attach a new industrial 
customer to its Wellsville distribution system, and, therefore, desires to purchase 
the subject facilities to avoid building more expensive distribution facilities 
otherwise necessary to serve that customer. 

Applicant will meter the gas delivered to Ohio Valley for resale in Wellsville 
at one central location in lieu of the three meter stations proposed to be sold. 
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Pursuant to an agreement, dated February 21, 1961, Ohio Valley will pay 
Applicant the depreciated original cost of the subject facilities as of the date 
of transfer. The depreciated original cost of the facilities is $30,627 as of 
December 31, 1960. Applicant states that the cost of retiring these facilities is 
estimated at $500. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
July 20, 1961, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 

The Commission finds: 


(1) Applicant, The Manufacturers Light and Heat Company, a Pennsylvania 
corporation having its principal place of business in Pittsburgh, Pennsylvania, 
is a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of December 29, 1944, in Docket 
Nos. G—1593, et al., (4 FPC 821). 

(2) The facilities to be abandoned, as heretofore described, are subject to the 
jurisdiction of the Commission, and abandonment of such facilities is subject 
to the requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) Such abandonment by Applicant, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment by Applicant of the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, be and the same is hereby granted. 

(B) Applicant shall advise the Commission of the date of the abandonment 
within ten days of the date thereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
and Howard Morgan. 


MIDWESTERN GAS TRANSMISSION COMPANY, DOCKET NO. CP61-38 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued July 27, 1961) 


On August 10, 1960, Midwestern Gas Transmission Company (Applicant) a 
Delaware Corporation having its principal place of business in the Tennessee 
Building, Houston, Texas, filed with the Federal Power Commission at Docket 
No. CP61-38 an application as supplemented on January 23, 1961 and amended 
on May 5, 1961 for a certificate of public convenience and necessity pursuant to 
Section 7(c) of the Natural Gas Act to construct and operate facilities in order 
to deliver natural gas to Northern Illinois Gas Company (Northern Illinois) 
at a point near Gilman, Illinois, all as more fully represented by the application 
and supplement and amendment thereto, which are on file with the Commission. 
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The facilities for which certificate authorization is requested, consist of a 
ten inch side valve installed on its existing mainline at Gilman, Illinois, to pro- 
vide a new delivery point for Northern Illinois, an existing customer. The cost 
of the proposed facilities is estimated at approximately $3,090. 

The purpose of such delivery point is to deliver natural gas to Northern Illinois 
for use in testing, developing and operating a proposed storage field (Crescent 
City Field), located near Crescent City, Iroquois County, Illinois. Northern 
Illinois also proposes to furnish natural gas service to the inhabitants of the 
village of Crescent City and City of Watseka through this delivery point. Both 
of these communities are located in close proximity to the proposed storage field. 

The deliveries of natural gas for the testing and development of storage and 
for service to the aforesaid communities are to be made as part of Northern 
Illinois’ authorized contract quantity from Midwestern, pursuant to the existing 
gas service agreement between Midwestern and Northern Illinois and in accord- 
ance with Midwestern’s FPC Gas Tariff, Original Volume No. 1. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
July 21, 1961, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
having been received, staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30(c) (1) of its Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act heretofore found by the Commission. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s pipeline system 
and the operation thereof by Applicant is subject to the requirements of Sub- 
section (c) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of facilities for transportation of 
natural gas, as hereinbefore described, as more fully described in the application, 
is required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (ec) (3), (¢) (4), and (e) of Section 
157.20 of the Commission’s regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereafter issued to Applicant in Docket 
No. CP61-38, and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this order shall be 
completed and in actual operation should be fixed at 12 months from the date 
on which this order isues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and not 
having been denied by the Commission is granted pursuant to Section 1.30(c) (1) 
of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued author- 
izing Applicant to construct and operate the natural gas facilities described above 
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and more fully described in the application as amended and supplemented in 
Docket No. CP61-38 and subject to the conditions set out below. 

(B) That any certificate of public convenience and necessity issued hereunder 
is conditioned upon Northern Illinois receiving the requisite approval from the 
Nlinois Commerce Commission to undertake the development of its gas storage 
project near Crescent City, Illinois. 

(C) Deliveries authorized herein shall not exceed the maximum volume pro- 
vided for in Midwestern’s service agreement with Northern Illinois on file with 
the Commission. 

(D) That any certificate of public convenience and necessity issued hereunder 
is conditioned upon Midwestern’s bearing the cost of the facilities proposed 
herein. 

(E) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (3), (ec) (4), and (e) of Section 157.20 of the Commission’s General Rules 
and Regulations, including Rules of Practice and Procedure, shall attach to 
the issuance of the certificate granted in paragraph (c) hereof, and to that exer- 
cise of the rights thereunder. 

(F) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at 12 months from the 
date on which this order issues. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


SOCONY MOBIL OIL COMPANY, INC., DOCKET NO. G-—13780 


ORDER SETTING ASIDE CERTIFICATE AND ISSUING TEMPORARY AUTHORIZATION 


(Issued July 27, 1961) 


















By order accompanying Opinion 315, 20 FPC 264, we issued a certificate of 
public convenience and necessity to Socony Mobil Oil Company, Inc., (formerly 
Magnolia Petroleum Company) authorizing sales of natural gas, produced in 
the High Island Block 10 Field, in the Gulf of Mexico, Jefferson County, Texas, 
to Transcontinental Gas Pipe Line Corporation. Our certificate was uncondi- 
tional as to price. Socony Mobil filed its contract with Transcontinental (dated 
October 10, 1957) as a rate schedule on July 21, 1959 and commenced deliveries 
on September 17, 1959. Under that filed contract as supplemented (Socony 
Mobil F.P.C. Gas Rate Schedule No. 198) Socony Mobil charges 22.8 cents per 
Mcf (at 15.025 psia). Socony Mobil delivers the gas and title passes to Trans- 
continental at a point in Cameron Parish, Louisiana, near the east bank of the 
Sabine River. Socony Mobil transports the gas to the delivery point by means 
of facilities owned by Transcontinental paying a line rental of 2 cents per Mcf. 

In the meantime, judicial review of our certificate order* has brought the 
matter back before us “for reconsideration and redetermination in the light of 
Atlantic Refining Co., ét al., v. Public Service Commission of New York, et al., 
360 U.S. 878”—the Catco decision. 

Upon reconsidering our former determination in the light of the Supreme 
Court’s Catco decision we are convinced that the consolidated record heretofore 
made is inadequate to support the finding under Section 7(e) of the Act that 





1 Public Service Commission of New York v. F.P.C., 361 U.S. 195, reversing The United 
Gas Improvement Company v. F.P.C., 269 F. 2d 865. 
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Socony Mobil’s sale is required by the public convenience and necessity. Ac- 
cordingly we shall set aside the certificate issued on September 4, 1958, herein.? 

The Public Service Commission of New York on June 22, 1961, filed a motion 
requesting that we “promptly” redetermine the proceedings herein, among oth- 
ers.” We feel it would be unfair and unwise to redetermine Socony Mobil’s ap- 
plication on the record as originally made. We shall redetermine the application 
only upon a new record made in the light of Catco as well as our subsequent 
Statement of General Policy No. 61-1. 24 FPC 818, 18 CFR 2.56. 

Such redetermination cannot immediately be accomplished. In the interim, in 
view of Socony Mobil’s obligation under Section 7(b) of the Act to continue 
service, we shall temporarily authorize continuation of sale herein, so that Socony 
Mobil will not be in violation of Section 7(c) of the Act. We thereby recognize 
that Socony Mobil commenced deliveries in good faith. 

It is also reasonable, and the public convenience and necessity requires, that 
we condition our temporary authorization, as we did in the remanded Catco pro- 
ceedings (Docket Nos. G-11024, et al.), to protect the consumers of this gas but 
without prejudice to such final disposition of the application for a permanent 
certificate as the record may require. In so doing we shall grant Public Service 
Commission's request in part; we see no necessity, however, for requiring a bond 
or corporate undertaking of Socony Mobil. 

The Commission orders: 

(A) Our order of September 4, 1958, is hereby set aside insofar as it issues a 
permanent certificate of public convenience and necessity in Docket No. G—13780. 

(B) The motion of Transcontinental Gas Pipe Line Corporation, filed June 13, 
1960, is denied insofar as it requests reaffirmance of the certificate of public con- 
venience and necessity issued in Docket No. G-13780 upon redetermination of 
the record as heretofore made. 

(C) Temporary authorization be and is hereby issued to Socony Mobil Oil 
Company, Inc., in Docket No. G—13780 upon the condition that the rates charged 
shall be subject to such conditions as the Commission shall lawfully prescribe in 
issuing a permanent certificate in Docket No. G—13780, including any provision 
for refund thereby imposed. 

(D) Except as hereinabove granted, the motion of the Public Service Commis- 
sion of New York filed June 22, 1961, is denied insofar as it concerns Docket No. 
G-13780. 

(E) The Secretary of the Commission is hereby directed to file a copy of this 


order as a part of Socony Mobil Oil Company, Inc., F.P.C. Gas Rate Schedule 
No. 198. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, 
DOCKET NO. CP61-64 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued July 27, 1961) 


Transcontinental Gas Pipe Line Corporation (Applicant), a Delaware cor- 
poration with a principal office in Houston, Texas, filed an application on Septem- 
ber 2, 1960, in Docket No. CP61-64, pursuant to Section 7 of the Natural Gas Act 


220 FPC 264. This order applies only to the certificate issued in Docket No. G—13780. 
® Socony Mobil filed its response on June 29, 1961. 
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for a certificate of public convenience and necessity authorizing Applicant to 
operate facilities subject to the jurisdiction of the Commission for the sale and 
delivery of natural gas on an interruptible basis to Duke Power Company for use 
in its Lee Generating Station, all as more fully described in its application. 

Applicant states that it has been serving natural gas on an interruptible basis 
to Duke Power Company for use in its Lee Generating Station since 1952. The 
present authorization, which expired on December 15, 1960, was granted on 
December 15, 1955, in Docket No. G-1783. Said authorization permitted Duke 
Power Company to use the gas for boiler fuel as well as for ignition fuel. Duke 
Power Company states that it does not find it feasible any longer to use natural 
gas for boiler fuel. However, it continues to need natural gas for ignition fuel 
because coal cannot be used for that purpose and natural gas is safer and more 
economical than fuel oil. 

By letter dated August 29, 1960, Duke Power Company states that its require- 
ments of natural gas for ignition fuel will be 1,450 Mcf on the maximum day and 
122,274 Mcf annually. This volume is considerably less than the volume author- 
ized in Docket No. G—-1783 and will have no appreciable effect upon Applicant’s 
gas supply. 

In the letter of August 29, 1960, Duke Power Company has submitted a com- 
parative table in which it shows that the use of natural gas as ignition fuel in its 
Lee Generating Station will give it a maximum annual saving of $50,551 as com- 
pared to the use of oil. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
July 18, 1961, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application having been received, staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of its Rules of Practice and 
Procedure. 

The Commission finds: 


(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act heretofore found by the Commission. 

(2) The proposed operation of facilities and the sale of natural gas by Ap- 
plicant is subject to the requirements of Subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed operation of facilities and the sale of natural gas, as here- 
inbefore described, as more fully described in the application, is required by 
the public convenience and necessity, and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(5) The public convenience and necessity require that the general terms and 
conditions set forth in Paragraphs (a), (b) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificate hereinafter issued. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 
been denied by the Commission is granted pursuant to Section 1.30(c) (1) of 
said Rules. 
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The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued author- 
izing applicant to operate facilities and to sell and deliver up to 1,450 Mef per day 
of natural gas on an interruptible basis to Duke Power Company for use as 
ignition fuel in its Lee Generating Station, as described above all as more fully 
described in the Application in Docket No. CP61-64. 

(B) The general terms and conditions set forth in paragraphs (a), (b) and 
(e) of Section 157.20 of the Commission’s General Rules and Regulations shall 
attach to the issuance of the certificate granted herein, and to the exercise of 
the rights thereunder. 

(C) Applicant shall begin the operation and sale authorized herein within 
60 days of the date of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Arthur Kline, 
Joseph C. Swidler and Howard Morgan. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G—2306; 
MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NO. G-—2327; 
AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-10396; 
PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. G-11061; 
TRUNKLINE GAS COMPANY, DOCKET NO. CP60-22 (PHASE TWO); 
PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. CP60—-40; 
PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. CP60-60; 
PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. CP60-126; 
VILLAGE OF TREMONT, ILLINOIS, DOCKET NO. CP61-8; PANHANDLE 
EASTERN PIPE LINE COMPANY, DOCKET NO. CP61-36; CITIZENS GAS 
COMPANY, DOCKET NO. CP61-54; CITY OF LACYGNE, KANSAS, DOCKET 
CP61-68 ; CENTRAL ILLINOIS LIGHT COMPANY, DOCKET NO. CP61-114; 
CENTRAL ILLINOIS LIGHT COMPANY, DOCKET NO. CP61-115; PAN- 
HANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. CP61-136; 
ILLINOIS POWER COMPANY, DOCKET NO. CP61-160; CITIZENS GAS 
COMPANY, DOCKET NO. CP61-191; CITIZENS GAS COMPANY, DOCKET 
NO. CP61-192 


ORDER ISSUING TEMPORARY AUTHORIZATIONS AND DENYING MOTIONS FOR SEVERANCE 


(Issued July 28, 1961) 


On February 2, 1960, Trunkline Gas Company (Trunkline) filed an applica- 
tion in Docket No. CP60—-22 for the purpose of increasing its deliveries to Pan- 
handle Eastern Pipe Line Company (Panhandle) and others. A certificate of 
public convenience and necessity was issued to Trunkline in Docket No. CP60—22 
(Phase one) involving a part of said application. The remaining issues were set 
for hearing commencing on January 31, 1961, in the consolidated proceeding, 
American Louisiana Pipe Line Company, et al., Docket No. G—2306, et al On 
June 30, 1961, Trunkline filed an application for temporary authorization to 
construct approximately 97.5 miles of 30-inch main line loops, which would 
complete its main line looping and compressor station yard piping at an estimated 
total cost of $14,568,000. Trunkline sought authorization to thereupon increase 


21 Among other matters, involved in this consolidated proceeding is the application by 
Panhandle in Docket No. G—11061 to abandon service to Michigan Consolidated Gas Com- 
pany in the amount of 127,000 Mcf per day. 
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its deliveries of natural gas to Panhandle by 100,000 Mcf per day and to Con- 
sumers Power Company (Consumers) by 25,000 Mcf per day. 

On March 14, 1960, Panhandle filed its original application in Docket No. 
CP60-60 seeking to expand its capacity and increase deliveries to its customers 
by approximately 400,000 Mcf per day; Panhandle’s application was subsequently 
amended to limit the increase of its sale to 325,000 Mcf per day. This matter 
was set for hearing commencing on January 31, 1961, in the above-named 
consolidated proceeding. On July 10, 1961, Panhandle filed an application for 
temporary authorization to deliver to certain of its resale customers in accord- 
ance with a distribution plan submitted therewith the additional 100,000 Mcf 
per day of gas which it would obtain from Trunkline. In addition Panhandle 
would loop certain sales laterals to enable it to deliver the quantities of gas 
involved. Panhandle alleges that the temporary authorizations are necessary to 
render “badly needed increases in the supplies of gas of its utility customers in 
the states of Missouri, Illinois, Indiana, Ohio and Michigan.” 

On August 31, 1960, the City of LaCygne, Kansas (LaCygne), filed an appli- 
cation in Docket No. CP6168 pursuant to Section 7(a) of the Natural Gas Act 
(Act) seeking an allocation of gas from Panhandle for distribution in its 
community. This matter was set for hearing in the above-named consolidated 
proceeding. On July 21, 1961, LaCygne filed an answer to Panhandle’s applica- 
tion for temporary authorization and a motion for severance. LaCygne supports 
the application for temporary authorization but urges that a portion of the 
100,000 Mcf per day be reserved for allocation to Section 7(a) applicants and 
interveners seeking initial gas service. LaCygne also moved for severance of 
its case from the consolidated proceeding in the event that the temporary au- 
thorizations were issued as requested. 

On July 14, 1960, the Village of Tremont (Tremont) filed an application in 
Docket No. CP61-8 pursuant to Section 7(a) of the Act seeking an allocation 
of gas from Panhandle to commence natural gas service in its community. On 
July 21, 1961, Tremont filed an answer to Panhandle’s application for temporary 
authorization and a motion for severance. Its position is identical to that 
of LaCygne. 

On July 20, 1961, the Villages of Louisville (Louisville) and Milford (Milford), 
Tilinois and the City of Bushnell (Bushnell), Illinois filed an answer to the 
appications for temporary authorizations and a request for relief. Louisville 
and Milford are interveners in the above-named consolidated proceeding seeking 
allocations of gas from Trunkline to commence service to those communities and 
Bushnell is an intervener in the above-named consolidated proceeding seeking 
gas from Panhandle for service to its community. They support the applica- 
tions for temporary authorizations but ask that the Commission condition the 
temporary authorizations upon Panhandle and Trunkline serving them, “or by 
severing the applications for initial service by Louisville, Milford and Bushnell, 
or by whatever other manner it deems appropriate, all to the end that Louisville, 
Milford and Bushnell will obtain a determination of their requests under Sec- 
tion 7(c) for initial natural gas service without the necessity of waiting until 
the conclusion of these consolidated proceedings.” 

Responses to the applications for temporary authorizations were also filed 
by The Michigan Public Service Commission on July 19, 1961, Michigan Gas 
Storage Company and Consumers Power Company on July 20, 1961, Michigan 
Consolidated Gas Company on July 17, 1961 and County of Wayne, Michigan, 
on July 25, 1961. 

For the reasons set forth below, we are of the opinion that Trunkline and 
Panhandle have demonstrated that the proposed facilities are necessary for 
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the rendering of adequate service to their customers, but that the allocation of 
the additional gas among the distribution companies as proposed by Panhandle 
and Trunkline does not serve the public interest. In view thereof, temporary 
certificates will be issued upon the terms and conditions set forth below. The 
issuance of these temporary certificates shall be in no way determinative of 
the issues involved in the above-named consolidated proceeding. 

Both Trunkline and Panhandle allege that a genuine emergency exists in that 
their resale customers are experiencing pronounced shortages in their gas 
supplies. Trunkline requests that it be allowed to deliver 25,000 Mcf per day 
to Consumers and 100,000 per day to Panhandle for sale to its resale customers. 
It alleges that Consumers has shown in the above-named consolidated proceeding 
that this additional supply is necessary in order for it to meet the requirements 
of its customers during the coming winter. Trunkline further alleges, and 
Panhandle supports, that the evidence in the aforesaid proceeding indicates 
that Panhandle’s resale customers will suffer a deficiency of supply exceeding 
the quantity of gas which can be provided “even with the facilities for which 
temporary authorization is requested.” 

Neither Panhandle nor Trunkline have considered in their applications for 
temporary authorizations filed herein the requests for service filed by the 
Section 7(a) applicants and other interveners seeking gas for service to new 
communities. 

The following is a list of Section 7(a) applicants and interveners seeking gas 
and the amounts of gas being sought from the respective suppliers: 





Third year 


Community Proposed pipeline supplier maximum 
daily vol- 
ume, Mef 


Pesotum, Illinois 

Hume, Illinois 

Tolono, Illinois 

Tremont, Ilinois.....--- 
Sherman, Illinois_- 

Williamsville, llinois 

LaCyene, Kansas. ..-......-.... 
Louisville, Hlinois 

Milford, Illinois 

Bushnell, TMlinois___---- 

Savoy, Tlinois__- a“ a 
Mt. Pulaski, San Jose, Catlin, Dlinois...-.-.-..-.- 


Totals Panhandle 
a siesta ccacelsiueh siccaslessdielceanhasiaet delice a-aaea tech Trunkline 





Grand total 





1 To be provided from present contract quantities. 


At the time we render our final decision, it may be desirable in the public 
interest to direct Panhandle and/or Trunkline to establish connection with some 
or all of the various Section 7(a) applicants and interveners seeking gas from 
them in this consolidated proceeding and some provision should be made pending 
a determination of their cases. We shall therefore reserve 8,000 Mcf per day 
of the 125,000 Mcf per day which will be made available Trunkline and Pan- 
handle upon the construction of the facilities authorized in this order until such 
time as the matter involving these present Section 7(a) applicants and inter- 
veners may be disposed of in this consolidated proceeding. Until such time as 
service may commence to them, however, and in view of the expression of need 
for additional gas by Michigan Consolidated in its filings in this proceeding, 
we feel that temporary deliveries of the 8,000 Mcf per day which is otherwise 
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reserved for those applicants and interveners set forth in the table above should 
be made during the five winter months to Michigan Consolidated. 

We recognize that the resale customers on the Panhandle-Trunkline systems 
have a need for additional gas, there having been no sizeable expansion of the 
Panhandle system for a number of years, and that an emergency situation does 
exist with regard to the needs of these customers for additional supplies of 
natural gas. However, we can not see that Consumers stands on any different 
basis with regard to its need for additional supplies of gas than does any cus- 
tomer of Panhandle. In addition the proposal for distribution of the additional 
125,000 Mcf per day of gas which would be made available by the issuance of 
the temporary authorizations here sought in no manner takes into consideration 
the proportional needs of the various distribution companies. We have found in 
the past that at least one criterion for the determining of relative needs for gas is 
the use of a comparative space heating saturation of the various companies who 
would obtain additional supplies of gas. We are of the opinion, therefore, that 
any winter allocation of gas at this time should be in relation to the need for 
gas as measured by the space heat saturation of the companies involved. 

We note that in response to questionnaires which we sent out to all of Pan- 
handle’s resale customers on November 4, 1960, actual space heat saturation 
computations were indicated for each customer for January 1, 1960, and esti- 
mated space heat saturations were presented for January 1, 1961. In order that 
the most equitable allocation of gas may be made, we feel that the winter alloca- 
tions of the 125,000 Mef, less the 8,000 Mcf which will be temporarily reserved 
for new communities listed in the table above and delivered to Michigan Con- 
solidated, should be made to Panhandle’s resale customers and to Consumers 
Power Company upon the basis of the space heat saturations for each company 
as they actually existed on January 1, 1961. 

We feel, further, that this additional quantity of gas should be made available 
to Consumers and to those resale customers which are solely dependent upon 
Panhandle for the source of their natural gas supply. The gas should there- 
fore be made available only to Consumers and to Panhandle’s general service 
and small general service customers in proportion to their needs, based upon 
the January 1, 1961 space heat saturation figures. Thus, these customers will 
share in 117,000 Mcf per day of gas during the winter heating season, with 
Michigan Consolidated to receive, on this temporary basis, the 8,000 Mcf per day 
which is otherwise reserved for the Section 7(a) applicants and interveners as 
set forth in the above table in this order, pending the final determination of 
their cases in this proceeding. 

Since this allocation is obviously based upon a different standard than that 
employed by Panhandle in its proposed allocation, we will direct Panhandle to 
submit a new allocation proposal based upon the standard hereinabove set forth 
for our consideration prior to the placing in operation of any of the facilities 
here involved. 

We recognize that along with increases in winter contract demands and the 
increased winter usage of gas there is necessarily a concomitant increase in 
the non-winter usage of gas by the customers of distribution companies. Thus, 
contrary to Michigan Consolidated’s allegations, we feel it is necessary that 
Panhandle be authorized to contract to deliver additional quantities of gas to its 
resale customers during the non-winter months. We feel, therefore, that the 


2 Space heat saturation is the percentage of the residential and commercial customers 
that use natural gas for heating purposes to the total number of such customers using 
gas for any purpose. 


693—4 88—64--—_16 
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additional daily contract demand quantities which are proposed to be made 
available to Panhandle customers during the non-winter months, April to October, 
should be in the same proportion to the various customers as will be the winter 
daily quantities but in no event should the non-winter quantities exceed the 
proposed non-winter daily contractual quantities expressed in Panhandle’s dis- 
tribution plan which was appended as Schedule A to its application for temporary 
authorization. Trunkline shall deliver no more than 25,000 Mcf per day to Con- 
sumers during this seven month summer period. 

Since Panhandle’s limited service customer, Ohio Fuel Gas Company, is not 
solely dependent upon Panhandle or Trunkline for its source of gas supply and 
since we feel that the gas made available by this temporary authorization should 
be allocated primarily to Panhandle’s general service and small general service 
customers and to Consumers, we will not allow Panhandle to increase its limited 
service to Ohio Fuel Gas Company by 9,300 Mcf as requested. Rather, we feel 
that Panhandle should make available the difference between the daily amount 
of 125,000 Mcf and the increase in contract demand amounts to Michigan Con- 
solidated. We recognize that Panhandle is seeking to abandon service to 
Michigan Consolidated in this consolidated proceeding and we are in no way 
attempting to prejudge the issues presented therein. However, since Panhan- 
die and Trunkline will have an additional 125,000 Mecf available through the 
temporary authorizations here granted and because Panhandle has not shown 
that its general service and small general service customers are in a position to 
take that gas during each month of the year, we feel that until the consolidated 
proceeding is decided, that the excess gas available should be given to Michigan 
Consolidated. Accordingly, we will condition the temporary authorizations in 
that manner. 

We consolidated the various section 7(a) applications with the Panhandle 
expansion and abandonment applications, and with those others listed above, 
because in our opinion the issues presented thereby were related and should 
be heard in a consolidated hearing. We have been shown no reason at this time 
to change our original position. We will therefore deny the motions for severance 
filed by Tremont and LaCygne and the request for relief filed by Louisville, Mil- 
ford and Bushnell, interveners in the above-consolidated proceeding. We have 
reserved for the various applicants seeking service to new communities a quantity 
of gas which will be available, if needed, at such time as a final decision is ren- 
dered in the consolidated proceeding. At this time, we feel that is the only action 
which may properly be taken. 


The Commission finds: 


(1) Trunkline Gas Company and Panhandle Eastern Pipe Line Company have 
demonstrated that the facilities proposed in their applications for temporary cer- 
tificates of public convenience and necessity filed on June 30, 1961, and July 10, 
1961, respectively, in this proceeding are necessary to maintain adequate services 
to existing customers or are in the public interest. 

(2) Trunkline Gas Company and Panhandle Eastern Pipe Line Company have 
not demonstrated that the allocation of gas made available by the installation of 
the facilities referred to in Finding (1) of this order is in the public interest. 

(3) Trunkline Gas Company and Panhandle Eastern Pipe Line Company 
should allocate the winter quantities of gas made available by the installation of 
the facilities referred to in Finding (1) to Consumers Power Company and Pan- 
handle’s general service and small general service customers on the basis of need 
for said gas as represented by the space heating saturations of the customer 
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companies seeking said gas, the purpose thereof being to increase the space heat- 
ing saturation of those companies with the lower saturations. 

(4) Trunkline Gas Company and Panhandle Eastern Pipe Line Company 
should allocate the non-winter quantities of gas made available by the installa- 
tion of the facilities referred to in Finding (1) in the same proportion to the 
various customers as the winter allocation referred to in Finding (3) but in no 
event should the non-winter quantities exceed the proposed non-winter daily con- 
tractual quantities expressed in Panhandle’s distribution plan which was ap- 
pended as Schedule A to its application for temporary authorization. Trunkline 
shall deliver no more than 25,000 Mcf per day to Consumers during this seven 
month summer period. 

(5) An order directing the establishing of a physical connection by Panhandle 
or Trunkline with Section 7(a) applicants and interveners seeking gas in this 
proceeding may be in the public interest and a quantity of gas should be reserved 
from the additional quantity made available by the installation of the facilities 
referred to in Finding (1) of this order until a final decision is rendered in the 
consolidated proceeding. 

(6) Panhandle Eastern Pipe Line Company should deliver to Michigan Con- 
solidated Gas Company the 8,000 Mcf per day which is otherwise being reserved 
for possible service to the Section 7(a) applicants and interveners seeking gas 
in this consolidated proceeding pending ultimate disposition of these applications. 

(7) Panhandle Eastern Pipe Line Company should deliver to Michigan Con- 
solidated Gas Company the volumes of gas which result from a determination of 
the difference between the 125,000 Mcf per day which becomes available by the 
installation of the facilities referred to in Finding (1) and the allocation for the 
seven non-winter months as set forth in Finding (4). 

(8) No valid reason has been shown to sever the various Section 7(a) applica- 
tions and interventions in lieu of Section 7(a) applications from the above-named 
consolidated proceeding. 


The Commission orders: 


(A) A temporary certificate of public convenience and necessity is hereby is- 
sued to Trunkline Gas Company to construct the facilities proposed in its applica- 
tion for a temporary certificate filed on June 30, 1961. 

(B) A temporary certificate of public convenience and necessity is hereby 
issued to Panhandle Eastern Pipe Line Company to construct the facilities pro- 
posed in its application for a temporary certificate filed on July 10, 1961. 

(C) Trunkline Gas Company and Panhandle Eastern Pipe Line Company shall 
file a joint proposal allocating the gas which is made available by the construc- 
tion of the facilities referred to in paragraphs (A) and (B) of this order on or 
before October 15, 1961, and in any event prior to the operation of the aforesaid 
facilities. Such proposal must be in accordance with the criteria set forth in 
this order and must meet the approval of the Commission before Panhandle 
Eastern Pipe Line Company or Trunkline Gas Company shall operate the above 
mentioned facilities. 

(D) Such gas as is delivered to Michigan Consolidated Gas Company in ac- 
cordance with this order, as hereinabove set forth, shall be delivered in accord- 
ance with Rate Schedule X-3 which is attached hereto as Appendix A, which 
Rate Schedule shall be incorporated into Panhandle Eastern Pipe Line Company’s 
FPC Gas Tariff, Original Volume No. 1, and shall be effective from the date of 
commencement of operation of the facilities authorized in paragraphs (A) and 
(B) above and only so long as the temporary certificates hereby issued are in 























212 FEDERAL POWER COMMISSION 






effect. Such rate shall be subject to refund, if any, as may be determined in 
Docket No. RP60-8. 

(E) Panhandle shall file with the Commission superseding service agreements 
satisfactory to the Commission that shall be negotiated for the sale to each of 
its customers except Michigan Consolidated Gas Company’ of proportionate 
shares of the gas which will be made available to it during the five winter months, 
and the varying quantities during the seven off-peak months. 

(G) This order shall not be finally dispositive of any issue in the above-named 
consolidated proceeding. 

(H) Panhandle and Trunkline shall advise the Commission of the dates of 
commencement and completion of the facilities authorized herein within 10 days 
of each respective date. 

(I) The motions for severance filed by the City of La Cygne, Kansas, and the 
Village of Tremont, Illinois, and the request for relief by the Villages of Louisville 
and Milford, Illinois and City of Bushnell, Illinois, are hereby denied. 


APPENDIX A 
RATE SCHEDULE X-3—LIMITED TERM FIRM SERVICE 


(1) Availability: 

This rate schedule is available to Michigan Consolidated Gas Company (here- 
inafter called Buyer) for the purchase of natural gas in the volumes and for the 
periods of time stated in paragraph (2) hereof from Panhandle Eastern Pipe 
Line Company (hereinafter called Seller) at a delivery point on the Seller’s 
pipeline system in Melvindale, Michigan. This rate schedule shall be available 
from the date of commencement of operation of the facilities authorized by 
and during the term of the temporary authorization for service issued July 28, 
1961 in Docket Nos. G—2306, et al. No service agreement will be required for 
service under this rate schedule. 

(2) Applicability and Character of Service: 

This rate schedule shall apply to the sale and delivery by Seller to Buyer 
of the following volumes of natural gas: 

(A) 8,000 Mcf per day during the months November through April. 

(B) A volume of gas each day during the months April through October 
equal to the difference between 125,000 Mcf and the volumes prescribed for 
delivery to other customers of Seller pursuant to the above stated temporary 
authorization. 

Gas sold hereunder shall be delivered on a firm basis subject to interruption 
only as provided in the General Terms and Conditions as prescribed in this Tariff. 

(3) Rate: 

33.9¢ per Mcf of gas delivered during the month. 

(4) Minimum Monthly Bill: 

A sum equal to 33.9¢ times 75% of the volumes of natural gas offered by 
Seller to Buyer pursuant to paragraphs (2) (A) and (2) (B) hereof. 

(5) Adjustment of Heating Value: 

In the event the arithmetic average total heating value of the gas delivered 
by Seller to Buyer in the delivery month is less than 975 or more than 1,025 Btu 
per cubic foot, the total charge for such month shall be decreased in proportion 
to the decrease below 975 or increased in proportion to the increase above 1,025 
Btu per cubic foot. 


3 Rate Schedule X—3 prescribed herein provides that no service agreement with Michigan 
Consolidated Gas Company will be required. 
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(6) Measurement Base: 

Refer to Section 3 of the General Terms and Conditions. 

(7) General Terms and Conditions: 

The General Terms and Conditions are applicable to this rate schedule and 
are hereby made a part hereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


THE OHIO FUEL GAS COMPANY, DOCKET NOS. G-—16818, G—18423 AND 
G-20273 


ORDER CONDITIONALLY APPROVING RATE SETTLEMENT AGREEMENT, PRESCRIBING 
REFUNDS, AND TERMINATING PROCEEDINGS 


(Issued July 28, 1961) 


On June 8, 1961, The Ohio Fuel Gas Company (Ohio Fuel), an affiliate in the 
Columbia Gas System, Inc., filed a proposed settlement agreement in the above- 
captioned proceedings, together with a motion requesting that the Commission 
issue an order approving the proposed settlement and terminating these proceed- 
ings. The agreement (attached hereto as Exhibit I)* was executed by Ohio Fuel 
and its jurisdictional customers following a field investigation by the Commis~ 
sion staff of Ohio Fuel’s operations, books, and records, and after conferences 
between Ohio Fuel, its wholesale customers, other interveners, and members of 
the Commission staff. The Ohio Public Utilities Commission, the City of Cin- 
cinnati, and the City of Columbus, Ohio, have filed comments or objections to 
certain provisions of the proposed settlement agreement. 

Concerning the proceedings in Docket Nos. G—16818 and G—18423, the agree- 
ment provides for (1) reduced rates for the period April 10, 1959, through 
April 4, 1960, the period during which the increased rates originally proposed 
in said proceedings were effective subject to refund; (2) a refund of $1,235,047.17 
plus 6% interest (see Appendix D) reflecting said reduction in rates; and (3) 
further rate reductions and refunds to the extent that suppliers reduce rates 
and make refunds to Ohio Fuel for the period April 10, 1959, through April 4, 
1960. The further reductions and refunds from Ohio Fuel’s suppliers would be 
split 50% to the demand and 50% to the commodity components of the cost of 
service and rates. The reduced rates are based upon the cost of service for the 
test year ending March 31, 1960 (see Appendix A). 

Concerning the proceeding in Docket No. G—20273, the settlement agreement 
provides for (1) reduced rates beginning April 5, 1960—the date the increased 
rates originally proposed in said proceeding became effective subject to refund— 
through June 30, 1960; (2) revised reduced rates from and after July 1, 1960; 
(3) refunds plus 7% interest reflecting said reductions in rates; and (4) further 
commodity rate reductions and commodity charge refunds to the extent that 
suppliers reduce rates ana make refunds to Ohio Fuel for the period April 5, 
1960, to the effective date of Ohio Fuel’s next rate filing.* The reduced rates 
for the period April 5, through June 30, 1960, are based upon the cost of service 


2 Omitted in printing. 


2The agreement provides that Ohio is not obligated to pass on refunds until accumu- 
lated amounts exceed $50,000, unless no more refunds will be received. 
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for the test year ending March 31, 1960, plus certain adjustments (see Appendix 
B). The revised reduced rates for the period from and after July 1, 1960, 
reflect a further adjustment to said cost of service based upon the increased rates 
of a supplier, Panhandle Eastern Pipe Line Company, effective July 1, 1960, 
subject to refund in the proceeding in Docket No. RP60-8 (see Appendix C). 

Additionally, the settlement agreement reserves two matters for later deter- 
mination. For one, a decrease in the Federal income tax and related elements 
of the cost of service will arise if Ohio Fuel is allowed a claimed double deduc- 
tion in its 1959 Federal income tax return for Ohio property taxes. This would 
give rise to an associated refund of $571,369 for the period April 10, 1959, 
through April 4, 1960. The agreement provides that Ohio Fuel will with due 
diligence pursue this matter with the Internal Revenue Service, and, if necessary, 
the appropriate review authorities, and will make the stated refund if a favorable 
tax determination is obtained. Secondly, the normalized tax treatment in the 
cost of service, concerning accelerated depreciation under Section 167 of the 
Internal Revenue Code, is reserved for redetermination upon motion of any 
party in the event that such normalized tax treatment is held improper by the 
United States Court of Appeals for the Fourth Circuit in City of Lexington, et al. 
v. F.P.C., No. 8101, October Term, 1960. Upon such a redetermination of the cost 
of service, additional refunds will be made. 

On June 16, 1961, the City of Columbus, Ohio, filed objections to the proposed 
settlement agreement, contending that with reference to the proceeding in Docket 
No. G—20273 (1) the fair rate of return does not exceed 6%, and the 614% rate 
of return included in the cost of service is excessive and unsupported in the 
record; and (2) the upward adjustment in the depreciation expense allowance 
is likewise excessive and not supported by the record. 

Columbus merely alleges, but offers no basis for its allegation or conclusion, 
that the rate of return of 614% is excessive and should be no higher than 6%, 
nor does Columbus point to anything to indicate that a hearing is in order on 
this matter. We recently determined after hearing that 642% is the proper 
basic rate of return for an affiliate of Ohio Fuel for the year beginning April, 
1959, and after. We stated that: 


All debt securities and common stock of Manufacturers are owned by 
Columbia. Columbia, in turn, issues its securities to the general public. 
We must therefore look to the experience of Columbia to determine a proper 
rate of return for its affiliates. As the investing public must look to Colum- 
bia’s return, we must determine a proper return for Columbia in order to 


determine what return will enable Manufacturers to contribute its share 
to Columbia. 


No reason appears for our withholding approval of the proposed settlement 
agreement in these proceedings because of the use of a basic 644% rate of return 
(revised below, however, to reflect recently established rate of return principles). 

Concerning the depreciation expense allowance, the upward adjustment of 
$34,000, reflecting increased book depreciation rates, was accepted by the con- 
ference participants other than Columbia. Studies presentea at the conference 
indicated that even with the adjustment the depreciation rates are below industry 
averages. Furthermore, the $34,000 adjustment is de minimus when related to 
the total jurisdictional cost of service of over $37,000,000. Rather than relegate 
all the parties to a time-consuming and expensive hearing without, of course, 


*The Manufacturers Light and Heat Company, 23 FPC 446, 448. See also, Atlantic 
Seaboard Corporation, Docket No. G—12196, et al. (April 21, 1961, 25 FPC 763). 
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any assurance of eliminating all or any of the $34,000, we shall instead approve 
the settlement agreement in this regard. We wish to make clear, however, that 
we are here approving inclusion of a dollar amount agreed to by the parties 
for the purpose of settlement; we are not approving nor should our action be 
deemed as approval of any depreciation rates or any principles for determining 
depreciation rates or allowances. 

The Ohio Public Utilities Commission and the City of Cincinnati, Ohio, have 
filed comments respecting the proposed settlement agreement, urging that the 
Commission modify the proposed settlement and provide that the cost of service 
reflect the rate of return principles recently established * in Northern Natural 
Gas Company, et al., Docket No. G—19040, et al. (Opinion No. 342, 25 FPC 431) 
and Columbia Gulf Transmission Company, Docket No. G—20241 (order issued 
March 27, 1961, 25 FPC 589). For reasons set forth in those decisions, we held in 
determining rates of return that the amounts accumulated in the deferred tax 
account should be included as a part of the capital structure of the company at 
a 114% rate of return. For the same reasons we are therefore conditioning our 
approval of the proposed settlement agreement to require the filing of revised 
cost of service analyses and associated rates reflecting the reduction in rate of 
return because of a 114% return on the amounts accumulated in Ohio Fuel’s 
deferred tax account. This, it appears, will reduce the basic rate of return of 
642% to an overall rate of return of approximately 6.42%. The rates and 
refunds, predicated on the cost of service analyses, should be revised accordingly.* 

On our own motion we deem it appropriate to add one further condition to 
our approval of the proposed settlement agreement. The agreement provides 
that for the period involved in the proceeding in Docket No. G—20273—April 5, 
1960, until the effective date of Ohio Fuel’s next filed rates—rate reductions and 
refunds from Ohio Fuel’s suppliers will all be applied to a reduction of Ohio 
Fuel’s commodity rate and to a commodity charge refund. The rates based upon 
the costs of service in Docket No. G—20273 already deviate from the require- 
ments of the Seaboard formula * to the extent of a 5% tilt. Although a 5% tilt 
seems acceptable under the circumstances, that tilt will increase objectionably if 
only the commodity rate is reduced whenever Ohio Fuel’s demand and commod- 
ity costs of purchased gas decrease. Such an increased tilt would be allowable 
only upon full evidentiary justification, absent in these proceedings. We shall 
therefore require that for the period from and after April 5, 1960, Ohio Fuel 
pass on rate reductions and refunds not solely on a commodity basis, but in the 
same manner as its suppliers reduce rates and make refunds to Ohio Fuel.’ 
The agreement also provides that for the period covered by the proceedings in 
Docket Nos. G-16818 and G—18423, rate reductions and refunds received from 
Ohio Fuel’s suppliers will be split for refund purposes 50% to demand and 50% 
to commodity. Although this formula appears less objectionable than the above- 
described proposal for refunds and rate reductions under Docket No. G—20273, 
it deviates from Seaboard requirements without evidentiary justification for the 
deviation. We shall therefore require that Ohio Fuel pass on rate reductions 
and refunds in these dockets, also, in the same manner as its suppliers reduce 
rates and make refunds for the period to Ohio Fuel. 


*Subsequent to the settlement conferences in these proceedings. 

5The adjustment indicates a decrease in the jurisdictional costs of service of about 
$70,000 annually and likewise indicates an increase in refunds. 

* Atlantic Seaboard Corporation, 11 FPC 43. 

™We prescribed the same requirements in The Manufacturers Light and Heat Company, 
Docket No. G—20510 (orders issued March 30 and June 19, 1961, 25 FPC 595 and 1174 
and Home Gas Company, Docket No. G—20511 (order issued April 11, 1961, 25 FPC 718). 
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Our review of the terms of the rate settlement agreement and the studies in 
support thereof, indicate that said agreement, if modified as indicated above, 
is in the public interest and should be approved. 


The Commission finds: 


(1) The settlement of the proceedings in Docket Nos. G—16818, G—18423, and 
3-20273 on the basis of the rate settlement agreement submitted by Ohio Fuel, 
as hereinafter modified, is reasonable, proper, and in the public interest in carry- 
ing out the provisions of the Natural Gas Act, and should be approved and 
made effective subject to the terms and conditions hereinafter ordered. 

(2) The rates and charges in Ohio Fuel’s revised tariff sheets, comprising 
Rate Schedules CDS-1, AOS-1, and SGS-1, tendered for filing in these proceed- 
ings, have not been shown to be just, reasonable, or otherwise lawful under the 
terms and provisions of the Natural Gas Act, and should be disallowed and 
denied as hereinafter ordered. 

(3) Good cause exists for terminating these proceedings, subject to the terms 
and conditions hereinafter ordered. 


The Commission orders: 


(A) The increased rates and charges originally tendered for filing by Ohio 
Fuel in these proceedings hereby are disallowed and denied. 

(B) The settlement of these proceedings as proposed in the rate settlement 
agreement discussed above (Exhibit I, hereto), subject to the terms and condi- 
tions hereinafter specified, is approved and made effective. 

(C) Ohio Fuel shall file revisions to Appendices A, B, and C to the proposed 
settlement agreement subject to the approval of the Commission, showing re- 
ductions in the stated costs of service to reflect the reduction in the 644% 
overall rate of return which is required by a 114% rate of return on the amounts 
accumulated in Ohio Fuel’s deferred tax account, together with the resulting 
reduction of the rates now set out in those appendices. 

(D) Ohio Fuel may file tariff sheets pursuant to the proposed settlement 
agreement as modified according to Paragraph C and shall within 60 days after 
filing said revised tariff sheets refund to its wholesale customers all amounts 
collected for gas sold on and after April 10, 1959, in excess of amounts that 
would have been collected since then at the rates indicated in the proposed 
settlement agreement as modified pursuant to Paragraph C, with interest to 
the date of refund at 6% per annum for sales from April 10, 1959, through 
April 4, 1960, and at 7% per annum for sales thereafter. 

(E) In the event that Ohio Fuel receives refunds from its suppliers for gas 
delivered on and after April 10, 1959, Ohio Fuel shall refund to its wholesale 
customers subject to the approval of the Commission the appropriately allocable 
share of such refunds, together with interest received, in the same manner as 
such suppliers make refunds to Ohio Fuel. 

(F) In the event that the suppliers of Ohio Fuel file rates and charges reduc- 
ing those to be reflected in the costs of service to be computed under Paragraph 
CG above, then Ohio Fuel shall adjust those costs of service and compute and 
file appropriate reductions in its rates subject to the approval of the Commission 
in the same manner as such suppliers reduce rates to Ohio Fuel. 

(G) Within 15 days after the making of any refund as provided herein, Ohio 
Fuel shall report to the Commission, in writing and under oath, the amount of 
refund made to each of its customers showing separately the amount of principal 
and interest so paid and the billing determinants or other bases used for such 
determinations, and shall serve a copy of such report upon each of the customers 
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receiving a refund. Concurrently therewith, Ohio Fuel shall file with respect 
to such refunds releases from its jurisdictional customers showing receipt of 
the principal and interest in conformity to the rate settlement agreement as 
hereby modified and approved. 

(H) Ohio Fuel shall, over the signature of a responsible officer, file with the 
Commission, within 30 days from the date of issuance of this order, in writing 
and under oath, an original and one copy of its acceptance or rejection of the 
terms and conditions of this order. 

(1) Upon full compliance by Ohio Fuel with all the terms and provisions of 
this order and of the proposed settlement agreements hereby modified and ap- 
proved, these proceedings shall be deemed terminated. 

(J) This order is without prejudice to any findings or orders which have been 
or may be made hereafter by the Commission, and is without prejudice to claims 
or contentions which may be made by the Commission, Ohio Fuel, the Com- 
mission staff, or any affected party herein, in any proceedings now pending or 
hereafter instituted by or against Ohio Fuel or any other companies, persons, 
or parties affected by this order. 

Commissioners Swidler and Morgan concurring in the result. 


APPENDIX A 


FPC dockets G—16818 and G—18423, wholesale cost of service 12 months ended 
March 31, 1960—actual 


Total Demand Commodity 


Produced and purchased gas cost: 
Local field purchases 775, 361 | 








Pipeline companies: | 
The Manufacturers Light and Heat Co-.----- , 111, 278 $1, 822, 977 | 3, 288, 301 
United Fuel Gas Company , 817, 343 6, 871, 316 33, 946, 027 
Panhandle Eastern Pipeline Co.—regular | , 580, 820 - 2,011, 952 5, 568, 868 
Panhandle Eastern Pipeline Co.—rural- - - -.-- 7, 455 | 7, 455 
Texas Eastern Transmission Corp.........-.--- , 301, 047 | 9, 249,170 20, 051, 877 
Texas Gas Transmission Corp 787, 366 5, 097, 293 12, 690, 073 
Tennessee Gas Transmission Co 916, 430 248, 975 667, 455 
Champlin Oi] & Refining Co, (X-7)! 402, 306 | 402, 306 


1 
2 
3 
4 
5 
6 
7 
8 
9 


25, 301, 683 
Total gas purchased 5,699,406 | 25,301,683 | 80,397, 723 
Net gas placed in storage , 689, 926) | (212,877); (1, 477, 049) 


Subtotal pipeline purchases-.................-.-| 


76, 622, 362 





Tetel Met Gis PUPOMNOE. ..ncncc concccccecsnsses .| 009,480 | 25, 088, 806 78, 920, 674 
IGN We etrsinssuieciend tiniied mtipocnnep aetna eee 6, 213, 673 








Total produced and purchased gas cost__....-.-- }, 223, 153 : 88, 806 85, 134, 347 
Cost of L.P. gas-air_- | 2 | ‘ 

Cost of underground storage. ad : > | 
Cost of transmission ! 8, 670,016 | 3, 855, 078 9, 814, 938 





i 1 — - 
Total P & T cost of service 2, 251, 469 40, 464,416 | 101, 786,993 


Percent applicable to wholesale service_-.---- cenastosldanm iene ieteion al 25. 32 | 24. 79 
Amount applicable to wholesale service_...........-..| 35, 5 | , 246 | 25,232, 996 
FPC rate case expense ‘ 4,050 | 5 | 25 
| State excise tax 2 331, 499 

UO MENG CBRE. 0. cccuccnccacnnccensesecseens 17, 425 | 


o 


Total wholesale cost of service—actual..........- | , 831,560 | 10,348, 384 25, 483, 176 


MCF billing units at 14.73#___..---- 5, 886, 404 75, 065, 970 
Rates applicable to Apr. 10, 1959, through J | 
1960: 

1. 76 | 33. 93 





1 Tennessee transportation costs are included in transmission costs, 
2 Allocated between demand and commodity on the ratio of all other expenses, 











218 


FEDERAL POWER COMMISSION 


APPENDIX B 





Docket number G—20278, wholesale cost of service—pro forma’ 12 months ended 


Line 
No. 





1 


CSCOMBNOUORO He 


_ 





24 


March 31, 1960 


| 


Produced and purchased gas; 
SRE IE Hines cantintustcninnnasinnccss 

Pipeline purchases: 
The Manufacturers Light and Heat Co 
United Fuel Gas Company-.-.-.....-...-..--.. 
Panhandle Eastern Pipeline Co.—Regular !__. 
Panhandle Eastern Pipeline Co.—Rurals !...- 
Texas Eastern Transmission Corp 
Texas Gas Transmission Corp....-.--.-- 
Tennessee Gas Transmission Co 





Subtotal pipeline purchases 


II oo laciceineninealadiel 
Net gas placed in storage 


Total net gas purchased 
Other expenses 





Total produced and purchased gas expense ! 
Cost of L.P. gas-air 
Cost of underground storage 
Cost of transmission 





TOME PE @& T 00h OF Be avn cocccccesecencnce 
Percent applicable to wholesale service..............-- 
Amount applicable to wholesale service - 
FPC rate case expense 
State excise tax ?_........... 
PUCO maintenance tax 2 








MCF billing units at 14.73# 
Rates effective April 5, 1960 


AOS-1 
SGS-1 




















2.00 


Total Demand | Commodity 
WT Se $3, 775, 361 
5, 405, 834 $1, 956, 965 3, 448, 869 
44, 510, 421 8, 730, 272 35, 780, 149 
8, 177, 593 2, 178, 141 5, 999, 452 
SCENE cctesicnnnisstesieiandsatel 8, 070 
30, 482, 687 10, 115, 908 20, 366, 779 
18, 291, 948 5, 219, 799 13, 072, 149 
2, 418, 793 813, 777 1, 605, 016 
109, 295, 346 29, 014, 862 80, 280, 484 
113, 070, 707 29, 014, 862 84, 055, 845 
(2, 928, 911) (790, 711) (2, 138, 200) 
110, 141, 796 28, 224, 151 81, 917, 645 
Gee ee Dntionnanaseuad 6, 391, 589 
116, 533, 385 28, 224, 151 88, 309, 234 
340, 308 IE Ecctetccasctmacuieiioneet 
13, 378, 408 6, 354, 054 7, 024, 354 
18, 166, 047 8, 617, 324 , 548, 723 
148, 418, 148 43, 535, 837 104, 882, 311 
lee aces 25. 55 25. 02 
37, 364, 960 11, 123, 406 26, 241, 554 
4, 060 2, 030 2, 030 
348, 427 103, 727 244, 700 
18, 351 5, 463 12, 888 
37, 735, 798 11, 234, 626 26, 501, 172 
(25, 000) (7, 448) (17, 557) 
37, 710, 798 11, 227, 183 26, 483, 615 


5,945,698 | 75, 960, 946 


33. 99 
40. 57 
53. 92 





1 Excluding Panhandle Eastern Pipeline Company’s Rate Filing RP 60-8 effective July 1, 1960. 
‘Allocated between Demand and Commodity on the ratio of all other expenses. 
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APPENDIX C 


Docket number G—20273, wholesale cost of service—pro forma’ 12 months ended 
March 31, 1960 


Produced and purchased gas: 
Local field purchases_- 


Pipeline purchases: 
The Manufacturers Light and Heat Co 
United Fuel Gas Company- ----- 


Panhandle Eastern Pipeline Co. —regular 1 ate 


Panhandle Eastern Pipeline Co.—rurals ! 
Texas Eastern Transmission Corp----. 
Texas Gas Transmission Corp 
Tennessee Gas Transmission Co 


Total purchased gas... -- 


Total net gas purchased 
Other expenses 


Total — and eee gas expense ! 
Cost of L.P. 
Cost of cnietoned storage ----. 
Cost of transmission 

Total P & T cost of service... 
Percent applicable to wholesale service a 
Amount applicable to wholesale service - - .---.-.- 
FPC rate case expense e 
State excise tax ?___. 
PUCO maintenance tax 





Subtotal ---. 
Settlement adjustment ?---- 


Total wholesale cost of service ! 
MCF billing units at 14.73 


Rates effective July 1, 1960: 
cA cgasahentiantonen das umusinmael : 


Subtotal pipeline purchases. -...........---- 


$3, 775, 361 


5, 405, 834 
44, 510, 421 
8, 673, 119 
8, 561 

30, 482, 687 
18, 291, 948 
2, 418, 793 


#1, 956, 965 
8, 730, 272 
2, 313, 185 


10, 115, 908 
5, 219, 799 
813, 777 


Commodity 


$3, 775, 361 


3, 448, 869 
35, 780, 149 
6, 359, 934 
8, 561 

20, 366, 77 
13, 072, 149 
1, 605, 016 





| 
109, 791, 363 | 


29, 149, 906 


80, 641, 457 











Net gas placed in storage -. SNR RSENS TEE 


113, 566, 724 
(2, 936, 897 


29, 149, 906 | 
(792; 300) 


84, 416, 818 
(2, 144, 597) 





110, 629, 827 
6, 391, 589 


117, 021, 416 
340, 308 

13, 385, 691 
18, 166, 046 


148, 913, 461 


28, 357, 606 
- | 


28, 357, 606 
340, 308 

6, 357, 695 
8, 617, 325 





43, 672, 934 


2, 272, 221 
6, 391, 589 


88, 663, 810 


"7,027, 996 
9, 548, 721 


105, 240, 527 








37, 489, 615 
406 


349, ! 
18, 


25. 02 





37, 861, 676 
(25, 000) 


26, 591, 694 
(17, 560) 





37, 836, 676 


26, 574, 134 











1 Includes Panhandle Eastern Pipeline Company’s rate filing RP 60-8 effective July 1, 1960. 
2 Allocated between demand and commodity on ratio of all other expenses. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Arthur Kline, 
Joseph C. Swidler and Howard Morgan. 


































WASHINGTON GAS LIGHT COMPANY, DOCKET NO. CP61-304 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued July 28, 1961) 





On May 31, 1961, Washington Gas Light Company (Applicant), 1100 H Street, 
Northwest, Washington 5, D.C., filed in Docket No. CP61-304 an application 
pursuant to Section 7(c) of the Natural Gas Act for a Certificate of Convenience 
and Necessity, authorizing the construction and operation of certain gas facili- 
ties, to enable Applicant to deliver gas to the Belair Subdivision of the Town 
of Bowie, Prince George’s County, Maryland, all as more fully described in the 
application and exhibits. 

The proposed construction and operation are as follows: 

(1) Approximately 6.63 miles of 12.75-inch O.D. steel main in Prince George’s 
County, Maryland, beginning at Glenn Dale Road and Princess Garden Parkway 
(Projected), along Glenn Dale Road to U.S. Route #50 and Collington Road, 
Bowie, Maryland. 

(2) A regulator station at U.S. Route #50 and Collington Road in 1963. 

The estimated cost of the facility in (1) above is $400,000, and that of (2) 
above is $15,000. 

Applicant states that the builder of the Belair Subdivision has made applica- 
tion for gas service and indicates he proposes to construct approximately 4,500 
residences during the next five years in the Town of Bowie, Maryland. Applicant 
further states that the Town of Bowie lies within the franchise and service area 
of the Applicant and is a natural expansion of Applicant’s distribution system in 
this section of Prince George’s County, Maryland. Applicant is the only Com- 
pany within reasonable distance and available to supply gas to Bowie. 

Applicant will also construct and operate the distribution facilities required 
to provide service in the Belair Community, mainly for residential heating. 
Applicant estimates the requirements at Belair as follows: 







Peak day requirements—Mcef................-.-..--- 4 4, 500 
Annual requirements—Mef..............---.-.--.--- 21,400 | 142,000 | 284,000 | 426, 




















Applicant’s gas supply is reasonably adequate to provide the proposed service. 
Pursuant to due notice, a public hearing was held in Washington, D.C., on July 
27, 1961, respecting the matters involved in and the issues presented by the ap- 
plication. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the intermedi- 
ate decision procedure be omitted and the Commission render a decision herein 
pursuant to Section 1.30(c) (1) of its Rules of Practice and Procedure. 
The Commission finds: 

(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission. 

(2) The facilities to be constructed and operated by Applicant will be used for 
the transportation of natural gas in interstate commerce and the construction 


and operation thereof are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 
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(3) The proposed construction and operation of facilities by Applicant as 
herein described, and as more fully described in the application in Docket No. 
CP61-304 are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (¢e)(4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant in Docket 
No. CP61-304, and to the exercise of the rights granted thereunder, and that the 
time within which construction of the pipeline facilities authorized by this order 
shall be completed and in actual operation should be fixed at eight months from 
the date on which this order issues, and the date for completion of the regulator 
station shall be December 31, 1963. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 
been denied by the Commission is granted pursuant to Section 1.30(c) (1) of said 
Rules. 

The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued author- 
izing Applicant to construct and operate natural gas facilities as described herein 
and as more fully described in the application in Docket No. CP61-304. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (c) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the is- 
suance of the certificate granted in paragraph (A) hereof, and to the exercise of 
the rights thereunder. 

(C) The time within which the pipeline facilities hereby authorized shall be 
constructed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at eight months from the 


date on which this order issues, and the date for completion of the regulator sta- 
tion shall be December 31, 1963. 


CITY OF COLTON, CALIFORNIA v. SOUTHERN CALIFORNIA EDISON 
COMPANY, DOCKET NO. E-6821 


OPINION AND ORDER DETERMINING JURISDICTION 
(Issued July 31, 1961) * 
Syllabus 


1. Boulder Canyon Project Act of 1928 does not prevent application of Federal 
Power Act of 1935 to Edison’s resale of Hoover Dam energy to Colton, nor 


does it vest jurisdiction over such sale in Secretary of the Interior or State 
Commission. P. 227. 


*Designated Commission Opinion No. 346. Initial decision appears on p. 238. Rehearing 
denied; stay granted by order issued September 14, 1961; further stay denied by order 
issued October 9, 1961, 26 FPC 492 and 577, respectively. Set aside; Southern California 
Edison Company v. F.P.C. 310 F. 2d 784 (CA9); cert. granted, April 1, 1963, 372 U.S. 
958 ; CA9 revised, 376 U.S. 205 (1964). 
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2. Citing Attleboro case, inter alia, Commission finds that Edison’s sale to Colton 
of out-of-state energy as here shown, is sale at wholesale in interstate 
commerce, may not be regulated by California, and is subject to Commis- 
sion jurisdiction under Section 201 of the Federal Power Act. P. 228. 

. Distinguishing Connecticut Light and Power case Commission rejects Edison 
contention that sales are non-jurisdictional because facilities for service 
to Colton are local distribution facilities. P. 232. 

. Edison’s legal rate, although unfiled, is its 1945 contract rate, and proposed 
changes made in 1954 and 1957, not being filed with the Commission, were 
ineffective under the Power Act. P. 233. 

. Conformity without protest to asserted authority of rate regulatory body of 
a state does not result in a contractual adoption of its unauthorized orders. 
P. 233. 

. Edison’s sale to Colton for well pumping purposes found separate from 
resale deliveries and exempt from jurisdiction. P. 235. 

. Edison required to establish special reserve account for amounts collected 
in excess of 1945 contract rate and submit proposed plan for disposition 
thereof. P. 235. 

s. Commission has been given jurisdiction over Edison’s rates to Colton, and 
has no discretion to reject that jurisdiction. P. 236. 

. State Commission’s exercise of jurisdiction over interstate sale does not pre- 
vent attachment of jurisdiction by this Commission. P. 236. 

. Commission determines sale of electric energy by Edison to City of Colton 
subject to its jurisdiction under Section 201 of the Federal Power Act. 
P. 287. 

John W. Cragun, Reuben Goldberg, Richard R. Wilkins, and Lyman H. Cozad, 

for the City of Colton, California. 

Rollin E. Woodbury, Harry W. Sturges, Jr., John R. Bury, and’ Boris H. La- 

kusta, for the Southern California Edison Company. 

Karl K. Roos, William M. Bennett, and Mary Moran Pajalich, for California 

Public Utilities Commission. 

John S. Everett, Jr., for the Staff of the Federal Power Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 

and Howard Morgan. 

KUYKENDALL, Chairman: 


This proceeding involves the question of whether the sale of electric energy 
by Southern California Edison Company (Edison) to the City of Colton, Califor- 
nia, (Colton) for resale is subject to our jurisdiction under Section 201 of the 
Federal Power Act as a sale at wholesale in interstate commerce on the ground 
that the sale includes energy generated outside of California at the Hoover and 
Davis Dams on the Colorado River. The proceeding also concerns the question 
as to the effective rate in past years as the basis of accounting for overcharges. 
To the presiding examiner’s decision issued March 14, 1961, holding that the 
Commission does not have jurisdiction, exceptions were filed by all participants: 
the Public Utilities Commission of California (PUC), the City of Colton, Edison, 
and the staff of the Federal Power Commission. Colton and the staff support 
FPC jurisdiction ; Edison and the PUC oppose, and filed exceptions because they 
thought the examiner should have made further findings. 

The proceedings arose upon the filing on May 9, 1958, by Colton of a petition 
requesting the Commission to institute an investigation and direct Edison to 
file a rate schedule pursuant to a 1945 contract with Colton, to cease charging 
rates other than those set forth in the 1945 contract and to make refunds. After 
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motions to dismiss filed by Edison and the California Commission, pursuant to 
our order of August 28, 1959, hearings were held in December of 1959 and 
May of 1960, at which the following facts were developed. 

As set out by the examiner, the City of Colton, which is located near San 
Bernardino, California, purchases its entire electrical requirements from Edison 
under a contract dated October 1, 1945. The contract was filed with the PUC, 
and it was shown that the PUC has exercised jurisdiction over all of Edison’s 
rates with Colton. Edison markets electrical energy in central and southern 
California. It owns and operates a number of steam and hydro generating 
stations in California but also obtains energy from the Hoover, Davis, and 
Parker Dams on the Colorado River. 

The Hoover Dam was constructed by the Bureau of Reclamation of the De- 
partment of the Interior under the authority of the Boulder Canyon Project 
Act. It spans the Colorado River between the states of Nevada and Arizona. 
Its power plant contains 9 generators on the Arizona side of the river and 7 on 
the Nevada side. By contracts with the United States, specific generators are 
assigned for the use of the states of Arizona and Nevada, the City of Los 
Angeles, the Metropolitan Water District of Southern California (MWD), Edison, 
and others. Seven percent of the total firm generating capacity of the Hoover 
Dam was allocated to Edison. This, in 1958, amounted to about 6 percent of the 
total electrical energy handled by Edison. 

The Davis Dam is also the property of the United States and was constructed 
by the Bureau of Reclamation. It spans the Colorado River between Nevada and 
Arizona, about 60 miles downstream from the Hoover Dam. It contains 5 gen- 
erators, all located in Arizona. The Parker Dam, also owned by the United 
States and constructed by the Bureau of Reclamation, spans the Colorado River 
between California and Arizona and is 150 miles downstream from the Hoover 
Dam. It includes 4 generators, all located in California. 

The power plants of the Hoover, Davis, and Parker Dams are interconnected 
by a 220 kv transmission line owned by the United States through the Bureau 
of Reclamation. Both Edison and MWD have facilities which are connected 
with this 220 kv system. MWD lines from Hoover and Parker interconnect at 
MWD’s Camino switching station in California and extend to a connection with 
Edison’s 220 kv line at Hayfield in California. From Hayfield Edison’s line 
extends in a westerly direction to its Highgrove substation from which connection 
is made through various stepdown transformers with the City of Colton and 
with other customers, residential and commercial. Edison, itself, owns and 
operates two 220 kv lines which extend from Hoover, in Nevada, to Edison’s 
Chino substation in California, located 15 miles west of Highgrove. Edison’s 
Highgrove and Chino substations are interconnected with 220 kv lines. 

There are three possible routes for out-of-state energy to reach the City of 
Colton. The first path is from Hoover over the MWD line to the Camino 
switching station to the interconnection with Edison at Hayfield and thence to 
Edison’s Highgrove substation and to Colton through Edison’s substations. 
The second route is from Hoover to Davis to Parker to the Camino switching 
station and to Hayfield. “The third route is over Edison’s own 220 kv lines from 
Hoover to the Chino substation and then eastward back to the Highgrove sub- 
station and to Colton. The staff’s witness presented evidence applying to the 
period July 1, 1954 to November 30, 1958 to show that out-of-state energy from 
Hoover and Davis reached the City of Colton over the first and second routes. 


245 Stat. 1056, 438 USCA § 617, et seq. 


693-488—641——-17 
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Edison, delivers electric energy to Colton in the following manner. Energy on 
the 220 kv. bus at its Highgrove substation is stepped down in voltage through 
two transformer banks and is delivered through two 66 kv. circuits extending 
approximately 1.8 miles to Edison’s Colton substation, located in Colton. From 
there through further transformers and related equipment the energy is de- 
livered to two 11 kv. circuits (called the Globe Mills and Derby circuits) ex- 
tending about a mile to Edison’s City of Colton substation where the voltage is 
reduced and delivery is made to Colton at 4 kv. for resale to residential, commer- 
cial and other customers in and around Colton. Energy is also delivered to 
Colton from the Colton substation on 11 kv. circuits at four separate sites for well 
pumping. A fifth well pumping site is served by means of a 4 kv. circuit extend- 
ing from Edison’s 33 kv. San Bernardino substation located near San Bernardino, 
California. 

Edison’s deliveries to Colton are made pursuant to a contract dated October 1, 
1945, which replaced earlier contractual arrangements. Edison supplied energy 
to the City pursuant to this contract but the rates were raised on September 13, 
1954, and November 9, 1957, purportedly pursuant to orders by the PUC. From 
October 1, 1945, until September 13, 1954, a single monthly bill was rendered by 
Edison to Colton for all delivery points, which are metered separately. Since the 
latter date Edison has rendered a separate bill for energy delivered at each 
delivery point and has applied separate rate schedules to the resale delivery at 
the City of Colton substation on the one hand and the five well sites on the 
other, purportedly pursuant to the order of the PUC dated August 17, 1954. 

Colton’s total energy purchased from Edison for each of the calendar years 
1954, 1955, 1956, 1957 and 1958 were 19,537,680 kw.-hr.; 21,013,800 kw.-hr.; 23,- 
227,500 kw.-hr. ; 24,741,560 kw.-hr. ; and 25,696,910 kw.-hr., respectively. Of those 
respective amounts Colton resold 15,759,243 kw.-hr. ; 17,290,166 kw.-hr. ; 19,045,006 
kw.-hr.; 21,446,818 kw.-hr. and 21,777,472 kw.-hr. in each of those years; the 
difference in each case being the measure of Colton’s own consumption and elec- 
tric system losses. During the calendar years 1954 through 1958 Colton served, 
on an average basis, a minimum of 5,400 and a maximum of 6,025 resale 
customers. 

In his discussion the examiner described Edison’s system and the operation 
of the facilities, but he granted the motions to dismiss the proceedings made by 
Edison and PUC on the sole basis that under the provisions of the Boulder 
Canyon Project Act and the Boulder Canyon Project Adjustment Act the sale 
of Hoover, Davis, and Parker Dam energy to Colton for its own use or for resale 
comes under the jurisdiction of the Secretary of the Interior in the absence of 
regulation by the PUC. He did not make findings as to whether out-of-state energy 
reached Colton. 

The exceptions present the following issues: (1) Whether the Boulder Can- 
yon Project Act vests jurisdiction over the resale of Hoover Dam energy in the 
Secretary of the Interior or the state Commission; (2) Whether PUC has prop- 
erly taken jurisdiction of the sale to Colton in the light of the Federal Power 
Act; (3) Whether the electric energy delivered by Edison to Colton includes 
out-of-state energy; (4) Whether the sale by Edison to Colton is exempt from 
FPC jurisdiction as using facilities used in local distribution; (5) Whether the 


2Throughout this opinion and order the delivery of energy at the Colton City Sub- 
station will be ealled the resale delivery or the sale for resale although it actually in- 
cludes some energy consumed directly by the City for street lighting and other purposes. 
No contention is made that energy so consumed be treated separately. The record shows 


that deliveries in the future will be made at 12 kv. from a new substation adjacent to the 
present one. 
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energy used by Colton for pumping purposes is separate from the resale energy 
and thus exempt from jurisdiction as a retail sale; (6) Whether Edison should 
be required to account for overcharges and make refund; and (7) Whether the 
interstate aspects of Edison’s operations are so trivial that they should be 
ignored under the de minimis doctrine. 


THE BOULDER CANYON PROJECT ACT 


















In our opinion the Boulder Canyon Project Act, enacted in 1928,* does not 
prevent the application of the Federal Power Act, enacted in 1935,‘ to Edison’s 
sale to Colton. The Boulder Canyon Project Act provided that the Secretary 
of the Interior was authorized to construct a dam on the Colorado River and to 
contract for the sale of electric energy. In Section 6 he was also given au- 
thority to lease units of the government-built plant with a right to generate 
electric energy, and the same section also provided that: 


The Secretary of the Interior shall prescribe and enforce rules and reg- 
ulations conforming with the requirements of the Federal Water Power 
Act, so far as applicable, respecting maintenance of works in condition of 
repair adequate for their efficient operation, maintenance of a system of ac- 
counting, control of rates and service in the absence of State regulation or 
interstate agreement, valuation for rate-making purposes ... He shall also 
conform with other provisions of the Federal Water Power Act and of the 
rules and regulations of the Federal Power Commission, which have been 
devised or which may be hereafter devised, for the protection of the investor 
and consumer. 














The language here in no way resembles Sections 205 and 206 of the Federal 
Power Act or Sections 4 and 5 of the Natural Gas Act, granting authority to 
regulate rates. It contains no standard for such regulation. At most it confers 
limited authority to protect consumers to the extent of any existing regulatory 
hiatus. What authority to regulate rates that is here granted to the Secretary 
of the Interior is authority that would be subject to the later enactment of the 
Federal Power Act in 1935 containing a comprehensive scheme for the regulation 
of sales at wholesale in interstate commerce (Section 201(b)). While Edison 
contends that the reference in the quotation above to provisions of the Federal 
Water Power Act “which may hereafter be devised” would apply to Part II of 
the Power Act, in our opinion the language refers to subsequent amendment 
within the regulatory scheme of the Water Power Act not to an entirely new 
system of regulation. 

The Boulder Canyon Project Adjustment Act of 1940° reinforces our con- 
clusion. With respect to rate regulation it provided: 












That the Secretary of the Interior is hereby authorized and directed to, 
and he shall, promulgate charges, or the basis of computation thereof, for 
electrical energy generated at Boulder Dam during the period beginning 
June 1, 1937 and ending May 31, 1987, computed to be sufficient, together 
with other net revenues from the project, to accomplish [certain stated] 
purposes. 


The purposes included meeting the cost of operation and maintenance and 
repaying the Treasury the advances to the Colorado River Dam Fund. There 
were no purposes to suggest regulation of the resale of energy generated at the 


45 Stat. 1056, 1061; 43 U.S.C. § 617e. 
#49 Stat. 838; 16 U.S.C. 791a—825r. 
5°54 Stat. 774: 43 U.S.C. § 618. 
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project. The Adjustment Act also authorized the Secretary of the Interior to 
terminate the leases and to provide for the operation of the Project through 
agency contracts. The lessees were to become “agents of the United States” for 
the operation of the power plant. 

The examiner refers to legislative history of the Boulder Canyon Project Act 
as showing that the Congress had granted regulatory power to the Secretary 
of the Interior over objections voiced by this Commission. However, any conflict 
between the jurisdiction of the Secretary of the Interior and this Commission 
at the time of the enactment of the Boulder Canyon Project Act in 1928 would 
necessarily concern our powers under the Federal Water Power Act enacted in 
1920, * and not our power under Part II of the Federal Power Act of 1935. The 
legislative history, in fact, indicates that the Boulder Canyon Act does not cover 
the resale of the energy.® 

With respect to the energy generated at the Davis and Parker Dams, the 
examiner cites the Act of May 28, 1954, 68 Stat. 143, 43 U.S.C. preceding § 617 
providing: 


For the purposes of effecting economies and increased efficiency in the 
* * * operation, and maintenance, thereof and of accounting for the return 
of reimbursable costs, the Secretary of the Interior is authorized and 
directed to consolidate and administer as a single project * * * the Parker 
Dam power project * * * and the Davis Dam project: Provided, that noth- 
ing in this Act shall be construed to alter or affect in any way the Boulder 
Canyon Project Act (45 Stat. 1057) * * * the Boulder Canyon Project 
Adjustment Act (54 Stat. 774) * * * 


Neither this act, nor the Reclamation Act of 1939, 53 Stat. 1187 providing for 
the Davis Dam, both of which expressly state that they do not amend the Boulder 
Canyon Project Act, in any way grant authority to the Secretary of the Interior 
to regulate rates for the resale of Edison’s energy from the Colorado River Dams. 

The examiner found that Edison as an agent of the United States under the 
Boulder Canyon Adjustment Act is exempt from the Federal Power Act under 
Section 201(f). The latter provides that the Power Act shall not apply to “the 
United States, a state or any political subdivision of a state, or any agency, 
authority of any one or more of the foregoing * * *” Edison may be an agency 
of the United States for the operation of the power plant at Hoover Dam, but 
there is nothing to show that it is an agency of the United States for the resale 
of the energy. 

STATE JURISDICTION 


The examiner finds that the sales of electric energy to Colton for its own use 
or for resale have at all times been regulated by PUC and indicates that jurisdic- 
tion is properly in the PUC under the Boulder Canyon Project Act. The staff 
excepts saying that this ignores the Attleboro case ® holding that a state may not 
constitutionally regulate a wholesale of electric energy in interstate commerce. 
Colton likewise argues that the states are powerless to act in this situation and 
nothing in the legislative history, to which we have already referred, shows that 
Congress intended to concede to the states an essentially national power. 

In our opinion the sale by Edison of out-of-state energy to Colton, as is shown 
to be the case hereafter, is a sale at wholesale in interstate commerce and may 


© See House Report No. 1657, 69th Congress, 2d Session, pp. 17-18. 
741 Stat. 1063; 16 U.S.C. § 791a et seq. 

® 68 Cong. Rec. 4837 ; 69 Cong. Rec. 10274. 

* Pub. Util. Comm. v. Attleboro Co., 273 U.S. 83. 





FEDERAL POWER COMMISSION 229 


not be regulated by the State of California as held by authorities too numerous 
to cite.” The sale, on the other hand, is subject to our jurisdiction under Section 
201 of the Federal Power Act, which was enacted to close the “gap” in regulation 
created by the Attleboro case. There is a persuasive analogy here between Sec- 
tion 6 of the Boulder Canyon Project Act and Section 20 of the Federal Power 
Act, which appeared to give the states jurisdiction over the sale of power produced 
at a licensed project. Section 20 was held not to except licensed project power 
from the jurisdiction of this Commission over interstate sales at wholesale subject 
to Part II of the Power Act. United States v. Public Utilities Comm’n., 345 U.S. 
295, 303-304. 

In their exceptions Edison and PUC argue that the examiner should have found 
that all of the facts and circumstances surrounding the sale here disclose that 
the transaction is a matter of local concern that does not involve the interests of 
the United States or of any state except California because the United States is 
the party selling the energy. Therefore, Edison argues, the Attleboro case does 
not apply; there is no Attleboro “gap” and the PUC takes jurisdiction because 
Section 201(a) of the Power Act provides that Federal regulations is “to extend 
only to those matters which are not subject to regulation by the states.” 

In our opinion the field of wholesales of electric energy in interstate commerce 
has been held to be outside of the constitutional scope of state regulation. 
United States v. Public Utilities Comm’n., 345 U.S. 295. The Attleboro case does 
not limit the rule to cases where it can be specifically shown that other states are 
affected. When the Federal Power Act was enacted, the Congress assumed that 
all such sales were exempt from state regulation. For instance, the Senate Com- 
mittee report * on the Act stated: 

The decision of the Supreme Court in Public Utilties Commission v. Atile- 
boro Steam & EH. Co. (273 U.S. 83) placed the interstate wholesale transac- 
tions of the electric utilities entirely beyond the reach of the states. 

We thus must interpret the Power Act to occupy the entire field without the 
necessity of analyzing Federal and state relationships in each case. The fact 
that a sale of gas or electric energy is made by a company, all of whose facilities 
are located within the state of consumption does not give the state Commission 
jurisdiction.“ Most electric companies operate within a single state whether 
their power supply comes from within or without the state, or both. In F.P.C. v. 
Arizona Edison Co., 194 F. 2d 679 (C.A. 9) the Commission was affirmed in finding 
that transmission of Hoover Dam energy from out-of-state by a company all of 
whose facilities were located in Arizona made that company a “public utility”. 

In any case, more than one state is affected by the interstate wholesale made by 
Edison. The Hoover and the Davis and Parker projects are interstate enter- 
prises. Percentages of the Hoover Dam generated energy are assigned by the 
Secretary of the Interior to California, to Arizona and to Nevada.” Edison is 
designated an operating agent of the Hoover Plant for the purpose of serving it- 
self and the United States, while the City of Los Angeles is operating agent for 
the purpose of serving itself and the states of Arizona and Nevada, but under cer- 

1° See for example Missouri v. Kansas Gas Co., 265 U.S. 298; Pub. Util. Comm. v. Attle- 
boro Co., 273 U.S. 83; Panhandle Pipe Line Co. v. Comm’n, 332 U.S. 507, 514-515. 

4 Senate Report No. 621, 74th Cong., 1st Session, p. 17. 

12 TUinoie Gas Co. v. Public Service Oo., 314 U.S. 498; Florida Public Utilities Co., 9 
FPC 3, 12, 13. Subsequent to the Illinois Gas case, of course, gas companies whose 
facilities are located wholly within the state in which the gas is consumed have been 
exempted, and the power to regulate interstate wholesales has been specifically granted 
to the states involved. Natural Gas Act, Section 1(c), 68 Stat. 36, 15 U.S.C. § 717(c). 


38 This and what follows is set forth in the contract for Operation of the Boulder 
Power Plant, dated May 29, 1941. 
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tain conditions Arizona and Nevada may receive energy generated by the Edison 
portion of the plant. 

The Hoover Dam and reservoir are to be operated, according to the statute, 
first for river regulation, improvement of navigation and flood control, second for 
irrigation and domestic uses and rights under the Colorado River Compact, and 
third for power. With respect to the latter, the operation of the Hoover Power 
Plant is integrated with the operation of other projects on the River and with 
the operations of the respective systems of the operating agents. 

The way in which the operation of the Colorado River plants are integrated and 
the amount of energy taken by Edison or by the City of Los Angeles, or by any of 
the other allotees of energy at any one time is of interest to the other allotees, in- 
cluding the States of Nevada and Arizona. The energy sold to Colton is a part 
of this picture. 

Thus, the wholesale, or bulk sale, of electric energy here, as in other cases, con- 
cerns more states than one and is subject to Federal regulation under the Federal 
Power Act and not to state regulation. 























Out-of-State Energy 


There was considerable dispute at the hearing, in the briefs and in the excep- 
tions, as to whether Edison actually sold energy generated outside of California 
to Colton, but the examiner made no finding on this matter. The staff submitted 
testimony and a field study in the form of an exhibit to show that out-of-state 
energy did, in fact, reach Colton. The evidence adduced by the staff relates to 
the period July 1, 1954 to November 30, 1958. Edison admits that Hoover energy 
is received into its system at Hayfield, but denies that the record demonstrates 
that it is transmitted to Colton. It says, relying on the testimony of its expert 
witnesses, that in an inter-connected electric system with several generating re- 
sources, and numerous loads, it is impossible to identify the electric energy 
delivered to a particular load. PUC also contends the evidence is defective and 
does not show that out-of-state energy reaches Colton. 

The record does not trace Hoover Dam energy over Edison’s own lines to its 
Chino substation and thence to Colton, but does show that during substantial 
periods of time, at least after July 1, 1954, Hoover Dam energy and, at times, 
Davis energy is transmitted over MWD’s lines via its Camino switching station 
and is delivered to Edison’s system at Hayfield. From this point such energy 
is transmitted over Edison’s 220 kv. lines and reaches Edison’s Highgrove sub- 
station. The record shows that it is transmitted from this point through the 
step-down transformers mentioned above and is delivered to Colton for resale 
and for use by the city for pumping. Edison’s admission that Hoover Dam 
energy reaches Highgrove is supported by the record. The staff study shows 
that Davis energy also reaches Highgrove, at least at times. The problem with 
respect to Davis energy was that the Parker Dam plant is interconnected with 
Davis, and Parker energy is generated in California. It is reasonable to con- 
clude from meter readings of the flow of energy from Davis to Parker and from 
Parker to MWD that when the flow from Davis to Parker was greater than the 
delivery from Parker to MWD, all of the energy received by MWD was Davis 
energy. To determine the amount of Davis and Parker energy reaching MWD’s 
Camino switching station it is necessary, in the absence of direct meter readings, 
to subtract the maximum requirements of MWD’s water pumps from the Parker 
to MWD flow. This actually results in an underestimate of the energy flowing 
to Camino, and thence to Highgrove, for the pumps were not operating at all 
times at full capacity. 
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Edison’s Highgrove substation is located not far from Colton. The 220 kv 
bus in that substation is connected to Hayfield, to Edison’s Etiwanda steam 
plant, to Edison’s Chino substation and to two transformer banks which connect 
with the Highgrove 66 kv. bus. Energy reaches Colton from the 66 kv. bus 
after reduction in voltage at the Colton susbtation and the Colton City Substa- 
tion. It appears that under ordinary conditions all of Colton’s supply of power 
is delivered by Edison via its Highgrove substation. 

Meter readings in the record show flows of energy, hour by hour, from Hay- 
field to the 220 kv. Highgrove bus and the deliveries to the two transformer 
banks steeping down the energy to 66 kv. Edison points out that there were no 
meters available to measure the flow of energy to or from the Chino substation 
or from the Etiwanda power plant. However, the connection with Hayfield 
is located on the 220 kv. bus between and adjacent to the connections of the 
step-down transformer banks. Thus when any energy from Hayfield was being 
delivered to the 220 kv. bus, it was necessarily supplying the requirements of the 
transformer banks and only excess energy from Hayfield would contribute to 
the power supply for other loads on the bus. If the energy from Hayfield were 
less than the requirements of the transformer banks, energy from other sources 
would be mixed with it, and it is reasonable to conclude that the same propor- 
tions would obtain all the way to Colton. When the energy from Hayfield was 
greater than the requirements of the transformer banks, it would follow that 
their requirements would be entirely supplied from Hayfield. On many such 
occasions the energy from Hayfield included only Hoover and Davis energy, and 
no Parker energy, so that 100 percent of the energy delivered to the City of Colton 
came from out-of-state. 

Although Edison’s witnesses drew different ultimate conclusions as to the 
receipt of out-of-state energy by Colton than did our staff, we think it is sig- 
nificant that Edison’s witnesses treated a bus as a common point. So treated, 
it would follow that the energy would be mixed and that the introduction of 
any out-of-state energy on to the bus would mean that out-of-state energy would 
be included in any deliveries from the bus. This treatment with respect to 
mixing of energy was generally employed as a basis for our finding of jurisdic- 
tion under Section 201 of the Power Act in our Penn Water case.“ 

On the basis of the record, electric energy generated at Hoover was sold to 
Colton during 596 hours out of 598 hours in the last six months of 1954, 1,338 
hours out of 2,065 in 1955, 270 hours out of 1,954 in 1956, 199 hours out of 1,388 in 
1957, and 1,115 hours out of 1,479 in 1958; and these deliveries included Davis 
energy during 341 hours in 1954, 746 hours in 1955 and 31 hours in 1956. 

Since Edison has been found to deliver electric energy to Colton for resale 
that has been generated outside of California, its sale to Colton is a sale of 
electric energy at wholesale in interstate commerce subject to Sections 201, 205 
and 206 of the Federal Power Act. 


Facilities Serving Colton 


Edison contends that the facilities used to serve Colton are local distribution 
facilities and that the sales of electric energy to Colton are therefore exempt 
from our jurisdiction even if it be assumed that interstate energy is received 
by Colton and that the Boulder Canyon Project Act does not preclude jurisdic- 
tion. In our opinion even if Edison is factually correct about the nature of 
the facilities, its point is not relevant under the Federal Power Act. Since the 


% Pennsylvania Water & Power Co., 8 FPC 1, affirmed as Pennsylvania Water 4 Power 
Co. v. F.P.0., 193 F. 2d 230 (C.A.D.C.) affirmed 343 U.S. 414. 
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sale to Colton includes Hoover energy, it is a sale at wholesale in interstate 
commerce subject to our jurisdiction regardless of the nature of the facilities 
used to make the sale. Section 201(b) excludes from our jurisdiction facilities 
used in local distribution, but that is not the question here. The Connecticut 
Light and Power case," cited by Edison involved the question whether the com- 
pany was a “public utility.” The court held it was necessary to find that certain 
facilities used to serve Bristol, Connecticut with out-of-state energy transmitted 
by another company were not used in local distribution before it could be deter- 
mined that the company was a “public utility’ owning facilities subject to our 
jurisdiction. Here, of course, there is no question of Edison’s status. It trans- 
mits Hoover Dam energy that it receives at Hayfield and is thus a “public utility” 
subject to our jurisdiction. 

In any case, there are facilities owned by Edison which it uses exclusively 
to effect the wholesale to Colton and not for local distribution. These include 
the City of Colton substation and portions of the 12 kv. Globe mills and Derby 
lines after service to the last customer at retail. These facilities themselves 
would make Edison subject to the Power Act since they are facilities for the sale 
of electric energy in interstate commerce that are not used in local distribution.” 

Apart from this, there is nothing in the record to show that Edison’s facilities 
transmitting energy to the point of the wholesale, which is made on the low 
voltage (4 kv.) side of the Colton City Substation, are local distribution facilities. 
The fact that the 12 kv. lines extending from the Colton substation serve an 
industrial customer, several lighted highway signs, a residence and a railroad 
section house before they reach the transformers in the Colton City Substation 
does not transform them into local distribution lines even if this were relevant.” 


The Effective Rate Schedule 


. 


Edison has never filed a rate for service to Colton even though in our opinion 
it was required to do so by the Federal Power Act. It is necessary that we find 
the rate we should recognize as its effective rate in order to determine what 
rate schedule it should file and to determine whether Edison has overcharged 
Colton since July 1, 1954, which is as far back as the record shows we had 
jurisdiction. 

The Power Act provides in Section 205 that under such rules and regulations 
as we may prescribe every public utility shall file its rates and charges with this 
Commission for any sale subject to our jurisdiction, and that no change shall be 
made in any rate except by filing new schedules. The problem arises where the 
company has not conformed to these requirements. In ‘the case of the independent 
producers of gas it has been held that the contract rate as of June 7, 1954, when 
the Supreme Court held the producers subject to our jurisdiction,“ was the 
effective rate as of that date. Cities Service Gas Co. v. F.P.C., 255 F. 2d 860 
(C.A. 10) certiorari denied 358 U.S. 837; Natural Gas Pipeline Oo. v. F.P.C. 
(Dorchester, intervener), 253 F. 2d 3 (C.A. 8), certiorari denied 357 U.S. 927. 
The fact that the contract rate was not filed does not prevent our jurisdiction 
from attaching. In Natural Gas Pipeline Co. v. Harrington, 246 F. 2d 915, 258 
F. 2d 231 (C.A. 5), certiorari denied 356 U.S. 957, it was said: 


* * * the contract rate, even though unfiled became and remained the only 
lawful rate until changed by order of the Federal Power Commission. 


18 Connecticut Light € Power Company V. F.P.C., 324 U.S. 515. 

46 See Florida Public Utilities Co., 9 FPC 3. 

27 Wisconsin Michigan Power Co., 10 FPC 170, 176-177, affirmed as Wisconsin Mich- 
igan Power Co. v. F.P.C., 197 F. 2d 472, 477, certiorari denied 345 U.S. 934. 

18 Phillips Petroleum Co, v. Wisconsin, et al., 347 U.S. 672. 
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Turning to the facts with respect to Colton’s rates, we note that contract of 
October 1, 1945, between Colton and Edison provided for the sale by Edison of all 
of Colton’s electrical requirements for a period of ten years and for the period 
thereafter on a month-to-month basis subject to being terminated upon written 
notice by either party. This contract remained in effect until by Decision No. 
50449, dated August 17, 1954, the PUC purportedly determined new higher rates 
for Edison including those applicable to the City of Colton. When the ten-year 
term of the 1945 contract expired in 1955, neither party notified the other of 
an intention to terminate and the contract has been continued since that time 
on the month-to-month basis. On October 15, 1957, in Decision No. 55703, after 
application by Edison, PUC raised the rates again, including those applicable to 
Colton. 

As set forth above, the record in this proceeding shows that, at least by July 1, 
1954, interstate energy was being delivered to Colton so that the sale was subject 
to our jurisdiction. On that date the 1945 contract was in effect and embodied 
the agreement between the parties as to the rates. We shall therefore, consider 
the 1945 contract as embodying Edison’s rate that should be filed in compliance 
with the Act. Any change made after that date was required by Section 205(d) 
of the Power Act and our Regulations to be filed with us, and in the absence 
of a filing such change was ineffective. Cities Service Gas Producing Co. v. 
F.P.C., 233 F. 2d 726 (C.A. 10), certiorari denied 352 U.S. 911.” It follows that 
the proposed charges in Edison’s rate made by the PUC without authority were 
ineffective as rate changes because they were not filed with us. This is an 
appropriate result because the proposed changes made in 1954 and 1957 were 
increases whose reasonableness we did not have opportunity to test by hearing 
and suspension proceedings under Section 205(e) of the Act. 


Apart from failure to file their proposed rate changes, in our opinion no change 
was made in the contract although Edison argues that the parties agreed to be 
bound by the changes made by the California Commission. The contract provides: 


This contract shall at all times be subject to such changes or modifications 
by the Railroad Commission of the State of California as said Railroad 
Commission may from time to time direct in the exercise of its jurisdiction. 


Edison contends that by this language the parties intended that the contract 
be subject to change by the PUC whether authorized or not. It said that if the 
parties had intended otherwise they would have used an expression such as 
“lawful jurisdiction.” However, the words “its jurisdiction” means “lawful 
jurisdiction.” Jurisdiction must be lawful to be jurisdiction. 

Edison argues further that Colton by its course of action intended to be 
contractually bound by the rate modifications prescribed by PUC. Edison points 
out that Colton did not contest the PUC’s jurisdiction before it accepted the 1954 
rate increase without protest, although protesting the 1957 increase, and did not 
attempt to terminate the ten year 1945 contract in 1955 as it was privileged to 
do according to its provisions. In our opinion conformity without protest to the 
asserted authority of the rate regulating body of the state does not result in a 
contractual adoption of its unauthorized orders. This is very different from free 
bargaining between two contracting parties. Colton’s failure to terminate the 
contract likewise appears to be without significance because its only source of 


In United Gas Pipe Line Co. v. Mobile Gaa Service Corp., 350 U.S. 332, it was said 
with respect to the Natural Gas Act that “§ 4(d) means simply that no changes neither a 
unilateral change to an er parte rate nor an agreed upon change to a contract can be 
made by a natural-gas company without the proper notice to the Commission.” This 


reasoning was held applicable to the Power Act in F.P.C. v. Sierra Pacific Power Co., 
850 U.S. 348. 
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power is Edison, and the rates were regulated by PUC. Edison’s legal rate, 
although unfiled, was its 1945 contract rate. As said in the Harrington case, 
246 F. 2d at p. 919, “Any price in excess of the contract rate was thus contrary 
to the spirit, if not the letter of the Natural Gas Act.” But whatever the con- 
tractual effect of Colton’s actions the proposed changes made in 1954 and 1957 
were not filed with us and were thus ineffective under the Power Act. 

Edison argues that we should reopen the record to hear evidence on the inter- 
pretation of the contract. However, we note that the effect of the contract 
was an issue in this proceeding raised by Colton in its original petition filed 
May 9, 1958, and indicated by our order of August 28, 1959, fixing hearing, so that 
Edison had full opportunity to present evidence on the interpretation of the 
contract. In any case the contract and surrounding circumstances are a matter 
of record and have enabled us to come to the conclusion expressed above. 

Edison contends further that a determination of jurisdiction would allow it 
to rescind the contract for a material mistake of fact and law. It has not shown 
grounds for such rescision here, as it might be expected to do, but in any case the 
contract of 1945 contains its legal rate as though filed, for it should not be 
permitted to take advantage of its failure to file. Treated as filed the rate 
would not be rescindable, for Edison “can claim no rate as legal right that is 
other than the filed rate, whether fixed or merely accepted by the Commission, 
and not even a court can authorize commerce in the commodity on other terms.” 
Montana-Dakota Utilities Co. v. Northwestern Public Service Co., 341 U.S. 246, 
251. 

Edison apparently attempts to relieve itself of responsibility by pointing out 
that our Secretary had engaged in correspondence with it in 1953 and 1954 and 
that the Commission had failed to take action or to require it to file rates. 
Of course, our not completing an investigation or taking action does not relieve 
Edison of the requirements of the Power Act. In fact, the correSpondence was 
warning to it that the sale to Colton might be subject to our jurisdiction and that 
its rates and changes in them should be filed. 


Deliveries to Colton for Pumping 


Edison contends that we do not have jurisdiction over its deliveries to Colton 
for pumping purposes at the several sites both within and without the city. The 
staff treats all of Edison’s deliveries under the 1945 contract as jurisdictional, 
and Colton takes the position that we have jurisdiction over all of the energy 
sold to Colton since no separation is made in the 1945 contract and amendments 
purported to be made by the PUC are without effect. 

Our jurisdiction is defined in Section 201 of the Federal Power Act where 
it is provided that the Act shall apply “to the sale of electric energy at wholesale 
in interstate commerce, but shall not apply to any other sale of electric energy.” 
However, where a sale includes mixed energy, that is both interstate and intra- 
state energy, or resale and direct sale energy, and both types are indistinguish- 
able, it is held that we have jurisdiction over the entire sale. Pennsylvania 
Water & Power Co. vy. F.P.C., 348 U.S. 414; United States v. Public Utilities 
Commission, 345 U.S. 295; California Electric Power Co. v. F.P.C., 199 F. 2d 
206 (CA9) certiorari denied 345 U.S. 934; Compare City of Hastings, Nebraska 
v. F.P.C., 221 F. 2d 31 (CADC) certiorari denied 349 U.S. 920, and Colorado 
Interstate Gas Co., 19 FPC 1012, 1022-1023. 

In the California Electric Power case where there was a sale to a Naval 
installation which included energy resold by the Navy to a housing development, 
it was said that “the only mode of segregation would be by separating the two 
loads and supplying each by an independent transmission line.” In United 
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States v. P.U.C., it was suggested in connection with the same sale that the 
question whether the Commission’s jurisdiction was limited to the resale energy 
would turn on “whether an essentially separate transaction covering the power 
directly consumed by the purchaser is identifiable.” The Court found no evidence 
of “separate rates, separate negotiations, separate contracts, or separate rate 
regulation by official bodies.” In each case it was held that separation had not 
been effected. 

In the present case we have concluded that Edison’s presently effective rate 
is embodied in its 1945 contract. The rate set forth in the contract is composed 
of a demand charge and an energy charge applicable both to the delivery for 
resale and the deliveries for pumping purposes, but these deliveries were metered 
separately. In its order of August 17, 1954, the PUC, in addition to prescribing 
separate rate schedules for the deliveries for resale at the City of Colton Sub- 
station on the one hand, and the deliveries for pumping purposes on the other, 
permitted separate metering and billing for the pumping sales, and this sep- 
arate metering and billing commenced September 13, 1954 and has continued 
since that time. 

Thus a separation of the pumping deliveries from the deliveries for resale 
has plainly been achieved. Irrespective of the invalidity of the PUC’s orders, 
a separation in fact is not only feasible but has been accomplished. Under 
United States v. Public Utility Comm’n., California Electric Power Co. v. F.P.C. 
and City of Hastings v. F.P.C., supra, there is no justification for our asserting 
jurisdiction in such a case over the separated non-jurisdictional transaction. 
We further find that if the question of separation had been properly presented 
by appropriate filings in 1954, the same conclusion should have been reached. 
We conclude that the public interest will be served by treating the deliveries 


for pumping purposes alone as having been separate sales since September 13, 


1954, and by treating only the sale for resale as subject to our jurisdiction since 
then. 


Accounting, Rates and Refunds 


The staff and Colton contend that Edison should have filed rates for its 
services to Colton and should now file the rates that were actually charged in 
1954, namely those in the 1945 contract and should account fer the difference 
between the 1945 contract rates and those actually charged. Edison contends 
that there is no overcharge since its charges have been in accordance with the 
contract as modified by the 1954 and 1957 orders of the PUC. 

We have determined that Edison’s effective rate schedule since July 1, 1954, 
is represented by the 1945 contract and that modifications purported to be made 
by the PUC in 1954 and 1957 were ineffective to change the arrangement as a 
contract or as a rate schedule. Therefore, we shall require that the 1945 con- 
tract be filed as Edison’s effective rate schedule but shall be applicable only to 
the deliveries at the Colton City Substation, not to the pumping deliveries. 
Further changes, of course, can be made in accordance with the Federal Power 
Act and our Regulations. 

The record shows that from 1954, when the first PUC order purported to 
become effective, Edison has been charging rates that are higher than those 
specified in the 1945 contract. In these circumstances, it is appropriate to 
require that Edison establish in its books a special reserve account for the 
amounts collected in excess of the 1945 contract rate for the electric energy 
sold to Colton for resale, together with interest on such excess amounts, and 
require that Edison submit a proposed plan for the disposition of such special 


reserve. Wisconsin-Michigan Power Co. v. F.P.C., 197 F. 2d 472, certiorari 
denied 345 U.S. 934. 
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DISCRETION AS TO JURISDICTION 


Edison and PUC contend that in the exercise of our administrative discretion 
we should not take jurisdiction over Edison’s sale to Colton pointing out that 
the proportion of Hoover energy received via Hayfield was very small compared 
with the total energy available in Edison’s system. While the record supports 
this statement, the question of the amount of interstate energy available in the 
Edison system is not an issue here. This proceeding is not concerned with 
Edison’s status as a public utility as the Supreme Court was concerned with 
Connecticut Light & Power Company’s status when it indicated that the flow 
of energy transmitted out of the state ” was trivial. 

In the present proceeding we have found that out-of-state energy from the 
Colorado River dams reaches Colton during significant periods of time and that 
on many occasions the energy reaching Colton is composed entirely of out-of- 
state energy. In addition we should note that Colton is a community of some 
size consuming substantial quantities of electric energy and is entirely dependent 
on Edison for its energy supplies. On the basis of the discussion above, we 
are of the opinion that we have been given jurisdiction over Edison’s rates to 
Colton, and have no discretion to reject that jurisdiction. Because the State 
of California has been assuming jurisdiction over the sale to Colton, we are 
reluctant to change that relationship, but this is not a case where we can 
abandon jurisdiction. 


MOTIONS TO DISMISS 


The motions to dismiss filed by Edison and PUC relied on substantive questions 
already discussed. Apart from these, Edison argued that the decisions of the 
PUC irrespective of their validity, were res judicata with respect tg the question 
of jurisdiction. However, the exercise by a state of jurisdiction over an inter- 
State sale does not prevent the attachment of the jurisdiction of this Commission. 
Wisconsin-Michigan Power Co. v. F.P.C., 197 F. 2d 472, 479-480 (C.A. 7), certiorari 
denied 345 U.S. 934; Wisconsin v. F.P.C., 201 F. 2d 183, 185 (C.A.D.C.) certiorari 
denied, 345 U.S. 934. 

Edison also argues that Colton acceded to the jurisdiction of PUC and by the 
principles of equitable estoppel is barred from contesting it. We have found that 
Colton did not accede to the PUC’s jurisdiction and that beginning in November 
of 1957 Colton paid its bills under protest so that it does not appear that estoppel 
would apply. In any case, this Commission is not estopped to assert the jurisdic- 
tion conferred on it by the Federal Power Act. 

In view of the full record and the result reached herein, we do not believe it 
necessary to have oral argument as requested by the staff. 


The Commission further finds: 


(1) Edison, a California Corporation, owns and operates facilities, among 
others, for the transmission and sale at wholesale for resale of electric energy 
which is transmitted from the States of Arizona and Nevada and consumed in 
California, all of which facilities are in addition to and do not include facilities 
used for the generation of electric energy, facilities used in local distribution, or 
only for the transmission of electric energy in intrastate commerce or facilities 
for the transmission of electric energy consumed wholly by the transmitter. 


Edison is therefore a “public utility” within the meaning of Sections 201, 205 and 
206 of the Federal Power Act. 


% Connecticut Light 4 Power Company vV. F.P.C., 324 U.S. 515. 
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(2) Edison’s sale of electric energy to Colton at the Colton City substation for 
resale, as referred to above, is a sale of electric energy at wholesale in interstate 
commerce and has been such at least since July 1, 1954. It is subject to the pro- 
visions inter alia of Sections 201, 205 and 206 of the Act, and each rate or charge 
made, demanded or received by Edison from Colton, for or in connection with 
such sale, is so subject to this Commission’s jurisdiction. 

(3) Edison’s sales of electric energy to Colton for well pumping alone at the 
five sites referred to above are transactions separate from the sale to Colton for 
resale referred to in paragraph (2) and are not subject to this Commission 
jurisdiction. 

(4) The facilities used to make the sale to Colton referred to in (2) above, are 
not used in local distribution within the meaning of Section 201(b) of the Act. 

(5) It is necessary and appropriate for the purposes of the Act that Edison be 
required to file (in the form prescribed in Part 35 of the Commission’s regulations 
under the Act), its 1945 contract with Colton as its rate schedule for its sale at 
wholesale of electric energy to Colton embodying those rates and charges of Edi- 
son for such service to Colton as were actually being charged by Edison to Colton 
as of July 1, 1954; such rate schedule to be effective until and unless superseded 
by a change in rate schedule pursuant to Section 205(d) of the Act and Sections 
35.3(c) of the Regulations thereunder, or changed pursuant to order of this 
Commission. 

(6) It is necessary and appropriate for the purposes of the Act that Edison be 
ordered to cease and desist from charging, demanding or receiving from Colton 
any rates and charges other than those duly filed pursuant to Section 205 of the 
Act and Part 35 of the Commission’s Regulations. 

(7) It is reasonable and appropriate for the purpose of the Act that Edison be 
ordered to account for monies collected by Edison from Colton in excess of its 
lawful rates as specified below. 

(8) It is appropriate that the motions to dismiss filed by Edison and the PUC 
be denied. 


The Commission orders: 


(A) Within 45 days of the issuance of this opinion and order Edison shall file 
in accordance with our Regulations and Section 205 of the Federal Power Act 
its 1945 contract with Colton as its rate schedule for its sale at wholesale of elec- 
tric energy to Colton at the Colton City Substation for resale. Such rate schedule 
shall be effective July 1, 1954 and small remain effective until and unless super- 
seded by a change filed pursuant to Section 205(d) of the Act and Section 35.3(c) 
of the Regulations thereunder, or changed pursuant to order of this Commission. 

(B) From and after 45 days from the issuance of this opinion and order Edison 
shall cease and desist from charging, demanding or receiving from Colton for the 
sale of electric energy for resale at the Colton City Substation any rates and 
charges other than those duly filed pursuant to Section 205 of the Act and Part 35 
of the Commission’s Regulations. 

(C) Edison shall: (1) account for the monies collected by it from Colton on 
and after July 1, 1954 for all energy delivered at the Colton City Substation 
and continuing to the date of its compliance with the Commission’s requirements 
as ordered herein (including the filing of the schedule of rates and charges for, 
and billings to Colton in accordance therewith) which are in excess of the 
monies which would have been collected by Edison under the rates and charges 
actually being charged to Colton for such energy as of July 1, 1954; (2) establish 
a special reserve under Account 265, Miscellaneous Operating Reserves, by 
charges to Account 216, Unappropriated Earned Surplus, for the amounts of 
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that excess, together with interest thereon at the rate of 6 percent per annum 
from the respective dates on which the excess amounts were collected until the 
date of compliance with paragraphs (A) and (B); and (3) within 60 days 
from the issuance of this opinion and order, file with this Commission the 
computation of the special reserve amounts and appropriate accounting entries 
establishing such special reserve, together with a proposed plan for the disposi- 
tion of such special reserve; and serve such filing on all parties to this 
proceeding. 

(D) Within 15 days of the filing referred to in (C) above, parties to this 
proceeding shall file their objections, if any, with the Commission. 

(E) The motions to dismiss filed by Edison and PUC are hereby denied. 

(F) Exceptions to the presiding examiner’s decision not granted in effect by 
this opinion and order are hereby denied. 
(G) The staff’s motion for oral argument is hereby denied. 


DECISION 
UPON PETITION OF THE CITY OF COLTON UNDER THE FEDERAL POWER ACT 
(Issued March 14, 1961) 


FRAZEE, Presiding Examiner: The City of Colton (Colton) in a petition filed 
on May 9, 1958, requested the Federal Power Commission (FPC) to institute 
an investigation to determine if the sale of electrical energy by the Southern 
California Edison Company (Edison) to the City of Colton for resale is a sale 
subject to the jurisdiction of the Federal Power Commission. 

The Public Utilities Commission of the State of California (PUC) filed a notice 
of intervention herein, in which it asserts the sale of electrical energy by Edison 
to Colton is subject to the jurisdiction of the PUC and not to the FPC. 

Edison filed its answer to Colton’s petition denying the jurisdiction of the 
FPC and praying the petition be dismissed. 

The City of Colton is a municipal corporation. It is located in San Bernardino 
County, State of California. Colton owns and operates a municipal electrical 
distribution system but has no generating facilities. Colton purchases its entire 
electrical requirements, for its own use and for resale, from Edison. Colton’s 
present contract with Edison is dated October 1, 1945, under which it agrees to 
purchase all of its electrical energy requirements from Edison at rates and 
charges therein set forth subject, however, to such changes or modifications as 
the PUC may direct from time to time in the exercise of its jurisdiction over 
both Colton and Edison. Upon expiration of its 10-year term the contract 
automatically continues in effect from month to month until terminated by 
either party on written notice. By its terms the contract was to be filed with the 
PUC and be controlled by the rules and regulations of Edison on file with and 
approved by the PUC. On the record herein, it is shown the PUC has at all 
times exercised jurisdiction over all of Edison’s rates, charges and contracts 
with Colton.2 Edison continues to furnish and Colton continues to purchase all 
of its electrical energy requirements under said contract, as amended at the 
direction of PUC in August, 1954, and October, 1957, requiring Edison to file 
revised tariff schedules applicable to Colton. 

The Southern California Edison Company is a California corporation and 
engaged in the production and marketing of electrical energy in central and 


1See Ex. 30. 


2PUC Decision No. 50,449, August 17, 1954, 53 Cal. PUC 385; and PUC Decision No. 
55,703, October 15, 1957, 55 Cal. PUC 743. 
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southern California, it markets no electricity outside the State. Its company- 
owned production facilities consist of steam and hydro plants, all located in 
California. In addition Edison receives an allocation of electrical energy pro- 
duced at the Hoover Dam power plant which is located outside the State of 
California. 

Edison’s electrical energy production facilities are interconnected by a high 
voltage—220 kv.*—transmission system. This high voltage electrical energy 
is stepped down at numerous transmission substations from 220 kv. to a 66 kv. 
sub-transmission system over which bulk electrical energy is supplied to dis- 
tribution substations in the local communities served by Edison. At these 
distribution substations the electrical energy is stepped down from 66 kv. to 16 
kv., or 12 kv., or 7 kv., or 4 kv. as required. 

The Hoover Dam‘ was constructed by the Secretary of the Interior, Bureau 
of Reclamation, (USBR), under the authority of the Boulder Canyon Project 
Act,’ and is the property of the United States. It spans the Colorado River in 
the Black Canyon between the States of Nevada and Arizona. Its power plant 
contains certain electrical energy generators, nine on the Arizona side and 
seven on the Nevada side of the river. By contracts with the United States, 
executed by the Secretary of the Interior under authority of the Boulder Canyon 
Project Act, specific generators, together with the appurtenant related facilities 
are assigned for the use of the States of Arizona and Nevada, the City of Los 
Angeles, California, the Metropolitan Water District of Southern California 
(MWD), Edison and others. The Edison-USBR contract being dated May 29, 
1941. Seven per cent of the total firm generating capacity of the Hoover Dam 
power plant was allocated to Edison by the contract. This, in 1958, amounted 
to about 6% of the total electrical energy handled by Edison.° 

The Davis Dam was constructed by the Secretary of the Interior, Bureau of 
Reclamation, and is the property of the United States. It spans the Colorado 
River between the States of Nevada and Arizona and is about 60 miles down- 
stream from the Hoover Dam. The Davis Dam power plant contains five elec- 
trical generators, all are located in Arizona. 

The Parker Dam was also constructed by the Secretary of the Interior, Bureau 
of Reclamation, and is also the property of the United States. It also spans 
the Colorado River between the States of California and Arizona and is ap- 
proximately 150 miles downstream from the Hoover Dam. The Parker Dam 
power plant contains four electrical generators, all are located in California. 
One-half of the generating capacity from the Parker Dam power plant is al- 
located to MWD by contract with the USBR. 

The Metropolitan Water District of Southern California is a municipal cor- 
poration, composed of 13 southern California cities, including Los Angeles, 
organized to construct and operate an aqueduct through which water diverted 
from the Colorado River at the Parker Dam would be conveyed to its members. 
By contract the USBR allocated 36% of the Hoover power plant generating 
capacity to MWD. With the energy from the Parker and the Hoover power 
plants, MWD operates punrping stations on its aqueduct at Intake, Gene, Iron 
Mountain, Eagle Mountain and Hayfield where the water is lifted to a point 
from which it flows by gravity into the distribution feeder system. Recognizing 


3 Kilovolts. 

*By Act of April 30, 1947, c. 46, the name of the dam was changed from Boulder to 
Hoover. 

543 U.S.C.A. 617 et seq. 


*In 1958, Edison generated in California 14,705,420,573 kw. In 1958, Edison received 
941,990,700 kwh. of electrical energy from Hoover Dam power plant. 
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an increased future demand for water, MWD contracted with the USBR for 
more electrical energy than it then required. To the date of the hearing MWD 
had not required for its own use its allotment of electrical energy from the 
Hoover plant, electing instead to take all of its requirements from the Parker 
power plant allotment. Its Hoover plant allotment being assigned to Edison, 
with USBR consent, subject to recapture when required by MWD. 

The USBR operates the power plants at the Hoover, Davis and Parker dams. 
A 220 kv. circuit owned by the United States, interconnects these power plants. 
Both Edison and MWD have facilities which are connected with the USBR 
220 kv. circuit. MWD owns and operates a 220 kv. circuit which extends from 
the USBR’s Hoover power plant in Nevada to its Hayfield’ substation via its 
Camino * switching station, Iron Mountain substation and Eagle Mountain sub- 
station. Another 220 kv. line, one segment of which is owned by USBR and the 
remainder by MWD, connects the Parker Dam substation with MWD’s Gene 
substation. Another 220 kv. line, owned by MWD, extends from the Gene 
substation to its Camino switching station, at which point it joins, or connects 
with, the MWD line from Hoover to Hayfield. 

Edison owns and operates two 220 kv. lines which extend from the USBR’s 
Hoover power plant in Nevada to its Chino® substation. Edison also owns and 
operates a 220 kv. line which originates and is connected with the MWD line 
and substation at Hayfield. This line extends to Edison’s Highgrove ” substation. 
The Chino and Highgrove substations, which are about 15 miles apart, are each 
connected to and a part of Edison’s transmission system. 

About 15 miles northwest of the Highgrove substation Edison owns and op- 
erates its Etiwanda steam-generating plant which produces and supplies elec- 
trical energy into Edison’s high voltage transmission system. The highgrove 
substation is about two miles south of Edison’s Colton substation, which, with 
the City of Colton substation, is located within the City of Colton. By stages the 
electricity is stepped down in voltage from the Highgrove substation until it is 
delivered to the City of Colton substation for Colton’s own use or for resale. 

The record shows and Edison in its brief states that from time to time it re- 
ceives electrical energy from MWD at Hayfield which was generated at the 
Hoover power plant in the State of Nevada. This energy is transmitted to its 
Highgrove substation “ and from there about one-half of one per cent of Edison’s 
total electrical energy was delivered to Edison’s Colton substation from which 
Edison delivers energy to the City of Colton and others.” 

The Commission Staff made the investigation requested by Colton and found 
that electrical energy generated outside the State of California was transmitted 
and delivered by Edison to Colton and thereby became a sale for resale in inter- 
state commerce and subject to the jurisdiction of the FPC. 

The City of Colton and the Staff of the Commission contend since the three 
power plants at Hoover, Parker and Davis dams are interconnected by a 220 kv. 
line, owned by USBR, that energy generated at any one of the three power plants 
may be delivered by USBR to MWD and by MWD to Edison at Hayfield and 
that such electrical energy, being delivered into the Edison high voltage trans- 


7The MWD Hapfield substation is located in California. 

8 The MWD Camino switching station is located in California. 

® The Edison Chino substation is located in California. 

10105 miles west of Hayfield and in California. 

11 Where it is metered. This electrical energy in 1958 amounted to 653,987,400 kw.- 
hr., or 4% of Edison’s total supply of electrical energy. 

122°The City of Colton purchased 23,120,000 kw.-hr. in 1958, or .15% of the total energy 
handled in the Edison system, some of this energy Colton used itself and the remainder 
was resold. 
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mission system network “ at Highgrove, from which substation Edison delivers 
electrical energy to its Colton substation and from there to the City of Colton 
substation, it is traceable to the City of Colton and therefore a sale for resale by 
Edison in interstate commerce and subject to the jurisdiction of the FPC. 

Edison and PUC witnesses contend it is impossible to trace the out-of-state 
generated electrical energy to the City of Colton but, assuming it could be traced, 
they argue the evidence shows the delivery to the City of Colton substation is 
made by Edison through its local distribution system and thereby exempt from 
the jurisdiction of the FPC by the terms of the Federal Power Act.“ 

This record shows that there are eight 12 kv. lines running out from Edison’s 
Colton distribution substation through distribution transformers thus dividing 
the electrical energy for delivery to thousands of domestic, residential and in- 
dustrial customers in the City of Colton and its environs, the City of Colton 
being one of these customers. The City of Colton gets its total requirements of 
electrical energy from two of these eight 12 kv. distribution lines as do certain 
other Edison customers who are end users of electrical energy. Edison and PUC 
each classify these eight 12 kv. lines, which includes the two supplying the City 
of Colton and others, as “facilities used in local distribution” and by reason 
thereof exempt from FPC jurisdiction. In Connecticut Light and Power Co. 
v. FPC, 324 U.S. 515, 89 L. ed. 1150, the Supreme Court reviewed the intent of 
Congress in its declaration of policy in Section 201(a) of the Federal Power Act, 
also the Supreme Court reviewed the provisions of Section 201(b) which provide 
that the FPC shall have jurisdiction over all facilities for the transmission or 
wholesale of electrical energy in interstate commerce, “but shall not have juris- 
diction, except as specifically provided in this Part and the Part next following, 
over facilities used * * * in local distribution” and held this “phrase to be a 
limitation on jurisdiction and a legal standard which must be given effect” in 
determining the jurisdiction of the FPC. The Court then went on to say “Nor 
do we think the exemption of ‘facilities used in local distribution’ exempts only 
those which do not carry any trace of out-of-state energy * * * They may carry 
no energy except extra-state energy and still be exempt under the Act. The test 
is whether they are local distribution facilities.” 

Colton and the Staff each contend that it is Colton’s wholly-owned municipal 
electrical distribution system that are the “facilities used in local distribution.” 
Section 201(d) of the Federal Power Act reads “the term ‘sale of electric energy 
at wholesale’ when used in this Part means a sale of electric energy to any person 
for resale.” The FPC and the courts have been consistent in holding that local 
distribution does not commence until the electrical energy is in the possession of 
the party who receives it for resale.” 

Motions to dismiss Colton’s petition were filed and argued prior to the com- 
mencement of the hearing by Edison and by the PUC. Edison and the PUC al- 
lege, in their motions to dismiss, the FPC is without jurisdiction to regulate the 
sales of electrical energy by Edison to Colton. The Examiner took the motions 
under advisement to be ruled on in his initial decision.” 

Since the courts have not construed the provisions of the Boulder Canyon 
Project Act and the Boulder Canyon Project Adjustment Act relative to the 
jurisdiction of the Secretary of the Interior or the Federal Power Commission, 


138 “Network” is here used in its technical usage to denote “a system of transmission or 
distribution lines so cross-connected as to permit multiple supply to any point on it.” 

4 Federal Power Act, Part II, Section 201(b). 

46 Wisconsin Michigan Power Co. (1951) 10 FPC 170, affirmed 197 F. 2d 472, cert. de- 
nied 345 U.S. 934; Interstate Light € Power Co. (1951) 10 FPC 225; State of Wisconsin 
et al. v. FPC (1952) 201 F. 2d 183, cert. denied 345 U.S. 934. 

16 FPC Rules of Practice and Procedure 1.12(d). 


















693-488 





6+———-18 











242 FEDERAL POWER COMMISSION 


over the sales of electrical energy generated at Hoover-Davis-Parker power plant, 
it is necessary to ascertain the intent of the Congress when it enacted the 
legislation. 

Congress, in the Act, directed the Secretary of the Interior to provide sufficient 
firm revenue from the sale of electrical energy to states, municipalities and others, 
to make the cost of the dam, and the fully equipped power plant, self-liquidating 
with interest within 50 years. It was the intent of Congress and the Secretary 
of the Interior ” in negotiating firm take-or-pay contracts with Edison and MWD, 
among others, to effect as wide distribution of the generated energy as was 
possible. Thus the Congress knew the energy would be transmitted across state 
lines by the purchasers. 

In the Act the Secretary of the Interior was authorized to and did enter into 
leases with Edison, MWD and others for the operation of the generators assigned 
to them at the power plants, and they thereby became agents” of the United 
States for the operation of their specific generators. As such agents of the 
United States they, as well as the Secretary of the Interior, come under the pro- 
visions of Section 201 (f), Part II of the Federal Power Act. 

This record distinctly shows that Edison by contract with MWD, which con- 
tracts were approved by the USBR, assumed the obligations of MWD to take or 
pay for certain of MWD’s allotted electrical generating capacity at the Hoover 
Dam power plant. Also by a sale and/or exchange agreement between MWD and 
Edison, Edison further agreed to take and pay the United States for any unused 
electrical energy not then required by MWD at its Hayfield substation. Under 
each of these arguments, Edison makes an accounting to the United States for all 
such energy received by Edison from, or for the account of, MWD and makes a 
remittance therefor direct to the United States. 

The Congress by Act of May 29, 1954, c. 241, 68 Stat. 143 provided “For the pur- 
poses of effecting economies and increased efficiency in the * * * operation, and 
maintenance thereof and of accounting for the return of reimbursable costs, the 
Secretary of the Interior is authorized and directed to consolidate and administer 
as a single project * * * the Parker Dam power project * * * and the Davis 
Dam project: Provided, that nothing in this Act shall be construed to alter or 
affect in any way the Boulder Canyon Project Act (45 Stat. 1057) * * * the 
Boulder Canyon Project Adjustment Act (54 Stat. 774) * * *” 

The attention of the Committee on Irrigation, holding hearings on the Boulder 
Canyon bill during the 1st Session, 69th Congress, was called to the objections of 
the FPC to Congress conferring jurisdiction on the Secretary of the Interior. 
The FPC urged the terms of the bill be amended so as to confer jurisdiction on it. 

After considering the evidence before it, the Senate Committee on Irrigation 
amended the bill by adding Section 6” to its provisions directing “the Secretary 
of the Interior shall prescribe and enforce rules and regulations conforming 
with the requirements of the Federal Water Power Act, so far as applicable, 
respecting maintenance of works in condition of repair adequate for their 
efficient operation, maintenance of a system of accounting, control of rates and 
service in the absence of State regulation or interstate agreement, valuation for 
rate-making purposes, transfers of contracts, * * * and penalties for enforcing 
regulations made * * * or penalizing failure to comply with such regulations 
* * * He shall also conform with other provisions of Sections 791-825r of 


174 Congressional Record, Vol. 72, Part II, 71st Congress, 2d Congress, page 11,978 
et seq., letter from the Secretary of the Interior, dated June 17, 1930, to the Chairman, 
Committee on Appropriations (Senate) reporting on the firm take-or-pay contracts entered 
into by him with Edison, MWD, and others. 

4843 U.S.C.A. 618h. 
43 U.S.C.A. 617e, par. 2. 
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Title 16” and of the rules and regulations of the Federal Power Commission, 
which have been devised or which may be hereafter devised, for the protection of 
the investor and consumer.” As thus amended the bill was favorably reported 
out of Committee. 


Minority reports™ were filed pointing out the departure from Government 
policy in not conferring jurisdiction on the FPC. 

The sale of the electrical energy so generated to cities and towns—as in the 
ease of the City of Colton—and the jurisdiction over the rates therefor was 
fully debated and clearly understood when the bill was under consideration on 
the floor of the Senate.” 

The Boulder Canyon Project Act was enacted by the Congress with full intent 
of conferring jurisdiction on the Secretary of the Interior over the rates at which 
the energy was to be sold at the power plant and, in the absence of regulation 
by the State in which the energy was sold, over the rates to be charged the 
distributors. 

This record fully discloses the Secretary of the Interior is now, and has been 
at all times, maintaining full jurisdiction over the rates charged for electrical 
energy generated at the Hoover, Davis and Parker Dam power plants to Edison 
and MWD, among others, and over the unused allotment of MWD electrical 
energy sold to Edison by MWD whether said energy be received by Edison at 
the Hoover Dam power plant or at the connection of the MWD line with 
Edison’s line at Hayfield. 

The evidence of record herein fully discloses the sales of electrical energy 
by Edison to Colton, for its own use or for resale, have at all times been regu- 
lated by the PUC. 


Under the express provisions of the Boulder Canyon Project Act and the 


Boulder Canyon Project Adjustment Act, the sales of electrical energy gen- 
erated at Hoover, Davis and Parker Dam power plants to Edison and MWD by 
the Secretary of the Interior were intended to be and are herein determined to 
be under the jurisdiction of the Secretary of the Interior and by the terms of 
the Act itself were never intended by the Congress to be under the jurisdiction 


of the FPC. The sale of such energy by Edison to Colton for its own use or 


for resale also comes under the jurisdiction of the Secretary of the Interior in 
the absence of regulation by the PUC. 
Wherefore: The motions to dismiss are sustained and the petition of the 


City of Colton is dismissed for want of jurisdiction by the Federal Power 
Commission. 


Harry W. FRAZEE, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; 


Arthur Kline, 
Joseph C. Swidler and Howard Morgan. 


NORTHWESTERN PUBLIC SERVICE COMPANY, DOCKET NO. E-6987 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued July 31, 1961) 


By order issued July 12, 1961, supra 159, in the above-entitled matter, the Com- 
mission authorized Northwestern Public Service Company (Applicant) to issue 
and sell at competitive bidding $4,000,000, principal amount of First Mortgage 


*® Federal Power Act, U.S.C.A., 791 et seq. 
1 House Report No. 1657, 69th Congress, 2d Session. 
2 Congressional Record, 2d Session, 69th Congress, p. 4307 et seq. 





244 FEDERAL POWER COMMISSION 


Bonds, Series due 1987, subject, among others, to the provisions set forth in 
paragraph (B) of that order, as follows: 


(B) The proposed issuance and sale of Bonds at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k)(3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding require- 
ments and Section 34.2(k) (4) of those Regulations relating to affiliation, 
and shall have either filed such amendments or shall have mailed them and 
advised the Commission by telephone and telegram as contemplated by 
Section 34.9 of the Regulations. 

(ii) The Commission shall have approved the price to be received by 
Applicant for the Bonds and the interest rate thereof, by a further order. 


Applicant, on July 31, 1961, filed an amendment, pursuant to the requirements 
of the afore-mentioned Commission order, setting forth, among other things, 
that it proposes to accept as providing the lowest annual cost of money to it the 
bid of Halsey, Stuart & Co., Inc. to purchase the proposed issuance of $4,000,000, 
principal amount of Bonds, for the price of 100.959% of principal amount, with 
an interest rate of 544%. 


The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the Commission’s order issued July 12, 1961, in the above docket, and 
under the bid it proposes to accept for the Bonds, the price to be received by 
Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 

(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions and for the purposes specified in the application, as supple- 
mented by the amendment referred to above, are authorized, subject only to the 
provisions of paragraphs (A), (C), (D) and (E) of the Commission’s order 
issued July 12, 1961, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


SOUTHERN NATURAL GAS COMPANY, DOCKET NOS. G-20509 AND 
RP60-15 


ORDER DENYING APPEAL FROM PRESIDING EXAMINER’S RULING AND DISMISSING MOTION 
FOR RECONSIDERATION 


(Issued July 31, 1961)* 


The Georgia Public Service Commission (Georgia), an intervener in these con- 
solidated proceedings, during the course of hearings held herein, requested that 


*Reconsideration denied by order issued September 25, 1961, 26 FPC 535. 
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pursuant to Section 1.28 of the Commission’s Rules of Practice and Procedure, 
the Presiding Examiner refer to the Commission his ruling on July 14, 1961, ex- 
cluding from the record certain evidence offered by Georgia. The ruling excluded 
from the record an exhibit and related testimony which, after the ruling, were 
received as an offer of proof. During his statement in support of the evidence, 
counsel for Georgia requested an opportunity for oral argument before the Com- 
mission. Statements in support of Georgia’s position were also made by counsel 
for Atlanta Gas Light Company, South Atlantic Gas Company, South Carolina 
Natural Gas Company, Gas Section of the Georgia Municipal Association, Georgia 
Kraft Company, Georgia Textile Manufacturers Association, Georgia Industrial 
Gas Users Association, and General Services Administration. Statements in 
opposition to the admission of the evidence were made by counsel for Southern 
Natural Gas Company (Southern), Mississippi Valley Gas Company, Alabama 
Gas Corporation, Alabama Municipal Gas Association, and the Commission Staff. 

The excluded exhibit was offered as a study of Southern’s revenues and costs 
covering a twelve month period ending April 30, 1961 as adjusted. Objections 
to the exhibit were based upon the fact that both Southern and the Commission 
staff had already presented cost studies covering an earlier period and that the 
admission in evidence of the excluded exhibit would without adequate justifica- 
tion necessitate making additional cost studies and allocation of such costs 
relating to the later period. The revenue and cost studies presented by Southern 
and the Commission staff were stated to be based upon actual costs and revenues 
for the period ending June 30, 1959, adjusted to reflect the addition of new sales 
eapacity and corollary costs which were known and measurable with reasonable 
accuracy through February 29, 1960. In substantial effect, however, the cost 
studies presented by Southern and the Commission staff were stated to represent 
a projected test year 1960. 

The Presiding Examiner’s ruling excluding Georgia’s exhibit and testimony 
was based upon the Commission’s finding in the order issued herein on June 23, 
1961, that the delay which would follow the introduction of a later test year 
than that already in the record had not been justified. That finding was made 
in support of the order denying issuance of a subpoena duces tecum requested by 
Georgia for the purpose of obtaining from Southern certain data. Georgia 
alleged it needed such data for its preparation of evidence designed to show 
that a later test year cost study, ending April 30, 1961, would be more appro- 
priate than the test year presented by Southern and the Commission staff. 

Although the examiner excluded the exhibit and related testimony, he per- 
mitted both Georgia and Southern to incorporate by reference certain of South- 
ern’s reports and applications filed with the Commission. Portions of such 
reports and applications were stated to be utilized as underlying data by Geor- 
gia’s witness in preparing the excluded exhibit. 

Upon consideration of all the facts and circumstances pertaining to the Presid- 
ing Examiner’s ruling appealed from, including the excluded exhibit and related 
testimony received as an offer of proof and the additional data incorporated in 
the record by reference, we conclude that the delay of these proceedings that 
would follow the introduction of a test period later than that already in the 
record has not been justified. 

On July 7, 1961, Georgia filed a motion for reconsideration * of the Commission’s 
order issued June 23, 1961, aforementioned, affirming the Presiding Examiner’s 


2 The document filed by Georgia was entitled as a “Petition for Rehearing”. Although 
an “application for rehearing” of an interlocutory order, such as the said document, may 
not be properly filed (Section 1.30(e) of the Rules), it was accepted for filing as a motion 
for reconsideration pursuant to Section 1.12 of the Rules. 
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ruling and denying issuance of a subpoena duces tecum. In view of our con- 
clusion set forth above relating to the examiner’s ruling on the excluded evidence 
offered for the same purpose as that for which the subpoena was sought, we find 
that Georgia’s motion filed July 7, 1961, should be dismissed. 


The Commission orders: 


(A) The appeal from the ruling of the Presiding Examiner herein issued on 
July 14, 1961, excluding a certain exhibit and related testimony from the record 
which had been offered by Georgia Public Service Commission, is hereby denied. 

(B) The aforementioned motion for reconsideration of the Commission’s order 
issued herein on June 23, 1961, affirming the Presiding Examiner’s ruling and 
denying the issuance of a subpoena duces tecum, as filed on July 7, 1961, is hereby 
dismissed. 


(C) The aforementioned request for oral argument before the Commission 
is hereby denied. 
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Before Commissioners: Jerome K. Kuykendall, Chairman: Frederick Stueck, 
Arthur Kline, Joseph C. Swidler and Howard Morgan. 


AREA RATE PROCEEDING, DOCKET NO. AR61-1: CLAUDE BE. AIKMAN, 
DOCKET NO. G-18466, ET AL.; NORTH CENTRAL OIL CORPORATION 
(OPERATOR), ET AL., DOCKET NO. CI60-435, ET AL. 


ORDER REQUIRING THAT CERTAIN DATA BE FILED, DIRECTING THAT SAID DATA BE PLACED 
IN PROPER FORM AND PRESENTED IN EVIDENCE, SETTING DATE OF HEARING, PRE- 
SCRIBING PROCEDURES FOR SAID HEARING AND RULING ON MOTION AND APPEAL 


(Issued August 2, 1961) * 


On December 23, 1960, in these consolidated proceedings, the Commission is- 
sued an order “Instituting Area Rate Hearing, Consolidating Proceedings and 
Prescribing Preliminary Procedures”, 24 FPC 1121, which, among other things, 
provided that a pre-hearing conference be held for effectuation of the purposes 
specifically mentioned in Section 1.18 of the Rules of Practice and Procedure, 
with particular emphasis on expediting the Commission’s hearing proceedings 
as set forth in Order No. 217. Pursuant to the afore-mentioned order, the pre- 
siding examiner on May 26, 1961, filed a summary report of such conference. 
This report points out the complexity of the substantive and procedural issues 
present in these proceedings. The report, together with certain motions and 
comments, which have been filed herein, suggest certain further procedures to 
expedite the proceedings. Therefore, after considering the full record of the 
aforementioned conference, the presiding examiner’s report thereon, and the 
aforementioned filings, we believe it is in the public interest to now set these 
matters for hearing and to prescribe certain procedures to expedite the pro- 
ceedings. 

In our Statement of General Policy No. 61-1, we stated that among the fac- 
tors to be considered in determining just and reasonable rate standards for 
gas sold in the areas therein delineated, are (1) existing and historical price 
structures; (2) pricing trends; (3) history and trends in gas production; (4) 
history of and trends in exploration and development; (5) available markets for 
gas; (6) trends in demands for gas; and (7) certain cost data. With respect to 
Items 1 through 6, it appears that the parties to the proceeding propose to 
present comprehensive data of an economic nature on an industry-wide basis. 
To the extent that similar data may be available for the Permian Basin area,’ 
we believe that they should be compiled and introduced in the formal record of 
these proceedings. To this end, we shall require the Commission staff to com- 
pile such data as may be available from Commission records with respect to 
jurisdictional sales in the Permian Basin area, and shall require the respond- 
ents herein to check such data; to indicate actual conditions of delivery and 
similar data for each jurisdictional sale; and to furnish additional data set 
forth in Appendix A** attached hereto. Appendix A requires, interalia, the 
submission of data with respect to natural gas reserves of the respondents for 


*Modified by orders issued September 18, and 25, 1961, 26 FPC 514 and 531, respectively. 

Reconsideration denied by order issue November 9, 1961, 26 FPC 721. Petition for 
review dismissed, 297 F. 2d 77 (CA5, 1961). 

118 CFR 2.56; 25 F.R. 13969 and 26 F.R. 3066. 

*Chaves, Eddy, and Lea Counties, New Mexico, Texas Railroad Commission District 
Nos. 7-c and 8. 

**Omitted in printing 
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a period of years. These data shall not be incorporated in the record in these 
proceedings pending further order of the Commission herein. 

The record of the prehearing conference and the presiding examiner’s report 
thereon indicate the preparation and presentation of cost data by the producers 
present two problems: (1) uncertainty whether the sample of producer costs will 
be representative; and (2) whether access would be granted all parties to the 
data underlying a cost presentation by the producers. We are of the opinion 
that in this, the first area rate proceeding, it is desirable that cost data be 
included in the record with respect to the operations of all producers in the 
area and these data, of course, should be made available to all parties to the 
proceedings. We stated in our order of April 5, 1961, herein that we recog- 
nized the problems of small independent producers in assembling cost data and 
that data required from such producers must be fitted to their type of opera- 
tions. We shall, therefore, at this time, require each respondent having com- 
pany-wide, jurisdictional sales of mare than 2,000,000 Mcf of natural gas during 
the year 1960 to submit appropriate cost data for that year of the character dis- 
cussed in our order of April 5, 1961. We shall susbequently issue a further order 
requiring respondents having jurisdictional sales of 2,000,000 Mcf or less during 
the year 1960 to submit cost data which we deem appropriate for producers in 
that category. 

Cost data to be submitted by each respondent having company-wide, jurisdic- 
tional sales of more than 2,000,000 Mcf during the year 1960 shall be those re- 
quired by Appendix B attached hereto. The basic data required by Appendix B* 
are set forth in 23 schedules, part of such schedules being applicable only to 
producers having gathering or processing operations. Appendix B also con- 
sists of explanations and instructions concerning the items of cost data re- 
quired in the schedules. Both the schedules and the explanatory material are 
derived in great part from the questionnaires proposed by the producers at the 
time of the prehearing conference and it is anticipated that the explanatory 
material will assist in the preparating of the cost data and will minimize the 
questions which will be raised in connection therewith. We shall direct the 
Commission staff to compile cost data required by this order in such manner 
as to be available for introduction in the formal record in these proceedings. 

The presiding examiner has certified to us for consideration a renewal of 
the motion by Slade, Inc., filed in these procedings on January 9, 1961, and 
denied by our order of February 3, 1961, herein, without prejudice to future con- 
sideration by the Commission. The motion generally proposes that after the 
determination of the appropriate level of rates on an area basis, the individual 
producer be given the opportunity to demonstrate the reasonableness of partic- 
ular rate or rates of such producer. We stated in our Statement of General 
Policy No. 61-1 that “our determination will be in the nature of setting a price 
for the gas itself from any source questioned and not necessarily a price appli- 
eable solely to the party proposing some other price.” We have further stated 
in our order of April 5, 1961, herein, that cost data should be developed on a 
group basis. In view of the purpose of this hearing, not only is it inappropri- 
ate to permit in the hearing presentations to demonstrate the reasonableness of 
particular rate or rates of individual producers, but it would appear that such 
presentations subsequent to the issuance of a general rate order would vitiate the 
purpose of the hearing. However, a ruling on the Slade motion at this time 
would be premature since the record in these proceedings has not been made 
and, therefore, action on the motion should be deferred until we have had an 


*Omitted in printing. 
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opportunity to review that record and consider all the information contained 
therein. 

On June 28, 1961, Sun Oil Company, a respondent in these proceedings, filed 
an appeal from the presiding examiner’s report of the prehearing conference 
Our rules make no provision for such an appeal nor has the presiding examiner 
ruled on any matters which would properly be the subject of an appeal at this 
time. The appeal of Sun Oil Company will therefore be denied. 

3ecause of the large number of parties involved in these proceedings the 
provisions as to service, as set out in Section 1.17 of the Commission’s Rules 
of Practice and Procedure® may be onerous. Therefore, it would be in the 
public interest to waive those provisions of the Rules and in lieu thereof provide 
that each party who desires to be served with copies of filings made by other 
parties to these proceedings, shall file an original and three copies of a request 
to be so served with the Secretary on or before September 1, 1961, with an at- 
tached certificate of service showing service of such request on all parties to 
these proceedings. On and after September 2, 1961, service of filings by the 
parties hereto shall be required only on those parties who have so indicated, and 
on staff counsel. Notices, orders or decisions of the presiding examiner or the 
Commission shall continue to be served on all parties to the proceedings. 

At the initial session of the hearing hereinafter ordered, and as directed by 
the presiding examiner, the respondents shall be afforded the opportunity to 
offer such relevant exhibits and testimony as they may desire to offer with 
respect to the economic aspects of the finding, producing, gathering, processing 
and sale of natural gas. In this initial session, as in all others, the presiding 
examiner, exercising all the powers of his office, is explicitly empowered to 
invoke the benefits resulting from the aforementioned prehearing conference to 
expedite these proceedings, where possible and proper and without derogation 
of the rights of any party, by grouping parties of common interests and thereby 
limiting the number of persons individually and actively participating, the num- 
ber of witnesses that may be heard upon any specific issue raised in these 
proceedings and the number of attorneys who may be permitted to examine or 
cross-examine on any such issue. In addition, the presiding examiner is ex- 
plicitly empowered to take such other steps as appear necessary and proper to 
further expedite these proceedings. 


The Commission finds: 


(1) It is necessary and appropriate in the public interest, and to aid in the 
enforcement of the provisions of the Natural Gas Act, particularly Sections 4, 
5, 7, 8, 10, 14 and 16 thereof, that the respondents herein be required to furnish 
certain data to the Commission, the Commission staff be directed to compile data, 
a date be set for the hearing herein, and procedures be prescribed for such hear- 
ing, all as hereinafter ordered. 

(2) Action on the motion by Slade, Inc., should be deferred and the appeal 
of Sun Oil Company should be denied. 

(3) It is appropriate and in the public interest that the Commission waive the 
provisions of Section 1.17(b) of the Commission’s Rules of Practice and Proce- 
dure with respect to service of documents in this proceeding to the extent here- 
inafter ordered. 


#18 CFR 1.17. 











250 FEDERAL POWER COMMISSION 







The Commission orders: 


(A) The Commission staff shall compile data with respect to each rate 
schedule on file with the Commission for the jurisdictional sale of gas from the 
Permian Basin area and shall, not later than September 11, 1961, forward to 
each respondent the data compiled with respect to such respondent’s rate 
schedules. Each respondent shall, not later than October 12, 1961, return 
such compiled data to the Secretary of the Commission with its comments 
concerning the accuracy of the data and shall furnish at the same time informa- 
tion regarding the actual conditions of delivery and similar data under each such 
rate schedule. 

(B) All respondents to these consolidated proceedings shall complete and on 
or before October 12, 1961, shall file with the Secretary of the Commission three 
copies of the data required by Appendix A entitled “Operating Data.” 

(C) All respondents to these consolidated proceedings having company-wide 
jurisdictional sales of more than 2,000,000 Mcf of natural gas during the year 
1960, shall complete and on or before December 29, 1961, shall file with the 
Secretary of the Commission three copies of the data required by Appendix B 
entitled “Costs and Statistics Pertaining To Oil and Gas Production, Exploration, 
Gas Gathering and Products Extraction Operations, Year 1960.” 

(D) The data furnished in compliance with paragraphs (A), (B), and (C) 
hereof shall be compiled in composite form by the Commission staff for introduc- 
tion in these proceedings. Such data furnished by the respondents as ordered 
herein shall not be available to any party other than the Commission or its staff 
until the data in composite form have been introduced in evidence in these 
proceedings. 

(E) Action on the motion by Slade, Inc., is hereby deferred and the appeal 
of Sun Oil Company is hereby denied. 

(F) All parties to these proceedings desiring to receive copies of filings made 
herein by other parties shall, on or before September 1, 1961, so notify the 
Secretary of the Commission by filing an original and three copies of a notice 
to that effect, with a certificate of service showing that a copy thereof has been 
properly served on all parties to these proceedings. On and after September 2, 
1961, the service required by Section 1.17(b) of the Commission’s Rules of 
Practice and Procedure shall be made on the parties filing the notices required 
by this paragraph and on staff counsel. 

(G) A public hearing shall be held commencing on October 3, 1961, at 
10:00 a.m. (EST) in a hearing room of the Federal Power Commission, 441 G 
Street N.W., Washington, D.C., concerning the just and reasonable rate or rates 
for the gas sold in the area hereinbefore set out. 

(H) At such hearing, the respondents shall present their direct case with 
respect to the economic issues in these proceedings. 

(I) Thereafter the presiding examiner shall control the progress of the hear- 
ing and shall, within the requirements of due process, take such action in con- 
nection with the presentation of evidence and the examination and cross-ex- 
amination of witnesses, as will prevent repetitious testimony or questioning and 
will otherwise expedite these proceedings. 

Commissioners Swidler and Morgan not participating. 

Commissioner Stueck participated in the adoption of this order before his 
death. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—18685; 
SKELLY OIL COMPANY, DOCKET NO. CI61-469 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued August 4, 1961) 


On June 2, 1959, El Paso Natural Gas Company (El Paso) filed in Docket 
No. G—18685 an application pursuant to Section 7(c) of the Natural Gas Act 
for a certificate of public convenience and necessity authorizing the construction 
and operation of certain natural gas facilities to increase by 1,800 horsepower 
the installed horsepower capacity at El Paso’s existing Eunice Field Plant, Lea 
County, New Mexico, to enable El Paso to compress approximately 21,000 Mcf 
daily of additional natural gas to be purchased and received from Phillips 
Petroleum Company (Phillips) under existing filed gas purchase agreements. 
Notice of this application was duly published in the Federal Register on October 
5, 1960 (25 FR 9576), setting date of public hearing for October 25, 1960. The 
hearing was convened on the date set and was recessed to a date thereafter to 
be fixed. 

On October 13, 1960, El Paso filed its first supplement to the aforesaid applica- 
tion, requesting authorization to construct and operate additional 1,600 horse- 
power compressor facilities at the Eunice Field Plant over and above the 1,800 
horsepower originally requested, to accommodate an additional 7,000 Mcf per day 
of natural gas to be taken from Phillips as a result of further expansion and 
development of gas production by Phillips. 

This October 13, 1960, supplement also seeks authorization to construct and 
operate approximately 8.8 miles of 12%-inch field pipeline, together with meter- 
ing facilities, to extend from the Skelly Oil Company (Skelly) Eunice Plant No. 
2 to El Paso’s Eunice Field Plant, all in Lea County, to enable El Paso to pur- 
chase and receive from Skelly up to approximately 46,000 Mcf of residue gas 
per day pursuant to a gas sales contract between El Paso and Skelly dated 
June 1, 1960. 

On September 23, 1960, Skelly filed an application in Docket No. CI61-469 
for a certificate of public convenience and necessity authorizing the sale to El 
Paso of residue gas from Skelly’s Eunice Plant No. 2 pursuant to the above-men- 
tioned gas sales contract of June 1, 1960. The subject gas has heretofore been 
and is presently being sold in intrastate commerce to Continental Carbon Com- 
pany (Continental) under a gas sales contract dated December 7, 1948. Con- 
tinental is negotiating with the Pakistanian Government to move its Eunice 
Factory to that country and the gas in question is to be released from 
commitment to Continental. 

The total estimated cost of El Paso’s facilities proposed in Docket No. G—18685, 
as supplemented, is $1,523,000, to be financed from retained earnings or by short 
term bank loans. 

The subject Docket Nos. G—18685 and CI61-469 were consolidated on March 8, 
1961, with the proceedings designated as Batez, Inc., et al., formerly W. D. 
Kennard, et al., Docket No. G-3196, et al., but by notice issued March 31, 1961, 
were severed therefrom for separate disposition. 

Temporary authorization was granted on January 9, 1961, to El Paso to con- 
struct and operate the facilities necessary to purchase and receive additional 
natural gas from Phillips as hereinbefore described. 
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Pursuant to due notice, a public hearing was held in Washington, D.C., on 
July 25, 1961, respecting the matters involved in and the issues presented by 
the applications herein. No petitions to intervene or protests to the granting of 
the applications have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation hav- 
ing its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of October 29, 1942, in Docket Nos. G-242 and G-257 (3 
FPC 851). 

(2) Applicant, Skelly Oil Company, an independent producer of natural gas, 
proposes to sell natural gas to El Paso in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, and 
upon commencement of the proposed sale will be a “natural-gas company” within 
the meaning of the Natural Gas Act. 

(3) The facilities to be constructed by El Paso, as hereinbefore described and 
as more fully described in the application, as supplemented, in Docket No. 
G-18685, are proposed to be used in the transportation and sale of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of El Paso’s existing pipeline system and the construction and operation 
thereof by El Paso are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(4) The sale of natural gas by Skelly to El Paso, as hereinbefore described 
and as more fully described in the application in Docket No. CI61-469, will be 
made for resale in interstate commerce, subject to the jurisdiction of the Com- 
mission, and such sale by Skelly, together with the construction and operation 
of any facilities subject to the jurisdiction of the Commission necessary therefor, 
is subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(5) El Paso and Skelly, respectively, are able and willing properly to do the 
acts and to perform the services proposea and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(6) The construction and operation of the facilites proposed by El Paso in 
Docket No. G—18685 and the sale of natural gas proposed by Skelly in Docket 
No. C1I61-469, together with the construction and operation by Skelly of any 
facilities subject to the jurisdiction of the Commission necessary therefor, are 
required by the public convenience and necessity and certificates therefor should 
be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (8), (c) (4) and (e) of Section 157.20 
of the Commission’s Rules and Regulations (18 CFR 157.20) should attach to 
the issuance of the certificate hereinafter granted to El Paso and to the exercise 
of the rights granted thereunder, and that the time within which construction of 
the facilities authorized by this order shal] be completed and said facilities 
placed in actual operation should be fixed at 6 months from the date on which 
this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 














FEDERAL POWER COMMISSION 253 


and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is here- 
by issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application, as 
supplemented, in Docket No. G—18685, for the transportation and sale of natural 
gas in interstate commerce as therein set forth, upon the terms and conditions 
of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) above and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities granted in paragraph (A) above 
shall be constructed and placed in actual operation is hereby fixed at six months 
from the date on which this order issues. 

(D) A certificate of public convenience and necessity be and the same is here- 
by issued authorizing the sale by Skelly Oil Company to El Paso Natural Gas 
Company of natural gas in interstate commerce for resale, together with the con- 
struction and operation by Skelly of any facilities subject to the jurisdiction of 
the Commission necessary therefor, as hereinbefore described and as more fully 
described in the application in Docket No. CI61-469. 

(E) The certificate granted in paragraph (D) above is not transferable and 
shall be effective only so long as Skelly Oil Company continues the acts or opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas Act 
and the applicable rules, regulations and orders of the Commission thereunder. 

(F) The grant of the certificate in paragraph (D) above shall not be con- 
strued as a waiver of the requirements of Section 4 of the Natural Gas Act or of 
Section 154 of the Commission’s Regulations thereunder requiring the filing of 
a rate schedule for the service herein authorized ; and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted by or against Skelly. 
Further, our action in this proceeding shall not foreclose nor prejudice any fu- 
ture proceedings or objections relating to the operation of any price or related 
provision in the gas purchase contract herein involved. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


HOPE NATURAL GAS COMPANY, DOCKET NO. G-16869; UNITED FUEL 
GAS COMPANY, DOCKET NO. G-17390 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued August 4, 1961) 


On October 31, 1958, Hope Natural Gas Company (Hope) filed in Docket No. 
G-—16869 an application pursuant to Section 7(c) of the Natural Gas Act for a 
certificate of public convenience and necessity authorizing the sale and exchange 
of natural gas with Atlantic Seaboard Corporation (Atlantic) and United Fuel 
Gas Company (United) pursuant to an agreement between the three aforesaid 
companies dated October 3, 1958, which agreement supplemented an original 
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agreement dated November 1, 1956 (as supplemented on November 7, 1957), by 
including thereunder certain additional acreage in the Blackwater Anticline 
Field and raising the maximum daily delivery by Hope to Atlantic (as author- 
ized by order issued March 81, 1958, in Docket Nos. G-12571, et al.) from 90,000 
Mef to 120,000 Mcf. 

The additional acreage involved hereunder consists of production properties of 
Columbian Carbon Company (Columbian) in the so-called Southern Extension of 
the Blackwater Anticline field from which the sale of gas by Columbian to Hope 
was authorized by order issued May 1, 1959, in Docket No. G—16678 (Docket 
No. G—16007, e¢ al.) 

On December 24, 1958, United Fuel Gas Company filed in Docket No. G—17390 
a related application pursuant to Section 7(c) of the Natural Gas Act for author- 
ization for the exchange of additional volumes of natural gas with Hope pur- 
suant to the above-mentioned supplemental agreement of October 3, 1958. 

No additional facilities will be required for the increased service proposed 
under the applications herein. The purpose of the proposals is the same as in the 
aforesaid Docket No. G—12571, et al., viz., “the delivery of larger volumes of 
natural gas to existing customers with a minimum of new construction while 
realizing a saving in transportation costs.” 

Temporary authority for the delivery, sale and exchange of natural gas as 
proposed in the application in Docket No. G-16869 was granted to Hope on 
December 17, 1958, but the total maximum deliveries by Hope were still limited 
to 90,000 Mcf per day. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
July 27, 1961, respecting the matters involved in and the issues presented by the 
applications herein. No petitions to intervene or protests to the granting of the 
applications have been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Hope Natural Gas Company, a West Virginia corporation 
having its principal place of business in Clarksburg, West Virginia, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of April 27, 1943, in Docket No. G—290 (3 FPC 994). 

(2) Applicant, United Fuel Gas Company, a West Virginia corporation having 
its principal place of business in Charleston, West Virginia, is u “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of March 1, 1944, in Docket No. G-341 (4 FPC 534). 

(3) The sale and exchange of natural gas pursuant to the supplemental agree- 
ment dated October 3, 1958, hereinbefore described, as more fully described in 
the applications in Docket Nos. G—16869 and G—17390, will be made in interstate 
commerce, Subject to the jurisdiction of the Commission, and such sales by Appli- 
cants, together with the construction and operation of any facilities subject to 
the jurisdiction of the Commission necessary therefor, are subject to the require 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) Applicants, Hope and United, are able and willing properly to do the acts 
and to perform the services proposed and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(5) The proposed sale and exchange of natural gas by Hope and United, to- 
gether with the construction and operation of any facilities subject to the juris- 
diction of the Commission necessary therefor, are required by the public 
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convenience and necessity and certificates therefor should be issued as herein- 
after ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act (18 CFR 157.20) should attach to the 
issuance of the certificates hereinafter granted to Applicants and to the exercise 
of the rights granted thereunder. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Hope Natural Gas Company to sell natural gas to 
Atlantic Seaboard Corporation and exchange natural gas with United Fuel Gas 
Company, and authorizing United Fuel Gas Company to exchange natural gas 
with Hope, pursuant to the supplemental agreement dated October 3, 1958, 
hereinbefore described, as more fully described in the applications in Docket 
Nos. G—16869 and G—17390, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the issuance of the certificates granted in paragraph (A) above 
and to the exercise of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Jeseph C. 
Swidler and Howard Morgan. 


INTERSTATE POWER COMPANY, DOCKET NO. CP61-268 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND DIRECTING SALE AND DELIVERY OF NATURAL GAS 


(Issued August 4, 1961) 


On April 13, 1961, as supplemented on May 22, 1961, Interstate Power Company 
(Applicant) filed in Docket No. CP61-268 an application pursuant to Section 7 
of the Natural Gas Act for a certificate of public convenience and necessity 
authorizing the construction and operation of approximately one mile of 4.5- 
inch O.D. lateral gas pipeline extending southwesterly from a proposed tap on 
Applicant’s existing 4.5-inch Fulton pipeline to the Village of Albany where 
Applicant proposes to construct and operate a natural gas distribution system, 
all in Whiteside County, Illinois. The subject application also requests an order 
of the Commission pursuant to Section 7(a) of the Natural Gas Act, directing 
Applicant’s present supplier, Natural Gas Pipeline Company of America 
(Natural), to sell and deliver natural gas to Applicant for resale in and around 
the Village of Albany, which community does not now have natural gas service, 


such deliveries to be within the volumes which Natural is presently authorized 
to sell and deliver to Applicant. 


The estimated cost of the one-mile extension pipeline and appurtenances pro- 
posed by Applicant under this application is $15,300, and the cost of the distribu- 
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tion system which Applicant proposes to construct in and around the Village of 
Albany is estimated to be, by the end of the third year of operation, $94,800. 
Financing will come from funds which Applicant proposes to raise by selling 
additional common stock and first mortgage bonds in May, 1961, totalling 
$13,000,000. Of this total sum, $6,000,000 is to repay bank loans and the 
remainder is to be applied to future construction plans, a part of which are 
the gas facilities to serve the Village of Albany. 

The estimated peak day requirements of the Village of Albany for the third 
year of proposed service are 309 Mcf of natural gas. Applicant presently 
receives gas from Natural at a connection near Hooppole, Illinois, pursuant to 
a service agreement with Natural dated September 15, 1960, and distributes such 
gas in the communities of Clinton, Iowa, and Fulton, Illinois. Natural filed on 
April 24, 1961, its answer to the application in the instant docket stating that 
it had no objection to the extension of the present service to include service to 
Albany, Illinois, with the understanding that Applicant does not expect any 
increase in contract demand by reason of the addition of the Albany service. 

Apnvlicant has received a franchise from the Village of Albany and a certificate 
from the Illinois Commerce Commission approving the project to serve Albany. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on July 
27, 1961, respecting the matters involved in and the issues presented by the 
application herein. No petitions to intervene or protests to the granting of the 
application have been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Interstate Power Company, a Delaware corporation having its 
principal place of business in Dubuque, Iowa, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order issued April 4, 1951, in Docket No. G—1547 (10 FPC 873). 

(2) Natural Gas Pipeline Company of America, a Delaware corporation hav- 
ing its principal place of business in Chicago, Illinois, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of October 13, 1942, in Docket No. G—235 (3 FPC 830). 

(3) The facilities for which Applicant seeks authorization, as hereinbefore 
described and as more fully described in the application in this proceeding, are 
proposed to be used in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and the construction and opera- 
tion thereof by Applicant are subject to the requirements of Subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(5) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the issuance of the certificate hereinafter granted to 
Applicant and to the exercise of the rights granted thereunder, and that the 
facilities authorized by this order should be completed and placed in actual 
operation within 1 year from the date on which this order issues. 
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(7) It is necessary and desirable in the public interest to direct Natural Gas 
Pipeline Company of America to sell and deliver natural gas to Applicant, under 
Natural’s appropriate rate schedules on file with the Commission and within 
the volumes which Natural is presently authorized to sell and deliver to Appli- 
cant, for resale by Applicant in and around the Village of Albany, Illinois, as 
described in the application in this proceeding. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Interstate Power Company to construct and operate the 
proposed facilities as hereinbefore described and as more fully described in the 
application in this proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (e) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) above and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of said Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act within 1 year of the date on which 
this order issues. 

(D) Natural Gas Pipeline Company of America be and it is hereby directed 
to sell and deliver natural gas to Interstate Power Company, under Natural’s 
appropriate rate schedules on file with the Commission and within the volumes 
which Natural is presently authorized to sell and deliver to Interstate Power 
Company, for resale in and around the Village of Albany, Illinois, as described 
in the application in this proceeding. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


MIDWESTERN GAS TRANSMISSION COMPANY, NORTHERN NATURAL 
GAS COMPANY, DOCKET NO. CP61-303 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued August 4, 1961) 


On May 29, 1961, Midwestern Gas Transmission Company (Midwestern) and 
Northern Natural Gas Company (Northern) (sometimes hereinafter referred 
to jointly as Applicants) filed a joint application in Docket No. CP61-303, pur- 
suant to Section 7(c) of the Natural Gas Act, for a certificate of public 
convenience and necessity seeking authorization to construct and operate facili- 
ties for the emergency exchange of natural gas at two existing interconnections 
of their systems. 

In Morrison and Chisago Counties, Minnesota, the 24-inch transmission pipe- 
line of Midwestern’s northern system intersects respectively Northern’s 12-inch 
Brainerd lateral and its 24-inch Duluth line. For a short period at these inter- 
connections, pursuant to Section 157.22 of the Commission’s Regulations, North- 
ern sold gas to Midwestern for the purpose of pigging, purging and testing 
the latter’s newly completed line. Applicants now seek authorization to main- 
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tain these interconnections on a permanent basis for use in the emergency 
exchange of gas. 

Applicants state that dual flow measuring facilities were left in place at the 
Chisago County interconnection following the initial sales of gas by Northern 
to Midwestern in 1960; however, a single flow meter at the Morrison County 
interconnection has been removed. Northern now proposes to install dual flow 
equipment at Morrison. Pursuant to an agreement, dated May 10, 1961, 
Northern has agreed to install, own and operate the Morrison County metering 
facilities and Midwestern will own, operate and maintain the existing Chisago 
County facilities. 

The cost of the Morrison County facilities is estimated to be $13,276, which 
cost will be financed by Northern from funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
on July 27, 1961, respecting the matters involved and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Midwestern Gas Transmission Company, a Delaware cor- 
poration having its principal place of business in Houston, Texas, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order issued May 12, 1959, in Docket No. G—16841 
(21 FPC 653). 

(2) Applicant, Northern National Gas Company, a Delaware corporation 
having its principal place of business in Omaha, Nebraska, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of April 6, 1943, in Docket No. G-280 (3FPC 967). 

(3) The facilities hereinbefore described, as more fully described in the 
joint application in this proceeding, are to be used for the emergency exchange 
and delivery of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission and the construction and operation of such facilities and the 
emergency exchange and delivery of natural gas are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) Applicants are able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) The construction and operation of the proposed facilities, operation of the 
existing facilities and the proposed emergency exchange and delivery of natural 
gas by Applicants are required by the public convenience and necessity and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (8), (c) (4) and (e) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued to Appli- 
cants and to the exercise of the rights granted thereunder, and that the con- 
struction of the facilities authorized by this order shall be completed and placed 
in actual operation within three months from the date on which this order 
issues. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
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and not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to the Applicants in this proceeding, jointly, authorizing the con- 
struction and operation of the proposed facilities and the operation of existing 
facilities all for the emergency exchange and delivery of natural gas as herein- 
before described, all as more fully described in the joint application herein and 
in the agreement, dated May 10, 1961, upon the terms and conditions of this 
order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (3), (e) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in 
actual operation as provided by paragraph (b) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act within three months from the 
date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


REPUBLIC NATURAL GAS COMPANY, DOCKET NO. RI61-422 
ORDER GRANTING REQUEST FOR AMENDMENT OF ORDER 
(Issued August 4, 1961) 


Republic Natural Gas Company (Republic Natural), on May 25, 1961, filed 
a request in this proceeding for amendment of the Commission’s order issued 
herein on May 12, 1961, 25 FPC 956, to provide for the deletion from paragraph 
(c) of the said order of the phrase “and such termination is without prejudice 
to any action the Commission may take with respect to the now invalidated 
Oklahoma minimum price order.” 

On March 10, 1961, Republic Natural submitted (1) a statement of release 
and discharge from all claims and demands, including those asserted by Cities 
Service Gas Company in Civil Action No. 360-159, Superior Court of the State 
of Delaware in and for the County of New Castle and in Case No. 2289, United 
States District Court for the District of Delaware, arising out of the sale of 
gas prior to June 3, 1956, under the contract comprising Republic Natural’s FPC 
Gas Rate Schedule No. 11; (2) a letter dated February 1, 1961; and (3) a 
notice of change executed March 1, 1961, increasing the level of rate to 15.00¢ 
per Mcf for gas produced in Guymon-Hugoton Field, Texas County, Oklahoma, 
and sold to Cities Service Gas Company. By order issued April 7, 1961, in this 
proceeding, the aforementioned tenders were designated as Supplement Nos 8, 9, 
and 10, respectively, to Republic Natural’s FPC Gas Rate Schedule No. 11, and 
were suspended until September 10, 1961, and thereafter until such further time 
as they are made effective in the manner prescribed by the Natural Gas Act. 

On April 14, 1961, in a petition for rehearing and reconsideration of the said 
suspension order, Republic Natural, inter alia, requested that Supplement No. 8 
be accepted for filing and be permitted to become effective without suspension. 


1This order which was corrected by erratum notice issued May 17, 1961, amended the 
suspension order issued herein on April 7, 1961. 
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By the aforementioned order issued May 12, 1961, the Commission granted Re- 
public Natural’s request insofar as the petition related to Supplement No. 8. 
This order contained the aforementioned provision that “such termination is 
without prejudice to any action the Commission may take with respect to the 
now invalidated Oklahoma minimum price order.” In its present pleading, 
Republic Natural requests deletion of that provision. 

The granting of Republic Natural’s petition will have the effect of resolving 
all rate problems for gas sold by it under its FPC Gas Rate Schedule No. 11, 
prior to February 1, 1958,’ and it would appear that this result would be in 
the public interest. 


















The Commission finds: 


Republic Natural’s request for amendment of the Commission’s order issued 
herein on May 12, 1961, as corrected by notice issued May 17, 1961, appears to 
be in the public interest and should be granted. 


The Commission orders: 








(A) That paragraph (C) of the order issued herein on May 12, 1961, as 
corrected on May 17, 1961, is amended to read as follows: 
(C) Docket No. RI61-422, as such relates to Supplement No. 8 to Republic 
Natural’s FPC Gas Rate Schedule No. 11, is hereby terminated. 
(B) In all other respects, the orders issued herein on April 7, 1961, and 
May 12, 1961, shall remain unchanged and in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 
TEXAS EASTERN TRANSMISSION CORPORATION, ALGONQUIN GAS 
TRANSMISSION COMPANY, DOCKET NO. CP61-288 

































FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued August 4, 1961) 





On May 8, 1961, Texas Eastern Transmission Corporation (Texas Eastern) 
Shreveport, Louisiana, and Algonquin Gas Transmission Company (Algonquin), 
25 Feneuil Hall Square, Boston 9, Massachusetts filed in Docket No. CP61—288 
a joint application pursuant to Section 7(c) of the Natural Gas Act for a certifi- 
cate of public convenience and necessity authorizing the sale of natural gas for 
resale by Texas Eastern to Algonquin and the sale of natural gas for resale by 
Algonquin to Consolidated Edison Company of New York, Inc., (Consolidated 
Edison), all as more fully set forth in the application. 

The purpose of this joint application is to provide a means of supplying an 
additional 3,000 Mcf of winter service gas to the northern section of the 
Westchester distribution area of Consolidated Edison. 

In lieu of the volume of gas authorized to be sold by Texas Eastern to Algon- 
quin and Consolidated Edison under order issued September 1, 1960, in Docket 
Nos. G—18968, et al., it is proposed that, with no change in total volume of gas 
sold, Texas Eastern sell a maximum daily quantity of 3,000 Mcf less gas to 
Consolidated Edison. It is then proposed that Texas Eastern sell a maximum 
daily quantity of 3,000 Mcf more gas to Algonquin, to put Algonquin in position 
to supply that quantity of gas to Consolidated Edison at delivery points in West- 


2 Date on which Supplement Nos. 6 and 7 to Republic Natural’s FPC Gas Rate Schedule 
No. 11 became effective subject to further orders of the Commission in Docket No. 
G-13062. 
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chester County. To this end it is further proposed that Algonquin be authorized 
to sell to Consolidated Edison under Algonquin’s Winter Service Rate Schedule 
a maximum daily quantity of 3,000 Mcf of natural gas, all of these changes to 
become effective November 16, 1961. 

The order issued September 1, 1960, in Docket No. G—18968, et al., authorized 
Texas Eastern to sell a maximum daily quantity of 45,000 Mcf and 73,740 Mcef, 
of natural gas under its winter service rate schedule to Consolidated Edison and 
Algonquin, respectively. The instant proposal will change such authorized 
volumes to 42.000 Mcf and 76,740 Mcf respectively. 

No new fac.i‘ties will be required by Applicants or Consolidated Edison to 
effectuate this proposal. 

There is no question of gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on July 
27, 1961, respecting the matters involved in and the issues presented by the appli- 
cation. No petition to intervene or protest to the granting of the application 
having been received, staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 130(c)(1) of its Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicants are “natural-gas companies” within the meaning of the Natural 
Gas Act as heretofore found by the Commission. 
» 


(2) Applicants are able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(3) The proposed sales of natural gas, as hereinafter described as more fully 
described in the joint application in Docket No. CP61-288, are required by the 
public convenience and necessity, and a certificate therfor should be issued as 
hereinafter ordered and conditioned. 

(4) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act (18 CFR 157.20), should attach to the 
certificate hereinafter issued to Applicants in Docket No. CP61-288, and to the 
exercise of the rights granted thereunder. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 
(ec) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity is hereby issued author- 
izing the following winter service in total maximum daily quantities (Mcf at 
15.025 psia), effective November 16, 1961; as proposed in the application in this 
proceeding : 

Texas Eastern to: 
Consolidated Edison _. 42,000 
Algonquin 

Algonquin to: Consolidated Edison 


(B) The general terms and conditions set forth in paragraphs (a) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) shall attach to the certificate issued herein and to the exercise 
of the rights granted thereunder. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


THE FIRST UTILITY DISTRICT OF MAURY COUNTY, TENNESSEE, 
DOCKET NO. CP61-267 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE OF 
NATURAL GAS 


(Issued August 7, 1961) 


On April 12, 1961, The First Utility District of Maury County, Tennessee 
(Applicant), filed an application in Docket No. CP61-267, as supplemented on 
May 23, 1961, for an order, pursuant to Section 7(a) of the Natural Gas Act, 
directing East Tennessee Natural Gas Company (East Tennessee) to establish 
physical connection of its transportation facilities with Applicant’s proposed 
natural gas distribution system in Maury County, Tennessee, and to sell natural 
gas to Applicant in sufficient quantity for local distribution to the public within 
Applicant’s boundaries in Maury County. 

Applicant proposes to construct and operate a distribution system with ap- 
purtenant facilities and to receive gas from East Tennessee at or near the 
pipeline crossing of U.S. Highway 43 near the south corporate limits of the Town 
of Mount Pleasant (Mt. Pleasant) in order to render natural gas service in 
Mt. Pleasant and environs for domestic and commercial service and public 
authorities. 

The application shows the following estimated annual and peak day gas 
requirements : 


Mef at 14.73 psia_ 
Year of Operation: Annual Peak day 


I a iil ca eile tcp i 74, 298 715 
I iii i ite goa i in ca li 96, 715 964 
3 


sii Ales ila cn cei 112, 074 1, 131 

The total cost of Applicant’s proposal is estimated to be $350,000, which cost 
will be financed by issuance of Natural Gas Revenue Bonds. 

Applicant has contracted with Harbert Construction Company (Harbert) to 
construct the proposed system, and Harbert has agreed to purchase the neces- 
sary bonds to construct the proposed system. 

On May 11, 1961, East Tennessee filed an answer to the application stating 
that it has the pipeline capacity and gas supply available to serve Applicant 
and has no objection to a Commission order directing the sale. 

Due notice of the filing of the application and opportunity for hearing thereon 
has been given by publication in the Federal Register on June 30, 1961 (26 FR 
5911). No protest or petition to intervene has been filed in this proceeding. 


The Commission finds: 


(1) East Tennessee Natural Gas Company, a Tennessee corporation with its 
principal place of business in Knoxville, Tennessee, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of May 3, 1949, in Docket No. G—1065 (8 FPC 836). 

(2) Applicant is a public entity organized under the laws of the State of 
Tennessee and authorized to construct and operate gas distribution facilities 
and to distribute and sell natural gas to the public. 

(3) It is necessary and desirable in the public interest that East Tennessee 
be directed to establish physical connection of its natural gas transportation 
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eystem with the proposed distribution system of Applicant and to sell and de- 
tiver up to 1,131 Mcf of natural gas per day at 14.73 psia to Applicant, as set 
forth in the application, as supplemented, and as hereinafter ordered and 
conditioned. 

(4) The requirement that East Tennessee serve Applicant, as proposed, will 
not place any undue burden upon East Tennessee nor impair its ability to render 
adequate service to its existing customers. 


The Commission orders: 


(A) East Tennessee Natural Gas Company be and it is hereby directed to 
establish physical connection of its natural gas transportation system with the 
proposed distribution system of Applicant, and to sell and deliver up to 1,131 
Mcf of natural gas per day at 14.73 psia to Applicant, all as hereinbefore de- 
scribed and as set forth in the application, as supplemented; Provided, however, 
That Applicant shall be prepared to receive gas from East Tennessee within 
one year from the date on which this order issues. 

(B) Bast Tennessee shall report to the Commission in writing and under 
oath the date of commencement of service to Applicant. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


MIDWESTERN GAS TRANSMISSION COMPANY, DOCKET NO. G—18313 
ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued August 7, 1961) 


Midwestern Gas Transmission Company has advised the Commission by 
letter date June 20, 1961, that it actually constructed the following facilities in 
lieu of those authorized by the Commission’s order issued October 31, 1959 
(Opinion No. 331, 22 FPC 775) : 


Actual Authorized 
Noyes Station units___- 3—1,700 horsepower; 4—1,320 horsepower units 
total, 5,100 horse- total, 5,280 horsepower. 
power. 
Staples Station units_.... 3—1,700 horsepower; 4—1,320 horsepower units 
total, 5,100 horse- total, 5,280 horsepower. 
power. 


The Commission finds: 


It is appropriate in carrying out the provisions of the Natural Gas Act and 
the public convenience and necessity require that the certificate heretofore 
issued in Docket No. G—18313 be amended as hereinafter ordered. 


The Commission orders: 


(A) The certificate of public convenience and necessity heretofore granted 
by the Commission's order issued October 31, 1959, in Docket No. G—-18313 (22 
FPC 775) is hereby amended to authorize the construction and operation of 
three 1,700 horsepower compressor units and appurtenances at each of Mid- 
western’s Noyes and Staples Compressor stations in lieu of the four 1,320 horse- 
power compressor units and appurtenances at each of those stations. 

(B) In all other respects, said certificate shall remain unchanged and in full 
force and effect. 
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Before Commissioners: Arthur Kline, Acting Chairman; Joseph C. Swidler, 
and Howard Morgan. 


NORTHERN STATES POWER COMPANY, DOCKET NO. E-7001 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued August 8, 1961) 


By order issued July 26, 1961, 26 FPC 197, in the above-entitled matter, the 
Commission authorized Northern States Power Company (Applicant) to issue 
and sell at competitive bidding $20,000,000, principal amount of First Mortgage 
Bonds, Series due 1991, subject. among others, to the provisions set forth in para- 
graph (B) of that order, as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k) (3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding require- 
ments and Section 34.2(k)(4) of those Regulations relating to affiliation, 
and shall have either filed such amendments or shall have mailed them 
and advised the Commission by telephone and telegram as contemplated by 
Section 34.9 of the Regulations. 

(ii) The Commission shall have approved the price to be received by 
Applicant for the Bonds and the interest rate thereof, by a further order. 

Applicant, on August 8, 1961, filed an amendment, pursuant to the require- 
ments of the afore-mentioned Commission order, setting forth, among other 
things, that it proposes to accept as providing the lowest annual cost of money 
to it the joint bid of Merrill Lynch, Pierce, Fenner & Smith, Incorporated; 
Kidder, Peabody & Co., and White, Weld & Co. to purchase the proposed issuance 
of $20,000,000, principal amount of Bonds, for the price of 99.649 percent of 
principal amount, with an interest rate of 4% percent. 


The Commission finds: 


(1) Applicant has satisfactorily compiled with the requirements of paragraph 
(B) of the Commission’s order issued July 26, 1961, in the above docket, and 
under the bid it proposes to accept for the Bonds, the price to be received by 
Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above, are authorized, subject only to 
the provisions of paragraphs (A), (C), (D) and (E) of the Commission’s order 
issued July 26, 1961, in the above docket. 
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ST. LAWRENCE GAS COMPANY, INC., DOCKET NOS. G-—17500, G—17501 ; 
NEW YORK STATE NATURAL GAS CORPORATION, DOCKET NO. 


G-17579 


OPINION AND ORDER AUTHORIZING IMPORTATION OF GAS AND DENYING CERTIFICATE OF 
PUBLIC CONVENIENCE AND NECESSITY 


(Issued August 8, 1961)* 
Syllabus 


. 90 percent take-or-pay for provision in St. Lawrence’s gas supply contract, 
while unduly high, will not be practical detriment since load factor for 
purchases will be higher than 90 percent. P. 270. 

2. Although there are some considerations in favor of New York Natural on gas 
supply, St. Lawrence’s project, using Canadian gas, is to be preferred since 
it appears to have sufficient gas supplies, both in form of reserves and in 
capacity to bring them to market, while New York Natural’s project leaves 
at least some doubt as to sufficiency of its gas supplies. P. 272. 

3. Distinguishing American Louisiana case Commission finds developmental rate, 
as here proposed, contrary to public interest and preferential to New York 
Natural and Niagara Mohawk. P. 272. 

. While economic feasibility of St. Lawrence project has been shown, New York 
Natural’s showing as to economic feasibility, even on an incremental basis, 
was not complete, and in no way supports feasibility of its proposal on a 
system basis. P. 275. 

5. Commission denies application of New York State Natural Gas Corporation 
for certificate of public convenience and necessity under Section 7 of the 
Natural Gas Act. P. 276. 

. Commission authorizes importation of natural gas from Canada by St. 
Lawrence Gas Co. under Section 3 of the Natural Gas Act and issuance of 
Permit under Executive Order 10485 covering facilities necessary for such 
importation, subject to favorable recommendations of Secretaries of State 
and Defense. P. 275. 


Leonard Garment, Clarence W. Walker and Patrick G. Sullivan for St. 
Lawrence Gas Company, Inc. 

Richard J. Connor, Christopher T. Boland, Thomas F. Brosnan, Thomas F. 
Ryan, Jr., C. William Cooper, G. Kirby Herrington, Richard B. Gordon and 
Norman A. Flaningam for New York State Natural Gas Corporation. 

Lauman Martin, James A. O’Neill and Herman B. Noll for Niagara Mohawk 
Power Corporation. 

W. C. Braden, Jr., Lambert McAllister and A. T. Beckstrand for Tennessee 
Gas Transmission Company. 

McGrath and McGrath, James A. Gammon, R. BE. L. Hall and Welly K. Hopkins 
for Fuels Research Council, Ine., National Coal Association, United Mine 
Workers of America and Anthracite Institute. 

Robert L. Russell and Lloyd E. Dietrich for the Staff of the Federal Power 
Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 

MorGan, Commissioner: These proceedings involve competing applications 
by St. Lawrence Gas Company, Inc. and New York State Natural Gas Corpora- 
tion both of which seek to provide for new gas service in the Massena-Ogdens- 


*Designated Commission Opinion No. 347. Initial decisions appear on p. 276 and p. 299. 
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burg area along the St. Lawrence River in northern New York State. St. 
Lawrence proposes to import and distribute gas from Canada; New York 
Natural proposes to sell gas produced in the United States to Niagara Mohawk 
Power Corporation for distribution in the same general area. The presiding 
examiner issued a decision on April 8, 1960, and, after reopening by the Com- 
mission, issued a second decision on May 12, 1961. In both decisions the ex- 
aminer found in favor of the St. Lawrence project and against the New York 
Natural project. Exceptions to the second decision were filed by New York 
Natural and Niagara Mohawk. 

As set forth by the examiner, St. Lawrence is a recently organized New York 
Corporation and a wholly owned subsidiary of The Consumers’ Gas Company, a 
Canadian Corporation which distributes gas in the Province of Ontario. In 
Docket No. G-17500, St. Lawrence seeks authorization under Section 8 of the 
Natural Gas Act to import 16,710 Mcf on a peak day or 3.765.700 Mef?* an- 
nually at a point about twevle miles northeast of Massena. St. Lawrence would 
purchase the gas from an affiliate, Niagara Gas Transmission, Ltd., which in 
turn would purchase the gas from Trans-Canada Pipe Lines, Ltd. and transport 
it 8.6 miles to a connection at the international boundary with St. Lawrence's 
pipeline. In Docket No. G-17501, St. Lawrence, pursuant to Executive Order 
No. 10485, has applied for a permit authorizing the construction, operation, 
maintenance and connection at the international boundary of natural-gas facili- 
ties for the importation. These would consist of 1000 feet of 12-inch pipeline 
on a bridge of Cornwall International Bridge Co., Ltd., over the St. Lawrence 
River, adjacent to Cornwall Island connecting with the pipeline of Niagara, Ltd. 

St. Lawrence proposed to sell and distribute the natural gas in a portion of 
St. Lawrence County, New York. It would construct approximately 75 miles 
of transmission lines and laterals beginning at the point of delivery from 
Niagara, Ltd. extending some 7 miles to Massena, New York and terminating at 
Ogdensburg. It would serve 11 townships,’ including 7 municipalities, having 
a population of approximately 79,000 in 1960. As discussed further below, St. 
Lawrence showed a demand for its gas through market studies including esti- 
mates of population and use of gas per customer along with letters of intent to 
purchase gas from the industrial customers. It estimates that gross plant 
investment would be $5,893,000 at the end of the third full year of operation. 

New York Natural is one of the six operating companies of Consolidated 
Natural Gas Co., a large integrated natural-gas system in West Virginia, Ohio, 
Pennsylvania and now has applied for a certificate of public convenience and 
necessity in Docket No. G-17579 under Section 7(c) of the Act authorizing it to 
sell additional gas to Niagara Mohawk. Delivery would be made at present 
points of delivery near Syracuse; and Niagara Mohawk would transport the 
gas through an existing pipeline some 100 miles to Watertown, New York. 
From there ‘Niagara Mohawk proposes to construct a transmission line approxi- 
mately 100 miles long extending in a northeasterly direction through Ogdens- 
burg and Massena to Malone, New York, with laterals to adjacent communities. 
It is apparent that Niagara Mohawk must transport the gas much greater 
distances to reach the areas of distribution, particularly the comparatively large 
load at Massena, than would St. Lawrence. This basic difference between the 
projects is reflected in their respective economic feasibilities discussed below. 

Niagara Mohawk’s plan contemplates service in St. Lawrence, Jefferson and 
Franklin Counties to 26 townships including 17 municipalities having a popula- 


2 All volumes of gas mentioned herein are at a pressure base of 14.73 psia. 
2The word “township” is employed herein to indicate a geographical area although the 
record shows that the word ‘“‘town” is used in New York State. 
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tion in 1960 of approximately 127,000. Like St. Lawrence, Niagara Mohawk 
presented market estimates at the reopened hearing. As discussed further 
below, the majority of the letters received from potential industrial customers 
did not refer to Niagara Mohawk’s industrial rate which would, in a number 
of instances, be higher than the equivalent cost of the present fuel or might not 
be enough lower to make the change economical. Total plant investment in 
Niagara Mohawk’s project would be $14,283,874 in the third year of operation. 

Intervention was permitted by Niagara Mohawk, Tennessee Gas Transmission 
Company and certain coal interests * and after a consolidated hearing and briefs 
the examiner rendered his first decision on April 8, 1960. His basis for finding in 
favor of St. Lawrence was that in his opinion (1) St. Lawrence had a more 
adequate and reliable gas supply than New York Natural; (2) it was in the 
public interest to use Canadian gas rather than use heavily drawn-upon United 
States reserves; (3) New York Natural proposed a discriminatory and preferen- 
tial developmental rate and (4) St. Lawrence had made a satisfactory showing 
of the economic feasibility of its project while the economic feasibility of the 
Niagara Mohawk project was deficient. 

Subsequent to the examiner’s first decision, the National Energy Board of 
Canada denied Niagara Gas’ application for a license to export gas, but on 
further application did grant such a license on May 31, 1960.4 As a result of the 
Board’s treatment of the application certain changes were necessary in the 
exhibits, so that by our order of July 27, 1960, we reopened the proceedings to 
permit the parties to adduce such additional evidence as might be material and 
relevant. Further hearings were held in the latter part of 1960 and briefs were 
exchanged in which Niagara Mohawk supported the application of New York 
Natural; the Coal interests opposed the granting of either of the applications; 
and the staff recommended that the St. Lawrence application be granted and 
the New York Natural application be denied. The examiner in his second deci- 
sion dated May 12, 1961, found that there was no occasion for departing from 
his previous decision granting the applications of St. Lawrence and denying 
the application of New York Natural. 

On the basis of the record at both hearings, the examiner’s decisions, the 
briefs and the exceptions, we also find that in this competitive proceeding St. 
Lawrence should prevail. We do not agree with the Coal interests that both 
projects are subject to such deficiencies that neither should be approved. In 
arriving at this conclusion we have compared the two projects with respect to 
the issues raised between the parties now to be discussed. Some of these issues 
relate largely to gas supply while the remainder relate to the markets and 
economic feasibility of the projects. 


Gas SUPPLY 


Looking first at the St. Lawrence project, we note that the examiner found 
the Trans-Canada gas reserves sufficient since they had a life of 1314 years 
and since future growth could be expected. In his second decision he quoted 
the National Energy Board of Canada in a Report to the Governor in Council, 
dated March 31, 1960, to the effect that after supplying Canada’s domestic needs 
and after granting all export licenses under consideration, in all of Canada 
there would remain 9.3 trillion cubic feet of established reserves estimated to 
be surplus as of the time of the report and 46 trillion cubic feet as of 1989. 


3Fuels Research Council, Inc., National Coal Association, United Mine Workers of 
America and Anthracite Institute. 

4 Niagara Gas Transmission Limited, National Energy Board, Report to the Governor 
in Council, May 31, 1960. 
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As quoted by the examiner, the National Energy Board stated that it would be 
possible to grant the export licenses without exceeding the surplus remaining 
after due allowance has been made for the reasonably foreseeable requirements 
for use in Canada. The examiner had found in his first decision that the total 
reserves dedicated to Trans-Canada under firm contract as of October 9, 1959, 
amounted to 7.210 trillion cubic feet. The record supports the examiner in 
finding that Trans-Canada’s reserves have a life of approximately 13% years 
commencing with the year 1961, and while the St. Lawrence project will not 
commence service until a later date, the 1314-year life would be representative 
of a period of service commencing at any time in the near future because of the 
predicted expansion of Trans-Canada’s reserves. 

New York Natural contends that the estimates made as to the deliverability 
of Trans-Canada’s reserves did not take into account increased requirements in 
Canada. However, these estimates were based on the present reserves. The 
record shows that during the six years before 1959 the average rate of growth 
in the gas reserves of Alberta has been approximately 2 trillion cubic feet per 
year, and this rate of growth should continue in the future. There is no doubt 
that Trans-Canada commands gas reserves sufficient for this sale, and St. 
Lawrence's gas supply is protected by the National Energy Board license, at 
least until June 30, 1980, when the license expires. 

As already indicated, one basis for the examiner's decision is the fact that the 
St. Lawrence project would utilize the extensive Canadian reserves with a 
resultant saving of the United States reserves. In view of the decline in the 
reserve life index of proved recoverable reserves in the United States, and the 
increasing use of gas, a matter which has come to our attention incessantly, we 
agree with the examiner that this is a factor which weighs in favor of the 
St. Lawrence project. Perhaps we would not put it as strongly as he does 
because there are opposed factors mentioned by New York Natural such as a 
possible flow of dollars to Canada and loss of investment in the United States. 

New York Natural contends that the Commission has never permitted importa 
tion for service to a wholly dependent area where a domestic supply is available. 
As the examiner points out, we have decided that a project may be approved 
that is wholly dependent on Canadian gas. Midwestern Gas Transmission Co., 
16 FPC 466, 488. We have sufficient faith in our neighbor nation to do this 
with confidence, just as we did in Pacific Gas Transmission Company, 24 FPC 
134, where we permitted the import of Canadian gas and relied on “the principle 
of international comity and mutual responsibility” as between the United States 
and Canada. Under the circumstances, we can properly find that the importa- 
tion of Canadian gas is to be preferred to the use of the domestic supply and is 
in the public interest. 

The record shows that Trans-Canada has or will have sufficient capacity to 
meet its obligations to its customers including Niagara. At the reopened hear- 
ing an engineering witness for Trans-Canada introduced revised location of 
facilities maps and flow diagrams. These showed the current system design and 
the proposed system design through 1963-1964. There was some dispute in the 
briefs based on certain testimony as to how much additional capacity Trans- 
Canada must build in the form of compressor horsepower. However, the testi- 
mony and the flow diagrams represent to us that Trans-Canada has or will 
have sufficient capacity to meet its obligations including its obligations to 
Niagara. 

New York Natural does point out that the Trans-Canada line is a single line 
which would be vulnerable to a breakdown. This is a factor to be considered 
but the examiner rightly states that there are alternative facilities able to supply 
Trans-Canada’s eastern customers in the event of such a breakdown. These 
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include facilities of Ontario Natural Gas Storage and Pipelines Ltd. and the 
Tennessee Gas Transmission System which connect with Trans-Canada; and 
peak-shaving and underground storage facilities of Consumers. 

Coming now to the gas supply directly available to Niagara, Ltd. and thence 
to St. Lawrence, the record shows that the National Energy Board of Canada 
has issued an export license to Niagara, Ltd. for the period May 31, 1960, to 
June 30, 1980, to the extent of the maximum volumes proposed, that is, 3,765,700 
Mcf annually and 16,710 Mcf daily. While there are no storage facilities directly 
available for the service proposed, the first year Trans-Canada will supply peak- 
ing services to the extent of 2,000 Mcf daily and 30,000 Mcf during the season 
and the record indicates that it may be available in later years. After that 
St. Lawrence will have to install propane peak shaving facilities, which St. 
Lawrence says will supply 34 percent of its peak day send-out in the third full 
year of the project. Trans-Canada also agrees to make available to Niagara, 
Ltd. overrun interruptible service and seasonal off-peak contracted demand 
service discussed further below. 

New York Natural shows on the record that the design of Trans-Canada's 
pipeline does not make allowance for the winter peaking service, but the testi- 
mony of Trans-Canada’s engineer shows that the winter peaking service rep- 
resents such a small amount of additional gas that it could be moved through 
the pipeline from Alberta; failing this it could be supplied from line pack or 
it could be supplied by displacement from storage service, that is presumably 
rendered for the benefit of other customers. The record also shows that the 
line has sufficient capacity for the proposed authorized overrun interruptible 
service and the seasonal off-peak contracted demand service. 

One problem concerning the gas supply to the St. Lawrence project that has 
been argued at some length is the effect of the license issued by the National 
Energy Board of Canada. New York Natural and the Coal interests emphasize 
the limitations in the license. The Board stated in issuing the license: ° 

* * * the Board cannot undertake to issue a licence in the future to meet 
any incremental demand in the export market area to be supplied by Niagara 
Gas. The Board is required to consider each application for an export 
licence in the circumstances existing at the time of the application and, 
of course, the Board cannot commit the Governor in Council to validate any 
licence which the Board might issue in the future. 

The licence, therefore, will be issued on a clear understanding by all 
parties concerned that the decision herein does not imply any responsibility 
to approve any subsequent application for additional gas or for a longer 
term of export. The licence is also issued on the clear understanding that 
the market to be served is limited to the St. Lawrence County of New York 
State. 

While the limitation is a detriment, we agree with the examiner that this 
procedure is generally followed by regulatory agencies. A similar caveat was 
employed in the opinion of the Board issued in March 1960,° with respect to the 
export of Trans-Canada-gas at Emerson, Manitoba, in accordance with our 
opinion in Midwestern Gas Transmission Co., et al., 22 FPC 775. As to the 
limitation to St. Lawrence County, the Board specifically stated that it had not 
taken into account the requirements for a more extensive area. 


5 Niagara Gas Transmission Limited, National Energy Board, Report to the Governor in 
Council, May 31, 1960. 

* Trans-Canada Pipe Lines Limited, et al., National Energy Board, Report to the Gov- 
ernor in Council, March 1960, Section 12, page 13. 
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As to the cost for the supply of gas, we find that Niagara, Ltd. will sell gas to 
St. Lawrence at the same rate it purchases from Trans-Canada plus a cost of 
service charge. The Trans-Canada-Niagara, Ltd. contract includes (1) a firm 
service involving a two-part contract demand rate running for 20 years (demand 
charge initially $6.40 per Mcf of daily contract demand per month and com- 
modity charge 31 cents per Mcf), (2) a seasonal off-peak service for 3 years at 42 
cents per Mcf, (3) an authorized overrun interruptible service running for 3 
years at 36% cents per Mcf and (4) winter peaking service for the first year at 
75 cents per Mcf. New York Natural argues that the two-part rate, which has 
a 90 percent annual minimum take-or-pay-for provision, could create problems 
as the area develops and the load factor decreases with increasing use of gas for 
heating. A two-part rate is so customary and so well-devised to reflect costs 
that we do not find that the project is at a disadvantage because such a rate is 
used for the gas supply. The 90 percent take-or-pay-for provision is unduly high, 
but since the load factor for St. Lawrence’s purchases will be higher than 90 per- 
cent according to the evidence submitted, this feature of the proposed sale will 
not be a practical detriment. 

Turning to the gas supply of the New York Natural-Niagara Mohawk project, 
we note that the gas requirements of the Consolidated system were supplied in 
1958 to the extent of 27 percent from its own production and field purchases and 
the remaining 73 percent by purchasing from several pipelines. New York 
Natural, itself, purchases gas from Hope Natural Gas Company, Texas Eastern 
Transmission Company, Tennessee Gas Transmission Company, and Transconti- 
nental Gas Pipe Line Corporation (Transco). New York Natural contends that 
the Consolidated system has an excess of supplies over requirements for the 
period 1961-64. The record shows that this is true for the years 1961-63, but 
that in the year 1964 supply. and requirements appear to be in balance so that it 
is a matter of uncertainty, as found by the examiner, whether the Consolidated 
system can meet the demands of colder than normal weather in that year and 
later years. 

New York Natural seeks to strengthen its gas supply showing by referring to 
the extensive interconnections of itself and the Consolidated system. It also 
shows that the system has large storage areas, and that New York Natural 
operates seven storage pools itself and is the operator and owner of a one-half 
interest in the Leidy Storage Pool. Testimony of its witness is to the effect 
that the Consolidated system’s storage inventories are large enough to meet 
the additional requirements of its customers in the event of colder-than-normal 
weather. New York Natural has shown that it has commitments for an in- 
creased gas supply as follows: (1) 10 million Mcf annually from Transco; 
(2) upon notice an additional 15 million annually each from Transco and from 
Texas Eastern in connection with future development of the Leidy Pool. It 
also pointed out that the East Ohio Gas Company, a member of the Consolidated 
system, would obtain 11 million Mcf annually from Panhandle. Both New 
York Natural and Niagara Mohawk allege that they contemplate an alternative 
supply from Canada themselves. They say that a gas pipeline has been in- 
stalled in the Iroquois Lock and Dam on the St. Lawrence River and that they 
have offered to purchase Canadian gas. This arrangement, they say, would 
benefit the area with a dual source of supply and would be advantageous to 
consumers in both counties. Of course, this last is merely contemplated and has 
not been firmed by contracts with Canadian companies or approved by the 
Canadian authorities. 

The evidence clearly does not show that the Consolidated system and New 
York Natural would be unable to meet the requirements of Niagara Mohawk 
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for the new service. Substantial supplies of gas are available in addition to 
those shown in New York Natural’s supplies and requirements exhibit. Never- 
theless there remains doubt as to just how much gas will be required under all 
conditions in colder-than-normal winters, so that there still exists some of the 
uncertainty found by the examiner with respect to 1964 and later years. 

New York Natural’s rate to Niagara Mohawk, unlike the two-part demand- 
commodity rate to St. Lawrence, would be a single commodity rate which the 
company contends will not create the problems of the demand-commodity rate as 
the heating load increases. However, New York Natural proposes to use a 
developmental rate for its service to Niagara Mohawk. This involves a 3-year 
10-percent discount from the regular Zone 4 contract requirements rate of 55.48 
cents per Mcf. New York Natural proposes to incorporate a similar develop- 
mental provision in its Zone 3 contract requirements rate schedules. As no con- 
tract requirements service is presently being rendered in Zones 1 and 2, New 
York Natural proposes no developmental rate for those zones at this time. 

In view of the considerable controversy on the record regarding the proposed 
developmental rate and in order that our position with respect thereto be not 
misconstrued, it is appropriate that we discuss this issue at some length. 

During the course of the hearings, the examiner sustained a motion of St. 
Lawrence to strike from the record all evidence relating to the developmental 
rate, and New York Natural presented us with an appeal from that ruling. 
The question before us at that time, on the examiner’s certification of the dis- 
puted evidence and pertinent portions of the record was whether the proposed 
developmental rate must be filed as a change of rate under Section 4(d) of the 
Act before it may properly be considered as evidence in a Section 7 proceeding 
involving the issuance of a certificate of public convenience and necessity. In 
our order issued December 16, 1959, 22 FPC 1048, we reversed the examiner’s 
ruling saying: 

We think a certificate proceeding under Section 7 of the Act, while not 
the place finally to determine the propriety of a change in the form of rate 
schedules, it may be, as in the instant case, a time when the change in rate 
schedule may be a relatively important factor in determining which, if 
either, of the competitive applications should be granted as being required 
by the public convenience and necessity. This is not to say, however, 
that even though the proposed change in rate schedule may be considered in 
connection with the determination of the public convenience and necessity 
the applicant need not comply with the filing requirements of Section 4 of 
the Act and our Rules and Regulations thereunder. 

Subsequently on March 15, 1961, New York Natural filed its proposed de- 
velopmental rate as a change in rate pursuant to Section 4 of the Act. Our 
order of April 28, 1961, in Docket No. G—-19087 suspended the proposed rate filing 
until May 2, 1961, when it became effective pursuant to an appropriate motion 
filed by New York Natural. 

New York Natural contends that the question of the developmental rate has 
been rendered moot by, our order of April 28, 1961, in Docket No. G—19087. 
However, such argument misinterprets the effect of the Commission’s order 
which suspended the rate and provided for hearing at an appropriate future 
date with respect to its lawfulness. 

The examiner holds that a developmental rate that applies only to “contract 
requirements” customers in Zones 3 and 4 and not to Zones 1 and 2° nor to 
“contract quantity” customers anywhere is discriminatory. Further, the 


™We are aware that New York Natural says it will make its developmental rate avall- 
able to contract requirements customers, present or future, on a uniform basis. 
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examiner states that there is no showing on the record that the developmental 
rate would generate significant new * business or that a developmental period of 
three years is appropriate. He also notes that the load factor of the proposed 
sale to Niagara Mohawk will be substantially higher than the load factor appli- 
cable to other sales by New York Natural. In addition, the examiner is of the 
opinion that the new service to Niagara Mohawk at the preferential rate pro- 
posed would compel the other customers of New York Natural to carry an undue 
financial burden. On this last it appears that in computing the incremental 
costs of the new project, New York Natural failed to include operating and 
maintenance expenses or depreciation in connection with necessary additional 
compressor horsepower and failed to include any rate of return on necessary 
additional facilties including pipeline and the additional compressor horsepower. 
Furthermore, New York Natural did not assign costs of its system to the new 
sale including transportation facilities and storage pools. Thus in comparing 
them the New York Natural project requires a developmental rate while the 
St. Lawrence project does not. 

The justness and reasonableness of New York Natural’s proposed develop- 
mental rate is not anissue here. In our discussion of the developmental rate, we 
do not atempt to pass on its lawfulness at this time nor should our intention 
be so construed. <A public hearing for that purpose has been contemplated by 
our April 28 order in Docket No. G—19087. Our consideration of the develop- 
mental rate at this time is solely in connection with the determination of the 
public convenience and necessity of the competitive applications in these pro- 
ceedings. It was for that purpose alone that evidence relating to the develop- 
mental rate was permitted in the record. 

In our opinion the use of the developmental rate as here proposed for the 
sale to Niagara Mohawk in this competitive proceeding is not in the public 
interest. That is not to say that developmental rates never serve the public 
convenience and necessity. As we said in American Louisiana Pipe Line Co., 16 
FPC 897, 903-904, it is not uncommon for natural gas companies to provide 
developmental rates which are generally intended to assist a new natural-gas 
distributor or market area in converting to or initiating natural-gas service. 
A new market area is to be developed here, but the developmental rate would 
transfer a considerable financial burden to the other customers of New York 
Natural or to the stockholders of the Consolidated system. In this competitive 
proceeding such a result detracts from the public convenience and necessity of 
the New York Natural-Niagara Mohawk project. To permit the use of the 
developmental rate would be preferential to New York Natural and Niagara 
Mohawk in this proceeding. 

On gas supply, we conclude that St. Lawrence’s project is to be preferred. It 
appears to have sufficient gas supplies, both in the form of reserves and in the 
capacity to bring them to market, while the New York Natural project leaves, 
at least, some doubt as to the sufficiency of its gas supplies. St. Lawrence 
makes use of the extensive Canadian reserves rather than the United States 
reserves which are in such great demand. In order to serve Niagara Mohawk, 
New York Natural proposes a rate schedule not here in the public interest. 
There are some countervailing considerations in favor of New York Natural, such 
as the encouragement of business activity in the United States, and the fact 
that United States supplies will be subject to regulation in this country from 


the gas fields, but we are of the opinion that the balance is in favor of St. 
Lawrence. 


®Two relatively small sales are presently being made under the developmental rate. 
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As indicated above, St. Lawrence, in accordance with it export permit, will 
serve an area confined to St. Lawrence County, New York. The area is com- 
posed of 11 townships which include within their borders 7 municipalities, of 
which the total population is estimated to be approximately 79,000 in 1960. 
Niagara Mohawk proposes to serve the same townships but also additional town- 
ships in St. Lawrence, Jefferson and Franklin Counties—26 townships and 17 
municipalities in all with a population estimated to be 127,000 in 1960. On the 
seore of areas and customers served the New York Natural-Niagara Mohawk 
project would be superior, other things being equal. However, it should be 
pointed out that St. Lawrence has obtained franchises in all of the townships 
and municipalities it proposes to serve with the exception of the unincorporated 
community of Norfolk in St. Lawrence County, while Niagara Mohawk as far 
as the record shows has obtained franchises in only 14 of the townships and 
three of the municipalities it proposes to serve. 

The examiner has properly found that St. Lawrence’s market estimates are 
well supported, including residential, commercial and industrial sales. The 
industrial sales are supported by letters of intent from each of the proposed 
customers. Evidence presented at the reopened hearing indicates that there will 
be additional industrial customers and that one of the customers would take 
more gas than expected, amounting in all to an increase of about 250,000 Mcf 
per year. The additional authorized overrun interruptiable service to be ob- 
tained by Niagara, Ltd. under contract of September 23, 1960, with Trans- 
Canada, all within the export authorization, would be used to serve this 
additional industrial market. 

St. Lawrence’s average third-year rates would be lower than those proposed 
by Niagara Mohawk for residential nonheating and industrial sales, approxi- 
mately the same as Niagara Mohawk’s for residential space heating and higher 
than those proposed by Niagara Mohawk for a commercial sales. The average 
revenue per Mcf to be received in the third year would be 81.5 cents for St. 
Lawrence and 94.5 cents for Niagara Mohawk, a difference of 14 percent. 

As to economic feasibility, the examiner found that St. Lawrence's project 
showed a reasonable probability of economic success. We agree that the record 
supports this conclusion. At the original hearing the evidence indicated that St. 
Lawrence would earn a rate of return on its investment of 3.6 percent in 1961, 
4.8 percent in 1962, and 5.8 percent in 1963. The examiner points out in his 
second decision that higher charges by Niagara, Ltd. would reduce this rate of 
return to 5.5 percent in third full year of operation (now 1964), but he finds that 
this tendency would be offset by the increased industrial sales already discussed 
and Trans-Canada’s provision for winter peaking service that will postpone 
the installation of peak-shaving facilities. He concludes that on this basis the 
St. Lawrence project will earn 5.8 percent in the third full year of operation. 
Furthermore, he points out that if St. Lawrence had used the same depreciation 
rate employed by Niagara Mohawk, the rate of return would rise to 6.44 percent. 

With respect to St. Lawrence’s projected rate of return, New York Natural 
contends that the 5.5 percent referred to above reflects 344 years of operation so 
that the rate of return for the third year would be somewhat less. New York 
Natural also raises the question as to the economic feasibility of the project when 
the seasonal off-peak and interruptible services end after three years. While 
we look with particularity at the third year to judge the economic feasibility of 
a proposed project, we are of the opinion that the upward trend of these rate 
of return figures definitely shows the economic feasibility of the St. Lawrence 
project. 

693-488—64 20 
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With respect to New York Natural and Niagara Mohawk the examiner found 
that the industrial load had been overestimated. The industrial load is impor- 
tant for the project, for in the first year of service Niagara Mohawk would receive 
60 percent of its total revenue from industrial customers, and in the third year 
43 percent. Out of the 13 prospective industrial customers Niagara Mohawk pro- 
duced letters of interest in taking natural gas from nine; of those nine only 
three small companies expressed an intention to purchase gas at the currently 
effective rates. The others only expressed an intention to purchase if economi- 
cally feasible. We think that because the price to be charged by Niagara Mo- 
hawk was in several instances greater than the price of competitive fuels, the 
industrial market has not been proven. The fact that in other instances Niagara 
Mohawk has sold gas at a higher price per Btu than for competitive fuel does 
confirm the existence of this particular industrial market. 

St. Lawrence and the staff have questioned Niagara Mohawk’s estimates as 
to residential service. Indeed the sales estimates made by Niagara Mohawk’s 
witness at the reopened hearing were radically greater than the sales estimates 
made at the first hearing. We agree with the examiner that Niagara Mohawk 
used an appropriate sampling method to determine the number of customers 
who would take gas, but used an overly high factor for the use of gas per 
customer. This factor was substantially higher than that used in studies and 
testimony presented by St. Lawrence and by Niagara Mohawk itself at the first 
hearing. 

We agree with the examiner, as already indicated in the discussion of the 
developmental rate that New York Natural’s showing of economic feasibility 
fell short of a satisfactory demonstration. It did not show rate of return for 
the necessary incremental pipeline or rate of return and other costs for addi- 
tional compressor horsepower. It made no allocation of system transportation or 
storage pool costs, or administrative and general expenses. The evidence indi- 
eates that probably the incremental revenues of the proposed service are in 
excess of the incremental costs including rate of return but there is nothing to 
show what, if anything, the project is contributing to the system. There is a 
difference between this case and Northern Natural Gas Company, 22 FPC, 
164, 172-173, affirmed as Minneapolis Gas Co. v. F.P.C., 278 F. 2d 870, where in a 
general pipeline expansion we permitted service to adjacent communities, if 
through contributions or otherwise, the incremental costs were covered. There 
it was a question whether to serve the small communities in Northern Natural’s 
general service area. Here it is a question of new service by a large utility, 
Niagara Mohawk, which is fully capable of paying the full costs during the 
developmental period. We are comparing two projects; service that will not 
bear its share of costs in the United States is less in the public interest than 
a service where this problem does not arise. 

Niagara Mohawk has introduced evidence to show that its proposed project 
will earn a fair return. However, the examiner finds that when the 100 miles of 
existing line that will be used to transport the gas to Watertown from New 
York Natural’s delivery point near Syracuse is taken into account as well as 
the unproved industrial load, the return falls to an unremunerative level and 
will be even lower if the use per customer figures employed in the St. Lawrence 
estimates are used. 

Related to economic feasibility is the investment per customer. We have 
already noted that gas for St. Lawrence’s project need be transported much 
shorter distances from the supplying pipeline than gas for the New York Natural- 
Niagara Mohawk project. This difference is reflected in the fact that St. Law- 
rence’s investment per customer by the third year of operation would be $570, 
while that of Niagara Mohawk would be $894 per customer even without making 
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an allocation of existing pipeline. When such an allocation is made Niagara 
Mohawk’s investment per customer rises even higher. 

To conclude, the New York Natural-Niagara Mohawk project would serve a 
larger area but its market estimates are not as well supported as those of St. 
Lawrence. While the economic feasibility of the St. Lawrence project has been 
shown, the New York Natural showing as to economic feasibility, even on an 
incremental basis, was not complete and in no way supports the economic 
feasibility of the company’s proposal on a system basis. The record does not 
support the economic feasibility of Niagara Mohawk’s project taking all costs 
properly allocated to the project into account. 

In view of the thorough briefing in this proveeding, two examiner's decisions 
and exceptions, it is our opinion that oral argument as requested by New York 
Natural is not necessary. 


The Commission further finds: 


(1) St. Lawrence Gas Co., Inc., is a “person” within the meaning of Sections 
2(1) and 3 of the Natural Gas Act, and the importation of natural gas proposed 
by it is subject to the jurisdiction of the Commission under the provisions of 
Section 3 of the Act. 

(2) New York State Natural Gas Corp. is a pipeline company engaged in 
the transportation and sale for resale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission; and is, therefore, a “‘natural-gas 
company” within the meaning of the Act. 

(3) The sales of natural gas which New York Natural proposes to make to 
intervenor Niagara Mohawk Power Corp. are sales of natural gas in interstate 
commerce, for resale, and are subject to the jurisdiction of the Commission 
and to the requirements of Subsections (c) and (e) of Section 7 of the Act. 

(4) St. Lawrence is better able to meet and to serve the public interest by 
means of its project than are New York Natural and Niagara Mohawk by 
means of their combined project; and the proposals of St. Lawrence are to be 
preferred to those of New York Natural, as supported by Niagara Mohawk. 

(5) There is insufficient evidence to sustain a finding that the proposed sales 
of gas by New York Natural to Niagara Mohawk are required by the public 
convenience and necessity. 

(6) The importation of natural gas proposed by St. Lawrence in Docket No. 
G-17500 is appropriate and consistent with the public interest, provided such 
importation be upon the terms and conditions hereinafter specified; and an 
order authorizing such importation should be issued as hereinafter provided. 

(7) The issuance of a permit for the construction, operation, maintenance and 
connection, at the international boundary of the facilities for the importation of 
natural gas to the United States hereinbefore referred to and more particularly 
described in the application in Docket No. G-17501 and the exhibit attached 
thereto, subject to the conditions specified in the order herein, is appropriate 
and consistent with the public interest; and such permit should be issued, 
pursuant to Executive Order 10485, in the event favorable recommendations of 
the Secretary of State and the Secretary of Defense respecting the permit are 
obtained. 

(8) A certificate for the proposed sales by New York Natural to Niagara 
Mohawk should not be issued. 


The Commission orders: 


(A) Applicant, St. Lawrence be and the same is hereby authorized, subject 
to the conditions specified herein, to import natural gas from Canada to the 
United States, at the points hereinbefore referred to and more particularly 
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designated in its application in Docket No. G-17500 and exhibits attached there- 
to, by means of the facilities for which the issuance of a permit is requested 
by said applicant in Docket No. G—17501, in maximum annual and daily volumes 
as follows : annual 3,765,700 Mef ; and daily, 16,710 Mef. 

(B) The authorization to import natural gas granted in paragraph (A) 
hereof is subject to the following terms and conditions: 

(i) A permit for the purpose described in paragraph (7) above shall be 
issued upon the favorable recommendations of the Secretary of State and the 
Secretary of Defense. 

(ii) St. Lawrence shall make, keep and preserve full and complete records 
with respect to the natural gas herein authorized to be imported, and shall file 
with the Commission annual reports showing, by months, the quantities of gas 
imported during the preceding calendar year, together with the volumes im- 
ported on the peak day of each month, and such other reports with respect to 
such importation as the Commission may deem necessary and in such form and 
manner as the Commission may prescribe. 

(iii) The authorization hereby granted may be modified from time to time or 
terminated, after opportunity for hearing, upon further order of the Commission, 
but in no event shall such authorization extend beyond the termination of the 
Presidential Permit which is the subject matter of Docket No. G—17501. 

(iv) This authorization shall not be transferred in any manner whatsoever, 
but such authorization shall continue in effect for a reasonable time in the event 
of involuntary transfer of the facilities used thereunder by operation of law 
(including transfers to receivers, trustees or purchasers under foreclosure or 
judicial sale) pending the making of an application for permanent authoriza- 
tion and decision thereon, provided notice is promptly given in writing to the 
Commission accompanied by a verified statement that the facts relating to 
sufficiency of supply, rates and nature of use remain substantially the same as 
before the transfer. 

(v) This authorization shall be effective only so long as St. Lawrence com- 
plies with the conditions of this order and continues the operations hereby 
authorized in accordance with the Natural Gas Act and all pertinent rules, 
regulations or orders heretofore or hereafter issued by the Commission. 

(C) The application of New York Natural, in Docket No. G--17579, for a 
certificate of public convenience and necessity authorizing it to make the sales 
of natural gas to Niagara Mohawk, hereinbefore described and described in its 
application, be and the same is hereby denied. 

(D) The decision of the presiding examiner issued May 12, 1961, and, to 
the extent not superseded, the decision of the presiding examiner issued April 
8, 1960, are hereby adopted as part of this Opinion and Order to the extent not 
inconsistent herewith. 

(E) New York Natural’s motion for oral argument is hereby denied. 


DECISION 


UPON COMPETING APPLICATIONS FOR (1) AUTHORIZATION TO IMPORT NATURAL GAS, 
AND PRESIDENTIAL PERMIT FOR THE CONSTRUCTION OF FACILITIES REQUIRED THERE- 
FOR; AND (2) CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 8, 1960) 


PurRbvuE, Presiding Examiner: As succinctly stated in the brief of intervenors 
Fuels Research Council, Inc., et al., 


These proceedings involve competing applications filed by St. Lawrence 
Gas Co., Inc., and New York State Natural Gas Corp., both of which seek 
authorization to provide for the initiation of natural-gas service in the 
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Massena-Ogdensburg area of northern New York State. Briefly stated, 
St. Lawrence would import its natural gas from Canada and act as distribu- 
tor, while New York Natural would sell and deliver domestically produced 
natural gas to Niagara Mohawk Power Corp. for distribution by the latter 
in the general area named above. 


The Commission ordered that the three proceedings be heard on a consolidated 
record. 


The hearing commenced before the Examiner on September 1, 1959, and con- 
tinued intermittently for a period of 23 hearing days, concluding on December 
22 ,1959. Evidence both oral and documentary was introduced by the respective 
applicants and by intervenor Niagara Mohawk. Cross-examination of witnesses 
was conducted by said parties; by the Staff of the Commission; by Fuels Re- 
search Council, Inc., et al. (the coal interests); and by intervenor Tennessee 
Gas Transmission Co. After the conclusion of the hearing, briefs were filed by 
the participants other than Tennessee Gas Transmission Co. (the final briefs 
being filed on February 15, 1960), and the proceedings were submitted for con- 
sideration and decision. 

Applicant St. Lawrence is a recently organized New York corporation. It is 
a wholly owned subsidiary of The Consumers’ Gas Co., a Canadian corporation 
engaged in distributing gas in the Province of Ontario. In Docket No. G—17500, 
St. Lawrence seeks authorization under Section 3 ef the Natural Gas Act to 
import 16,710 Mcf* on a peak day and 3,765,700 Mcf annually, at a point about 
12 miles northeast of Massena, on the international boundary in the middle of 
the St. Lawrence River. St. Lawrence would purchase the gas from an affiliate, 
Niagara Gas Transmission Ltd., which company would in turn purchase the gas 
from Trans-Canada Pipe Lines Ltd. at a point approximately 814 miles from the 
point of delivery to St. Lawrence. In Docket No. G-17501, St. Lawrence, pur- 
suant to Executive Order No. 10485, seeks a Presidential Permit authorizing 
the construction, operation, maintenance and connection at the international 
boundary of natural-gas facilities for the importation. The facilities would 
consist of approximately 1,000 feet of 12-inch pipeline on a bridge of Cornwall 
International Bridge Uo., Ltd., over the St. Lawrence River, adjacent to Corn- 
wall Island. The pipeline would connect, at the New York-Ontario border, with 
a pipeline of Niagara Ltd. 

St. Lawrence proposes to sell and distribute the natural gas in a portion of 
St. Lawrence County, New York. Said applicant would construct approximately 
75 miles of transmission lines and laterals beginning at the point of delivery 
from Niagara Ltd. and terminating at Ogdensburg. It would serve 18 towns 
and municipalities having a population in 1957 of 82,706. In Ogdensburg, St. 
Lawrence would either purchase an existing propane-air gas distribution system 
now operated by intervenor Niagara Mohawk Power Corp., or else would replace 
the system; and would install distribution systems in the other communities 
which it proposes to serve. Said applicant estimates that its total plant invest- 
ment would amout to $3,433,000 at the end of the initial construction period and 
$5,862,200 at the end of the third year of operation. It further estimates that 
its total sales to residential, commercial and industrial customers would reach 
3,765,000 Mcf in the third operating year. 

New York Natural, the applicant in Docket No. G-17579, is one of six operating 
companies of Consolidated Natural Gas Co., which together comprise a large 
integrated natural-gas system in West Virginia, Ohio, Pennsylvania and New 


2 Unless otherwise noted, all volumes of gas mentioned herein are at a pressure base of 
14.73 psia. 
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York. One of the customers of New York Natural is intervenor Niagara 
Mohawk, a gas and electric distributing company serving a large section of 
upstate New York. Niagara Mohawk purchases its entire supply of natural 
gas from New York Natural. New York Natural seeks a certificate of public 
convenience and necessity under Section 7(c) of the Act, authorizing it to sell 
to Niagara Mohawk, at existing points of delivery near Syracuse, additional 
volumes of natural gas as may be required by Niagara Mohawk for resale and 
distribution in St. Lawrence County, in a portion of Jefferson County not now 
served by it, and in a portion of Franklin County. Niagara Mohawk proposes 
to construct a transmission pipeline commencing at Watertown on its existing 
system, and extending in a northeasterly direction through Ogdensburg and 
Massena to Malone, with laterals to adajcent communities. It would construct 
distribution systems in the communities which it proposes to serve other than 
Ogdensburg. In addition to serving portions of Jefferson and Franklin Coun- 
ties, Niagara Mohawk would serve a larger portion of St. Lawrence County than 
would be served by applicant St. Lawrence. Niagara Mohawk now renders 
electric service in virtually all of these areas. 

Niagara Mohawk’s plan comprises service to 44 towns and municipalities 
having a population in 1957 of 129,786. Niagara Mohawk estimates total plant 
investment for the project at $11,403,900 at the end of the third year of op- 
eration; and $14,592,500 at the end of the fifth year of operation. Said inter- 
venor estimates its total sales to residential, commercial and industrial customers 
at 3,876,900 Mcf in the third year, and 4,793,400 Mcf in the fifth year. 

Applicant New York Natural proposes to sell the additional quantities of gas 
to Niagara Mohawk at a contemplated development rate, which involves a 10 
percent reduction in said applicant’s Zone 4 rate for a period of 60 months. 
The development rate would be contained in a revised Rate Schedule CR-4 for 
Zone 4 which said applicant proposes. 

Intervenor Niagara Mohawk supports the application of New York Natural. 
The intervenor coal interests oppose the granting of any of the applications. 
The Commission Staff recommend that the applications of St. Lawrence be 
granted, and that the application of New York Natural be denied. 

New York Natural correctly says that “the ultimate task of the Presiding 
Examiner, and the Commission, in this case is to choose between these two 
competing projects, after a comparative evaluation of their respective merits.” 

The applications have been sharply contested, and the briefs are thorough. The 
Examiner after due consideration is of the view that the applications of St. 
Lawrence should be granted ; and that of New York Natural, denied. In reaching 
this determination, the following four considerations, in his opinion, are over- 
riding: (1) St. Lawrence has available a more adequate and reliable gas supply 
than New York Natural; (2) in the absence of persuasive countervailing con- 
siderations, it is in the public interest for United States markets to be supplied 
with Canadian gas, and for our own heavily drawn-upon natural-gas reserves 
thereby to be conserved pro tanto; (8) New York Natural’s proposed development 
rate appears to be unduly discriminatory and preferential; and (4) St. Lawrence 
has made a satisfactory showing of the economic feasibility of its project ; whereas 
the showing of the economic feasibility of the Niagara Mohawk project, even 
assuming the applicability of the development rate, is deficient. 


Gas Supplies Available to Respective Applicants 


In their treatment of the question of gas supply, counsel for both applicants 
have gone outside the record and quoted from briefs in certain other proceedings 
before the Commission. The Examiner has disregarded these extraneous quota- 
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tions. Counsel should remember that their argument should be based on the 
evidence in the case. 


St. Lawrence’s Gas Supply 


The evidence establishes that St. Lawrence has an assured and reliable 
Canadian gas supply. The following averments in the brief of St. Lawrence are 
supported by the evidence, and are adopted by the Examiner as findings: 

St. Lawrence proposes to purchase its required volumes of gas from Trans- 
Canada through the facilities of Niagara Ltd. Accordingly, Niagara Ltd. has 
entered into a precedent agreement with Trans-Canada providing for the 
execution of a 20-year gas purchase contract when the necessary govern- 
mental approvals have been obtained. [The agreement provides for “contract 
years” which are to commence on November 1.] This contract provides for 
the sale by Trans-Canada to Niagara Ltd. (for delivery to St. Lawrence) of 
up to a maximum of 22,800 Mcf per day of firm “contracted demand” gas 
throughout the term of the contract. In addition, Trans-Canada would make 
available, during each of the first three contract years, a maximum of 2,500 
Mef per day of “seasonal off-peak contracted demand” gas, between March 
26 and November 30 in each year, and additional annual quantities of 
“authorized overrun interruptible” gas. 

The Examiner is of the view that the estimates of the reserves of Trans- 
Canada, and of the deliverability thereof, submitted in support of St. Lawrence’s 
applications are reasonable. This evidence shows that on the basis of a levelling 
off of Trans-Canada’s market requirements after the contract year 1962-63 (the 
third year of operation of the St. Lawrence project), Trans-Canada has under 
contract sufficient gas reserves and deliverability to satisfy the requirements of 
its present customers, plus the requirements of St. Lawrence, for a period of 
at least 13% years. 

The Examiner adopts as findings the following summary of evidence set out 
in the Staff’s brief respecting the adequacy of Trans-Canada’s gas supply: 

The firm of DeGolyer and McNaughton testified and sponsored geological 
evidence demonstrating the existence of natural-gas reserves sufficient to 
meet the requirements of St. Lawrence. 

This showing was accomplished by the addition of gas reserves due to 
recent drilling, reserves inadvertently omitted in previous studies and newly 
acquired gas reserves attributable to recently executed gas-purchase con- 
tracts. Exhibit 65 supplements Exhibit 36, the latter being the same natural- 
gas availability study presented as Exhibit 175 in the Midwestern proceeding, 
Docket No. G-18313 et al., and formed the basis therein for the Commission's 
finding that Trans-Canada had “some 7,094,000 MMcf of proven contracted 
salable pipeline gas” [22 FPC 775, 780]. The most recent study of DeGolyer 
and McNaughton (Ex. 65) [adds] to this volume a net increase of 136,432 
MMcf of proven natural-gas reserves under contract and available to 
Trans-Canada. The total gas reserves under firm contract to Trans-Canada 
are therefore estimated [by DeGolyer and McNaughton] to be 7,210,432 
MMcf as shown in tabular form below: 


Total Besar ver Til Tee Cae ea ei ii 7.240 trillion 
Pine Hener wet tit Tene Caio in enki cthedawsiinwss ie 136 trillion 
Total reserves under contract as estimated by 

Tre CREEES coheed aan schisiaeadilletenea eet aaipics wees taeeniiaaaai 7.376 trillion 
Lese reserves not firmly dedicated_.......................... .166 trillion 


ee 7.210 trilHon 


* ” * * > * s 


Reserves dedicated to Trans-Canada under firm contract 
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Exhibit 39 [sponsored by DeGolyer and McNaughton] indicates a delivera- 
bility life of 14 years when full annual deliveries to Midwestern begin in 
1961. When adjustments are applied, eliminating [reserves which are merely 
the subject of] certain letters of intent totaling 166,713 MMcf, there is a 
reduction in deliverability life of about four to six months. Therefore, a 
minimum deliverability life may be expected from the 7,094,000 MMcf of 
salable proven contracted reserves for a period of 13% years. In the instant 
proceeding, the gas reserves of Trans-Canada have been increased to 7,210,432 
MMcf with an additional requirement of St. Lawrence of 74,000 MMcf over 
a period of 20 years. The addition of new reserves has offset the new re- 
quirements. * * * the requirements of Trans-Canada have increased ap- 
proximately 1 percent and its reserves are increased approximately 2 per- 
cent, * * * The deliverability of Trans-Canada to meet its system-wide 
requirements remains almost unchanged. Any change that has taken place 
has resulted in a slight increase in the deliverability life of Trans-Canada. 

Moreover, the evidence shows that there stands to be a continued heavy 
development of gas reserves in the Province of Alberta, from which Trans-Canada 
draws its gas supplies. One of the DeGolyer and McNaughton witnesses, highly 
qualified as an expert on gas reserves in the province, gave the following testimony, 
which the Examiner accepts as a reasonably reliable estimate of future growth 
in gas supplies: 

During the last 6 years, the average rate of growth in the gas reserves of 
Alberta has been approximately 2 trillion cubic feet per year. The proved 
reserves of the province as of January 1, 1959, are estimated to be in excess 
of 20 trillion cubic feet. The future growth in gas reserves in Alberta is 
expected to continue at the historical rate of approximately 2 trillion cubic 
feet per year for some time in the future. It is my opinion, based on the 
estimates which we have made of the Alberta reserves in the past six years, 
and considering the subsurface geological conditions as they are known to 
exist in the province, that an ultimate reserve for the province in the order 
of 75 trillion cubic feet is a normal expectancy. 

Trans-Canada’s manager of gas supply testified that the company is in a 
“prime position” to purchase the new gas reserves in Alberta as they are de- 
veloped ; and the Examiner so finds. 

New York Natural and the coal interests point out that for the year 1962-63, 
St. Lawrence’s third operating year, Trans-Canada estimates that one of its 
customers, Ontario Natural Gas Storage and Pipelines, Ltd., will take 24,000 
MMcf; and that this volume is only three-fourths of the maximum volume which 
such customer is entitled to take under its contract with Trans-Canada. However, 
the sales manager of Trans-Canada testified that the estimated requirements 
of its customers presented in the case were based upon detailed estimates 
furnished by the respective customers. It is to be inferred that Ontario Natural 
will not require more than the 24,000 MMcf in such year. 

New York Natural and the coal interests complain that the Trans-Canada 
witness, in the showing of Trans-Canada’s market requirements, assumed that 
the requirements will “remain static” after 1962-63; whereas the Ontario 
Natural contract provides for progressively increasing deliveries after such 
year, totalling 393,000 MMcf during the ensuing period of 15 years. It is clear 
from the testimony of the Trans-Canada witness that he did not assume that the 
Canadian and United States markets would become stagnant after 1962-63, and 
that he expected that they would continue to grow. In his estimates of market 
requirements, the witness followed the recognized practice in certificate cases 
and the practice followed in the Midwestern case, supra, 22 FPC at page 780, 
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of levelling off the build-up of estimated markets after a reasonable period. In 
view of the estimated future discoveries of reserves in Alberta at the rate of 
two trillion cubic feet per year, and the favorable position in which Trans- 
Canada stands to purchase newly developed reserves, the expectation is justified 
that Trans-Canada can and will purchase sufficient additional reserves to meet 
its expanding market requirements after 1962-63. 


New York Natural’s Gas Supply 


New York Natural based its gas supply showing upon the total gas supply 
and requirements data for the entire Consolidated System. Hence the adequacy 
of said applicant’s gas supplies and its gas supply position as compared with 
that of St. Lawrence depend upon the evidence concerning the gas supplies and 
requirements of the Consolidated System as a whole. New York Natural 
states in its brief a justifiable conclusion from the evidence, vis: 

This method gives full effect to the integrated operations of the affiliated 
companies and allows for the full utilization of their total production, pipe- 
line purchases and storage operations. 

The Consolidated System produces and makes field purchases of a portion of 
its natural-gas reserves in the Appalachian and Louisiana areas; and pur- 
chases the remainder from interstate pipeline companies. In 1958, its produc- 
tion and field purchases accounted for approximately 27 percent of its supply. 
The System purchased the remaining 73 percent of its supply from the following 
companies: Panhandle Eastern Pipe Line Co., Tennessee Gas Transmission Co., 
and Texas Eastern Transmission Corp. 

New York Natural contends that the evidence shows that in 1960, 1961, and 


1962 the Consolidated System will have an excess of gas supply over “normal 


’ 


weather requirements,” including the volumes for Niagara Mohawk, as follows: 
in 1960, an excess of 6,500 MMCf; in 1961, an excess of 6,500 MMcf; and in 1962, 
an excess of 6,470 MMcf. 

Both for 1961 and 1962 New York Natural lists as part of its gas supply a 
volume of 20,400 MMcf which it says it will receive from Texas Eastern. Texas 
Eastern has been and is now delivering such volume of gas to the Consolidated 
System annually, for storage purposes, under a contract which will expire on 
December 31, 1960. On July 14, 1959, Texas Eastern filed an application in 
Docket No. G—18969 for authorization to continue this service. No hearing has 
as yet been had thereon. The Staff claim that the 20,400 MMcf should not be 
included in the 1961 and 1962 gas supply. The Staff argue that the Examiner 
“should not be required to speculate as to the outcome” of Docket No. G—18969. 

The Examiner is of the view that New York Natural is justified in listing the 
20,400 MMcf as a part of its gas supply in 1961 and 1962. The Examiner takes 
official notice of an order issued on February 5, 1960, in Docket Nos. G—18968 and 
G-—18969. It appears therefrom that the request by Texas Eastern for authori- 
zation to continue delivering the 20,400 MMcf is coupled with requests for 
authorization to construct certain loop lines and to render certain winter serv- 
ice; and that the later requests are opposed by numerous intervenors. The 
Examiner will speculate to the extent of concluding that authorization to Texas 
Eastern to continue delivering the 20,400 MMcf has not been granted simply 
because the request therefor happens to be joined with other requests which are 
contested. 

The Examiner finds that the Consolidated System will have an excess of 
gas supply over estimated “normal weather requirements” of 6,500 MMcf in 
1960 and 6,500 MMcf in 1961. The Examiner further finds that, in 1962, the 
Consolidated System will have an excess of gas supply over estimated “normal 
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weather requirements” of 6,470 MMcf, provided normal weather conditions will 
have obtained in 1960 and 1961. The qualification in the last finding is necessi- 
tated by the fact that in arriving at the excess of 6,470 MMcf in 1962, New York 
Natural assumes that the excess of 6,500 MMcf above “normal weather require- 
ments” in each of the years 1960 and 1961, or 13,000 MMcf, will have accu- 
mulated in storage. The assumed availability of such volume of 13,000 MMcf 
in 1962 is alone what makes possible the claimed excess of 6,470 MMcf in that 
year. To the extent that more-than-normal consumption of gas may take place 
in 1960 or 1961 due to colder-than-normal winters, the gas balance in 1962 would 
be lessened, and even a deficiency in meeting “normal weather requirements” 
in that year could thereby result. 

St. Lawrence and the Staff point out the New York Natural’s gas supply 
showing extends only through 1962, which year would be the second year of 
service of the Niagara Mohawk project. They contend that evidence of an 
adequate gas supply for at least three years is essential to the issuance of the 
certificate which New York Natural seeks. Such proof is generally required by 
the Commission in certificate proceedings. However, under the circumstances 
here presented, in our opinion, estimates of gas requirements and supplies for 
the third year are not a prerequisite. New York Natural relies, and we think 
properly so, upon the claimed adequacy of the supplies available to the entire 
Consolidated System. By the Regulations under the Natural Gas Act, if the Con- 
solidated System were one operating company instead of six integrated operat- 
ing companies, no gas supply data at all would be required. Section 157.14(a) 
(10) (viii) of the Regulations provides that, “When the gas supply required 
for the proposed project would not decrease the life index of the total system 
gas supply by more than one year,” a statement of the gas supply available to 
an applicant need not be submited as a part of the application; that “In lieu 
thereof, a statement shall be submitted in support of such omission, * * *” The 
annual volumes for the Massena-Ogdensburg area represent only approximately 
two days of the Consolidated System’s average requirements. Since New York 
Natural, not the Consolidated System, is the applicant here, the rule above 
quoted does not apply. Nevertheless, it is felt that the spirit of the rule can 
properly be invoked to the extent of not requiring a gas reserve showing of the 
Consolidated System for the same length of time in the future as would be 
necessary if New York Natural were basing its showing on independent sources of 
supply. 

Comparison of Gas Supply for the Respective Projects 


The fact remains that from a comparative standpoint, the gas supply showing 
of New York Natural falls far short of equaling that presented by St. Lawrence. 
In the first place, it appears that there is a greater danger of deficiences in gas 
supplies occurring in meeting the “normal” requirements of the Massena- 
Ogdensburg area after 1962 if the New York Natural application be granted 
than if that of St. Lawrence be granted. In the second place, it appears that 
upon the occurrence of colder-than-normal winters, the problem of gas supply 
for the Massena-Ogdensburg area may well be critical if the New York Natural 
application should prevail, whereas the St. Lawrence project poses no such 
problem. 

The gas balance on the Consolidated System is marginal, and it would seem 
that difficulty will be experienced by the System in obtaining sufficient gas re- 
serves in the future. In contrast, it has been shown that tremendous and ever- 
growing gas reserves in Alberta stand to be available to Trans-Canada. The 
Consolidated System’s excess gas supply of 6,500 MMcf in 1961 is only 1.80 per- 
cent of the estimated “normal” requirements in that year, which are 359,853 
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MMcf; and its possible excess gas supply of 6,470 MMcf in 1962 is only 1.81 per- 
cent of the estimated “normal” requirements, which are 356,729 MMcf. In the 
recent past, the Consolidated System has had to resort to emergency measures 
to keep abreast of even its “normal” requirements. 

The situation is worsened by colder-than-normal winters. In the System, 
storage gas affords a “safety factor’ towards meeting requirements resulting 
colder-than-normal weather. Nevertheless the ability of the System 
(including New York Natural) to meet its requirements stands to be impaired 
by a colder-than-normal winter, not only in deliveries during that heating 
season, but also in the building up of essential storage inventories for subse- 
quent years. The record shows that the 1958-1959 winter season was colder 
than normal; and that in that winter, the Consolidated System had to purchase 
over 4,000 MMcf from Texas Eastern on an emergency basis in order to meet 
its market requirements. That same winter, the System overdrew on its storage 
inventory to the extent of 18,535 MMcf, thereby depleting its storage cushion by 
such volume. 

On June 18, 1959, the manager of gas supply of the Consolidated System, 
testifying in Docket No. G—17335 et al., wherein Texas Gas Transmission Co. 
sought what was virtually emergency authorization to transport for delivery to 
the Hope Company of the Consolidated System 100 MMcf daily, or 37,333 MMcf 
annually, stated as follows: 

It is imperative this supply become available to Consolidated’s system on 
or before November 1, 1959. Without this supply becoming available by 
this date, the Consolidated System will not be able to meet its normal re- 
quirements during the coming 1959-1960 heating season. That assumes 
that normal weather will prevail. If colder-than-normal weather would 
be experienced, it is my opinion that the System would be confronted with 
serious shortages which would necessitate widespread curtailments on the 
System. 

The Commission granted the authorization requested, and the additional 


gas thereby obtained enabled the Consolidated System to meet the emergency. 


Also such additional gas will enable the System to restore the gas balance— 
unless the System is prevented from so doing by having to draw down storage 
to an extent substantially more than scheduled due to colder-than-normal 
weather. The uncertainties of the situation are illustrated by the fact, of which 
the Examiner takes official notice, that in the area served by the Consolidated 
System, the month of March, just ended, was much colder than normal. 

The foregoing evidence and considerations justify the conclusion that other 
shortages may well occur on the Consolidated System in the future; and also 
that a winter season which is substantially colder than “normal” may well dis- 
rupt the delicate gas balance of the Consolidated System, with resulting “wide- 
spread curtailments on the System.” 

This state of affairs stands in sharp contrast with St. Lawrence’s favorable 
situation from the standpoint of gas supply. St. Lawrence’s precedent gas pur- 
chase contract entitles it to the delivery from Trans-Canada (through Niagara 
Ltd.) of ample volumes of natural gas over a period of 20 years. And it has 
been seen that two trillion cubic feet of gas reserves are being developed an- 
nually in the prolific gas-producing areas of Alberta, from which Trans-Canada 
draws its supplies. 

There is greater assurance that the entire needs of the Massena-Ogdensburg 
area for natural gas will be met if the St. Lawrence applications be granted. 
This consideration alone, in our view, is sufficient to entitle the St. Lawrence 
applications to prevail over that of New York Natural. 
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Importation of Canadian Gas as Being in the Public Interest 


The demand for natural gas in the United States is ever-growing. See FPC 
Annual Report, 1959, p. 66. That a sellers’ market exisis in the production 
areas of the nation, and that in many of such areas several different pipeline 
companies compete for additional supplies of gas, are matters of expert knowledge 
of the Commission, and perhaps of general knowledge. 

The reserve life index of proved recoverable natural-gas reserves in the 
United States has, generally, been decreasing annually. In the period 1950-58, 
inclusive, the estimated reserve life index of proved recoverable natural-gas 
reserves in the United States, based on production in the respective years, Was as 
follows: 1950, 27 years; 1951, 24.5 years; 1952, 23.2 years; 1953, 23.0 years; 
1954, 22.4 years; 1955, 22.2 years; 1956, 21.8 years; 1957, 21.4 years; and 1958, 
22.1 years.’ 

The Report of Commissioners Smith and Wimberly in the FPC Natural Gas 
Investigation (1948) contains the following significant statements at page 59: 

It is an accepted fact that natural gas is a wasting asset and that for 
every pool discovered, there is one less to be found. * * * 

The rise and decline of gas production in the Appalachian area, Indiana, 
and eastern Kansas demonstrate that even highly prolific gas fields eventually 
become depleted and that, although new gas may be discovered for many 


years after the peak, the volume of new discoveries may fall behind market 
demands. 


In contrast with this picture, there are, in the provinces of British Columbia, 
Alberta and Saskatchewan, vast natural-gas reserves which have been scarcely 
touched; and the proved reserves are growing at a very rapid rate. As has 
been seen, according to expert testimony at the hearing, the ultimate reserve 
for Alberta alone is on the order of 75 trillion cubic feet. 

In view of these facts, the conclusion seems obviously to follow that unless 
there be persuasive countervailing considerations, it is in the public interest 
for United States markets to be supplied with gas imported from Canada, and for 
our own natural-gas reserves thereby to be conserved to a corresponding extent. 
No sufficient countervailing considerations are present under the facts here 
presented. These circumstances, in our opinion, constitute forceful reasons why 
the applications of St. Lawrence should prevail over that of New York Natural. 

The importation of gas from Canada, as well as the exportation thereof, is 
“consistent * * * with the policies of cooperation and joint endeavor which have 
for so long characterized the relations of this nation and Canada not only in 
matters of defense, but also in matters relating to our respective economies.” 
Cf. Panhandle Eastern Pipe Line Co., 15 FPC 46, 67; affirmed, Michigan con- 
solidated Gas Co. v. Federal Power Commission, 246 F. 2d 904, 912, certiorari 
denied 355 U.S. 894. Also see Texas Eastern Transmission Corp., 16 FPC 27, 36. 

New York Natural says that importation of natural gas should not be per- 
mitted where the imported gas represents the sole source of gas supply and there 
is available a feasible method of serving the area involved from domestic sources. 
We do not agree. The Commission has specifically renounced any policy of not 
relying upon Canadian gas as a sole source of supply for a project. Midwestern 
Gas Transmission Co., 16 FPC 466, 488. In the Midwestern proceeding, supra, 
the Commission authorized the importation of natural gas from Canada as the 
sole source of supply for an area. 


2FPC Annual Report, 1953, p. 22; FPC Annual Report, 1954, p. 20; FPC Annual Re- 
port, 1956, p. 70; FPC Annual Report, 1958, p. 60; FPC Annual Report, 1959, p. 66. 
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New York Natural’s Proposed Development Rate 


New York Natural’s proposed revised Rate Schedule CR-4 for its Zone 4 pro- 
vides for a development rate applicable for a period of 60 months from the date 
of initiation of service, during which time the charge will be 90 percent of the 
normal service rate for additional sales through : 

(a) a newly constructed natural gas distribution system or a gas distri- 
bution system first converting from manufactured to mixed or straight 
natural gas; and 

(b) in a specified area or areas which, at the date of commencement of 
service by Seller to Buyer for such area or areas, was not being served by 
natural gas and was not within the area of distribution described in 
existing service agreements between Seller and Buyer; * * * 

The normal rate provided is a straight commodity charge of 55.48¢ per Mcf, 
the resulting development rate being 49.932¢ per Mcf. 
The proposal involves a change in New York Natural’s presently effective Zone 
4 Rate Schedule CR, “Contract Requirements Service.” Hence the rate cannot 
become effective unless the Commission permits it to take effect under Section 
4(d) of the Act after a filing by New York Natural of the proposed change. 
New York Natural has not made such filing. 
The entire showing by New York Natural and Niagara Mohawk of the eco- 
nomic feasibility of the Niagara Mohawk project is bottomed on the assumption 
that the proposed development rate will go into effect. At the hearing, in 
response to a question as to whether Niagara Mohawk would proceed with the 
project, or would drop it, if it did not have the benefit of such rate from New 
York Natural, Niagara Mohawk’s counsel stated : 
We are presenting our case on the premise that the development rate will 
be made available to Niagara Mohawk through the certification of New York 
State Natural in its application with the rate attached. If the Commission 
arrives at some different decision, that is a matter for the Niagara Mohawk 
management to consider carefully in the light of the decision and make a 
decision at that time. 

New York Natural does not even undertake to establish that it will have a mar- 

ket for the gas which it seeks authorization to sell, if the development rate does 

not become effective. 

In the Examiner’s opinion, the proposed development rate stands to be unduly 
preferential to Niagara Mohawk, and to subject other customers served by New 
York Natural, and the consuming public now served by New York Natural, to 
undue prejudice, in violation of Section 4(b) of the Act. Furthermore New 
York Natural has failed to make a satisfactory showing that the proposed rate 
would not be unduly preferential and unduly prejudicial. Hence, grave doubt 
exists that the Commission will allow the rate to become effective. Necessarily, 
then, the application of New York Natural must be denied. 

In an order in these proceedings issued December 16, 1959, whereby the Com- 
mission reversed a ruling of the Examiner rejecting evidence pertaining to the 
proposed development rate on the ground that it had not been filed pursuant to 
Section 4(d) or made effective thereunder, the Commission made use of the 
following language: 

We think a certificate proceeding under Section 7 of the Act, while not 
the place finally to determine the propriety of a change in the form of 
rate schedules, it may be, as in the instant case, a time when the change 
in rate schedule may be a relatively important factor in determining which, 
if either, of the competitive applications should be granted as being 
required by the public convenience and necessity. * * * 
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We find nothing in the Act which precludes us from considering a pro- 
posed change of rate, especially a proposed development rate, where such 
a change is an integral part of the application presented to us for our deter- 
mination of the requirements of the public interest ia the initiation and 
extension of natural-gas service. 

In Atlantic Refining Co. v. Public Service Commission, 360 U.S. 378, 392, in 
holding that the Commission erred in granting certificates to certain producers 
where the proposed rates had not been shown to be in the public interest, the 
Supreme Court said that the Commission has a 


duty * * * to protect the public interest in determining whether the issu- 
ance of the certificate is required by the public convenience and necessity, 
which is the Act’s standard in § 7 applications ; 

and that the order granting the certificates should be vacated since there was 


insufficient evidence to support a finding of public convenience and neces- 
sity prerequisite to the issuance of the permanent certificates. 


In our view, the proposed development rate stands to be unlawfully 
preferential and discriminatory for four reasons. 

First, the rate is confined in its applicability to New York Natural’s Zone 4. 
New York Natural sells natural gas at wholesale to more than 20 utilities 
in Pennsylvania and New York. Of these, only two are in Zone 4. There is 
no reason or justification shown for making the special rate available only to 
the two customers. In the absence of such showing, the conclusion seems to 
be inescapable that the rate should be held to be unduly preferential and 
prejudicial in nature. 

In Otter Tail Power Co., 2 FPC 134, the Commission, in holding that respond- 
ent, by failing to make available to its other customers the same rate which 
it voluntarily charged Fergus Falls, was unlawfully subjecting such other cus- 
tomers to undue prejudices or disadvantages and granting undue preferences or 
advantages to Fergus Falls, said at page 141: 

All respondent’s customers here involved belong in the same general 
class—wholesale customers. Wide variations in the terms and rates 
charged these customers exist. * * * 

Despite respondent’s contention that “differences in population warrant 
differences in rates,” it offered no factual basis upon which the differences 
which exist in the form of rate and in the price of energy sold at whole- 
sale to the customers involved in this proceeding under the different types 
of rate can be justified or even rationalized. 

And at page 142: 


The economic consequences of discrimination were well noted in Griffin v. 
Maine Central Railway Company, P.U.R. 1916—A, 27, 28, where it is stated: 

“Unquestionably of the two evils discrimination in rates is more offen- 
Sive than excessive rates because within reasonable limits shippers can 
adjust themselves to high rates, but not to unequal rates.” 

We need not go into the long history of abuses, discriminations, prefer- 
ences, rebates, etc., which were the primary cause of the inhibition against 
this form of practice in the railroad regulatory statutes. 


In Midwestern Gas Transmission Co. and Michigan Wisconsin Pipe Line Co., 
supra, 22 FPC 775, Michigan Gas sought an allotment of natural gas from 
Michigan Wisconsin in order to serve the Upper Peninsula of Michigan. Michi- 
gan Wisconsin’s Rate Schedule ACQ-1 limits annual volumes to 180 days’ use 
of the maximum daily quantity. Michigan Gas requested that it be permitted 
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to purchase the gas under a proposed new rate schedule DCQ, which would 
enable it to have the maximum daily quantity for the entire year instead of 
180 days. The high load factor of the purchases contemplated by Michigan 
Gas would result in a cost of gas of 374%4¢ per Mecf instead of 42.3¢ per Mcf 
under Rate Schedule ACQ-1. The Commission, in ordering that Michigan Wis- 
consin be directed to sell gas to Michigan Gas, not under the proposed new rate 
schedule, but under Rate Schedule ACQ-1, stated as follows: 

Staff takes the position that * * * permitting Michigan Gas to have a 
special low rate * * * would impose an excessive burden on Michigan Wis- 
consin’s existing customers or result in discrimination in service against 
them * * * (p. 794) 

The gas * * * should be sold under Michigan Wisconsin's ACQ-1 Rate 
Schedule at the terms applicable thereunder to all Michigan Wisconsin’s 
customers who qualify for this service. * * * (p. 795) 

As to Michigan Gas’ DCQ proposal, in our opinion it would be dis- 
criminatory to Michigan Wisconsin’s existing customers if Michigan Gas 
were allowed to purchase gas under this proposed Rate Schedule. Michigan 
Gas could thereby obtain an average cost of gas of 37.5 cents per Mcf while 
Michigan Wisconsin’s other customers, being limited to 180 days under the 
ACQ schedule, would have an average cost of firm gas of not less than 
42.33 cents per Mcf. Indeed, it could be argued that Michigan Wisconsin’s 
other customers who are qualified for service under the ACQ-1 rate would 
be entitled to the same differential in rates. For these and other reasons we 
must reject this proposal. (p. 795) 

There can be no warrant for a different charge for a service in one zone from 
charges for the same service in other zones unless there be an economic basis 
therefor, as where a longer distance in transmitting the gas results in higher 
costs. See, e.g., Interstate Power Co. v. Federal Power Commission (C.A. 8), 
236 F. 2d 372, 379, 381, 386. In the case of the proposed rate in question, it 
would cost New York Natural no more to extend the rate concession or benefit 
to a customer in Zone 1, 2, or 3 than it would to a customer in Zone 4. It follows 
that the proposal to limit the applicability of the rate to Zone 4 apparently 
cannot be justified. 

New York Natural says that it is willing to make the rate applicable to other 
zones “if customers in other zones who can qualify request such service.” The 
fact remains that said applicant’s only proposal advanced in the instant pro- 
ceedings is to file the development rate for Zone 4. Such proposal, not an 
expression of willingness eventually to cease violating the law, is controlling. 

Secondly, the rate schedule embodying the development rate is indefinite and 
uncertain, affording opportunity for improper preference and discrimination. 
Reference is made to the quoted language of the rate schedule, supra, page 285. 
It is there seen that the development rate is to be made availabe for “a newly 
constructed natural gas distribution system * * * in a specified area or areas 
which, at the date of commencement of service * * * was not within the area 
of distribution described in existing service agreements between Seller and 
Buyer.” There is no definition or delineation of what constitutes “a newly 
constructed natural gas distribution system.” What constitutes such a system, 
on the one hand, and what, an extension of an existing system, on the other 
hand, is largely a matter of guess and conjecture. The language pretty much 
leaves to the discretion of New York Natural the decision as to whether the 
rate would apply to a particular project of a customer outside “the area of 
distribution described in existing service agreements.” 
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These facts are recognized by New York Natural’s vice president in charge 
of sales, himself. On cross-examination this witness testified that “we have 
formulated no definition for ‘a newly constructed natural gas distribution 
system.’ His testimony continued as follows: 


Q. In the instance of another company making an extension, how could 
it be determined whether or not it qualified under this definition? 

A. I think the best way would be to come and ask New York Natural for 
it and then it would be determined. 

Q. That is what I was getting at, Mr. Comin. Then insofar as this de- 
velopment rate is concerned, its availability to any other customer apart 
from Niagara Mohawk, as of the present time, is something that will be 
decided on a “when, as, and if’? basis and then on a case-by-case basis by 
New York State Natural applying certain criteria as to the size of the 
system necessary to qualify it under your language, is that not correct? 

A. Certainly we have laid down no definitions in our tariff. 

Therefore, it would seem that the proposed rate schedule is vitally defective. 
It is basic that the provisions of a rate schedule must be definite and certain. 
Houston Texas Gas & Oil Corp., 16 FPC 118, 1386; Re Taxicab Operators, Drivers 
and Garage Employees (Dist. of Col. Pub. Util. Comm.), 62 P.U.R. (N.S.) 188, 
191; Re United Parcel Service (Calif. R.R. Comm.), P.U.R. 1938(C), pp. 267, 
271; Lovell v. Eastern Penn. Light, Heat & Power Co. (Penn. Pub. Serv. 
Comm.), P.U.R. 1921(B), pp. 491, 494. They must “not be merely a matter of 
unwritten company policy.” Re Cheshire Water Co. (Mass. Dept. of Pub. Util.), 
100 P.U.R. (N.S.) 244, 247. 

The want of clarity and specificalness paves the way for unlawful discrimina- 
tion. See e.g., Pub. Serv. Comm. v. Madera, (La. Pub. Serv. Comm.), 93 P.U.R. 
(N.S.) 212, 214; Jefferson Hotel Co. v. Southwestern Bell Teleph. Co. (Mo. Pub. 
Serv. Comm.), 15 P.U.R.(N.S.) 265, 281. As this Commission said in Otter Tail 
Power Co., supra, at page 143: 

Given a monopolistic position and the right to discriminate, an electric 
utility company is in possession of a strong and unfair weapon in its deal- 
ings with municipalities. 

Thirdly, the proposed change in rate schedule may well be unduly prejudicial 
for the reason that the customers of New York Natural other than Niagara 
Mohawk may have upon their shoulders the burden of increased costs and 
expenses for which they will receive no corresponding benefit. The record is 
uncertain as to the extent of the facilities, if any, which New York Natural 
will have to construct in order to sell the gas to Niagara Mohawk under the 
development rate. In these proceedings, New York Natural does not seek author- 
ization to install any facilities. However, said applicant has recently received 
authorization from the Commission for the construction of 12.6 miles of 30’’ 
loop and 1,000 horsepower of additional compression facilities, the time of 
installation of which will ‘depend upon developments in the market.” It seems 
probable from the evidence that a substantial portion of these facilities will be 
needed for the Niagara Mohawk project sales if they are authorized. In all 
events, in view of the growing demands on New York Natural’s system for gas, 
it seems manifest that the transportation by New York Natural of the gas which 
would be required for the sales to Niagara Mohawk under the development rate 
would necessitate the utilization of capacity of New York Natural’s system 
which otherwise would be available to meet other requirements on the system, 
and would result in additional facilities being constructed which otherwise would 
not be needed. The Examiner is satisfied, and finds, that the sales to Niagara 
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Mohawk under the development rate for the Massena-Ogdensburg area would 
impose a financial burden upon New York Natural’s other customers until and 
unless the revenue to New York Natural from such sales reaches a point where 
no loss to New York Natural is entailed. 


New York Natural’s manager of rates testified generally that 


I am thinking that it is entirely possible that during the period of the ap- 
plication of a development rate that neither the transmission company nor 
the distribution company would earn its allowable return on such a market. 
But we are hopeful and really feel that after the development period we 
will earn our allowable return. Both of us. 

New York Natural submitted no studies of the financial repercussions during 
the development period which would follow from granting the development rate, 
or of the effect upon New York Natural’s earnings from a long-range standpoint. 
Some such showing is essential to an informed appraisal of New York Natural’s 
proposal; and in the absence thereof said applicant has not met its burden of 
proof of adducing sufficient evidence to satisfy the Examiner that undue dis- 
crimination will not exist, in granting the development rate to Niagara Mohawk, 
by reason of financial burdens which will be borne by the other customers. 


Theirs [applicants’] in the language of the learned Dean Wigmore, is 
“the risk of nonpersuasion.” Wigmore on Evidence, sec 2485. * * * they 
must satisfy our minds * * * Transcontinental Gas Pipe Line Corp., 11 
FPC 94, 97, quoting from Advances in Rates—Western Case, 20 ICC 307. 
Fourthly, the record is silent as to the positions of the other customers of 
applicant respecting what may be unreasonably preferential and discriminatory 
aspects of the proposed development rate, and the Examiner should have the 
benefit of such positions before authorizing the sales in question. The evidence 
shows that the development rate was tailored to meet the needs and desires 
of Niagara Mohawk for its Massena-Ogdensburg project. Other customers may 
be of the view that, in fairness to all, the rate should be designed differently. 
For example, the rate may be unduly preferential to Niagara Mohawk be- 
cause it is for a term of five years. The development rates of other companies 
in tariffs on file with the Commission of the general character here involved 
are for a period of three years or less. Originally New York Natural proposed 
to Niagara Mohawk a three-year period for the development rate, which the 
latter sought. Asked as to the circumstances which led to the extension of the 
period from three to five years, New York Natural’s vice president in charge 
of sales testified : 


Their [Niagara Mohawk’s] studies indicated that it would take longer 
than three years to develop this area. We have discussed it with other 
companies in our system and found that there were widely varying opinions 
as to the period which was required to develop a new market. That 
it might be a case of maybe a shorter period than two years. That would 
seem unlikely. Every indication seemed to point to the fact that a period 
longer than three years would probably be necessary. 

Opportunity should be afforded the other customers to be heard from concern- 

ing the propriety of the five-year period before the sales to Niagara Mohawk as 

here proposed are authorized. 

Again, the record shows that the load factor in the new service area, as esti- 
mated by New York Natural, will be 56 percent in the third year and 46 percent 
in the fifth year, whereas the existing “contract requirements customers” of 
New York Natural, in their old service areas, have load factors ranging from 
only 20.9 percent to only 38.9 percent, or an average of only 35 percent. Under 

693-488—64——_21 
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these circumstances, will Niagara Mohawk be receiving an undue preference 
if it be allowed to serve its project under a special rate which New York Natural 
seeks to justify as a “concession” “to initiate natural gas service in a new 
territory”? It seems to the Examiner that the other customer companies ought 
to be heard from upon this question, as well as upon other features of New 
York Natural’s proposal, before authorization to make the sale be granted to 
said applicant. 

Because of the extreme doubtfulness that the development rate upon which 
New York Natural’s case is based will ever go into effect, the applications of 
St. Lawrence must prevail over that of New York Natural. 


Economic Feasibility of Respective Projects 


The chances of success for a natural-gas distribution project are dependent 
upon a number of factors, such as markets, construction costs, and operation and 
maintenance expenses. In the case of the respective projects of St. Lawrence 
and Niagara Mohawk, the factor of paramount importance to be considered is 
that of markets and associated revenues. Other elements will be touched on 
briefly. 

Since the proposed service areas of the respective projects are not identical, a 
direct comparison of the market estimates cannot be made. All that we shall 
undertake to do is to determine whether or not the estimates pertaining to each 
project appear to be reasonable and whether or not they are satisfactorily 
substantiated. 

Necessarily market estimates are at best judgment calculations, based on past 
experience in similar areas and circumstances. There can be no guarantee or 
certainty that the estimated number of customers will purchase gas or that the 
purchases will be in the volumes shown. However, a good engineering study, 
based on accurate data, can provide estimates which will come close to actual 
performance. 

St. Lawrence’s market estimates were made by Stone & Webster Service 
Corp., an engineering firm of high standing, with much experience in the gas 
utility field. The estimates were supported by detailed evidence of population, 
customer growth, new dwelling construction, comparative fuel costs and data re- 
garding degree days and expected use per customer; also by information con- 
cerning communities and areas similar to those involved in St. Lawrence’s 
project. St. Lawrence proposes to make its industrial sales in large volumes to 
five industrial concerns, for process and industrial space-heating use only. Let- 
ters of intent to purchase have been executed by each of the concerns following 
extensive conferences between officials of the concerns and representatives of St. 
Lawrence. In each instance, the industrial rates proposed by St. Lawrence— 
65 cents per Mcf for firm gas and 50 cents for interruptible gas—are competitive 
with the cost of the fuel which would be replaced; and in most cases the differ- 
ential is more than 20 percent in favor of gas. St. Lawrence’s total sales as 
estimated will produce revenues which, on the basis of the costs and expenses 
depicted will result in a rate of return of 5.8 percent in the third full year of 
operation. The Examiner finds and concludes that the Stone & Webster market 
estimates are sound. 

New York Natural criticizes St. Lawrence’s proposal in that St. Lawrence 
plans to peak shave on peak days to the extent of 34 percent of its total re- 
quirements. The Stone & Webster engineer testified, and the Examiner finds, 
that this amount of peak shaving is feasible, both from the standpoint of expense 
to, and operation of, the system. 
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New York Natural and Niagara Mohawk point to the fact that provision is 
made in the Trans-Canada—Niagara Ltd. gas purchase contract for seasonal off- 
peak and authorized overrun service only during the first three years. The off- 
peak and overrun service will be for the industrial interruptible market. Ac- 
cording to St. Lawrence’s market estimates, which the Examiner has found to be 
reasonable, such gas will be required only during the three-year period, when 
the residential and commercial load is being built up. 

New York Natural and Niagara Mohawk note that the gas purchase contract 
contains a 90 percent take-or-pay-for requirement respecting the “contracted de- 
mand” gas, and question St. Lawrence’s ability to maintain a 90 percent load 
factor. According to the testimony of the Stone & Webster engineer, which the 
Examiner accepts, St. Lawrence, with its flexible peak-shaving program, will 
maintain more than 90 percent load factor operations. 

The estimates of construction costs of St. Lawrence’s proposed facilities ap- 
pear to be reasonable and proper. 

The coal interests and New York Natural note that the Trans-Canada contract 
provides that the gas purchased from Trans-Canada is to be paid for in Canadian 
dollars; and that in arriving at gas purchase costs, Stone & Webster employed 
a 3 percent premium on Canadian funds, whereas for a number of months in 
1959 the Canadian dollar sold at a premium over the United States dollar of 
approximately 5 percent. Said parties correctly say that the use of a 5 percent 
exchange ratio instead of a 3 percent ratio would have a significant effect upon 
St. Lawernce’s feasibility showing. We are of the view that the use of the 3 
percent premium is justified. An expert on exchange discounts between the 
United States and Canada gave as his opinion that the 3 percent exchange 
premium employed in the estimates was reasonable; that a higher exchange 
premium has an adverse effect upon the flow of American capital to Canada, 
which factor tends to keep the exchange ratio at the 3 percent level. 

The Examiner finds and concludes that there is a reasonable probability of the 
economic success of the St. Lawrence project. 

The evidence respecting the economic feasibility of the Niagara Mohawk 
project was presented by witnesses on behalf of Niagara Mohawk. Said in- 
tervenor’s market estimates were derived with less exactitude than those of St. 
Lawrence. A market survey of the area embodied in the project was conducted 
by Robert Heller & Associates, Inc., and the results were subsequently modi- 
fied by personnel of Niagara Mohawk. No one from the the Heller organization 
testified at the hearing, so there was no witness who had worked on the esti- 
mates from the beginning and who could support them with facts and figures. 
It would appear that in preparing the estimates Niagara Mohawk relied on the 
expertise of officials of the company and their general experience in the nearby 
areas now served by Niagara Mohawk rather than upon a comprehensive study 
of the proposed service area. Niagara Mohawk has had long operating experi- 
ence in the adjacent areas which it serves, and their rates manager who testified 
in support of the estimates was a man of seasoned experience and high capa- 
bility. Furthermore, Niagara Mohawk’s estimates of residential and commercial 
service, insofar as they can be measured by those arrived at by the Stone & 
Webster engineer, appear to be conservative. The Examiner finds that it is 
probable that Niagara Mohawk would obtain at least the number of residential 
and commercial customers which the company shows in its market data, and 
that the estimates of consumption by these customers are reasonable. 

The evidence, however, is insufficient to establish a probability that Niagara 
Mohawk will sell the bulk of its prospective load, the industrial. There was 
testimony as to general conversations had by Niagara Mohawk representatives 
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with officials of prospective industrial customers in which the latter expressed 
an interest in having natural gas made available to them. But the parties did 
not even discuss the comparative cost of fuels. Nor has Niagara Mohawk 
obtained letters of intent or commitments from the industrial concerns to take 
natural gas. The price at which Niagara Mohawk proposes to sell natural gas 
for industrial use is 72 cents per Mef for the first 1,000 Mcf used each month 
and 70 cents per Mcf for additional quantities; and at this price the cost of 
competitive fuels will be less than that of gas. Niagara Mohawk introduced 
evidence that it now sells large volumes of gas for industrial purposes at the 
same price which it proposes for the Massena-Ogdensburg area. But in order 
to meet the standards of proof which the Commission uniformly requires in cer- 
tificate cases, there should be definite, concrete evidence of ability to attach the 
industrial loads in question, vital as they are to the success of Niagara Mo- 
hawk’s undertaking. The Examiner holds that the proof is deficient in this 
important respect, and that Niagara Mohawk has not made out a case of the 
economic feasibility of its project, even if it were allowed the development rate. 

Niagara Mohawk’s estimates of construction costs, as those of St. Lawrence, 
appear to be reasonable and proper. However, existing facilities of Niagara 
Mohawk between the points of delivery by New York Natural and Watertown 
will be utilized to transport the gas for the Massena-Ogdensburg project, and 
Niagara Mohawk has not assigned any of the costs of these facilities to the 
project. The Examiner is of the view that an ascertainment of the cost of the 
proposed new service requires an allocation of a portion of the cost of these 
facilities to the new service. No essential purpose would be served by making a 
determination herein of what the proper allocation should be. Suffice it to say 
that the want of allocation of any of the cost of the existing facilities to the 
new project is an additional feature going to show that the question of the 
economic feasibility of the Niagara Mohawk project is enshrouded with doubt 
and uncertainty. 


Other Points 


Niagara Mohawk Project Would Serve Larger Area—Ecceptional Financial 
Strength of New York Natural and Niagara Mohawk 


New York Natural and Niagara Mohawk point out that the Niagara Mohawk 
project would bring natural-gas service to a larger area and to a larger popula- 
tion than would the St. Lawrence project. It is desirable that the larger area 
be served with natural gas. However, this consideration, weighed against the 
four major considerations listed at page 278, supra, is insufficient to enable New 
York Natural to prevail. Take the one factor of the apparent invalidity of the 
proposed development rate, and the improbability that the Commission would 
ever permit it to go into effect. Under New York Natural’s proposal, unless 
such rate were to become effective, no part of the areas in question would 
receive natural-gas service. 

New York Natural and Niagara Mohawk correctly say that they are very 
strong companies with ability to withstand economic vicissitudes; that they are 
of mature experience and tested ability as utilities; and that Niagara Mohawk’s 
gas operations would be combined with its electric operations in the Massena- 
Ogdensburg area. They say that St. Lawrence, on the other hand, is a newly 
organized company, not yet operating. However, it has been seen that St. 
Lawrence is a subsidiary of Consumers; and New York Natural recognizes that 
“the acts of St. Lawrence * * * are really those of Consumers.” Consumers is 
the second largest gas distributing company in Canada. It would appear, 
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therefore, that from the standpoint of financial strength and ability, the public 
in the Massena-Ogdensburg area would be well served no matter which applicant 
wins out. 


Step Taken by Niagara Mohawk Toward Obtaining Supply of Canadian 
Gas in the Future 





Niagara Mohawk introduced evidence that in 1957 it installed facilities in the 
Iroquois lock and dam in the St. Lawrence River which are capable of transport- 
ing natural gas. Asked as to the materiality of this evidence, Niagara Mohawk’s 
counsel stated: 

Our proposal here, and by “our” I mean New York State Natural’s and 
Niagara Mohawk’s as distributor, is predicated wholly and solely at this 
time on the use of a supply of natural gas from New York State Natural 
Gas Corporation coming northerly into the facilities of Niagara Mohawk 
* * * However, I do think that it is informative to the Commission to 
realize that as a part of this application, we have looked to the future and 
have taken the necessary minimum step to provide for a further supply 

should the economics of the situation work out that it will be desirable in 
a future year, at some future time, to have a further source from Canada. 































This evidence and the reason for its offer are of little consequence. The ar- 
rangements which St. Lawrence has already made to import Canadian gas must 
prevail over Niagara Mohawk’s inchoate and indefinite expectation of procuring 
a supply of such gas sometime in the future. 


Pipeline Capacity of Trans-Canada 


New York Natural and the coal interests raise some questions concerning 
the adequacy of the pipeline facilities and pipeline capacity of Trans-Canada. 
New York Natural points out that the proposed St. Lawrence load will be near 
the terminus of the Trans-Canada system, which extends from Alberta to eastern 
Canada; and that over the greater part of its length the system consists of a 
single line. The record shows, however, that there are adequate facilities avail- 
able for the support of Trans-Canada’s eastern markets in the event of a break- 
down in the Trans-Canada line. They consist of facilities of Ontario Storage 
and the Tennessee Gas Transmission System, which connect with Trans-Canada ; 
and peak-shaving and underground storage facilities of Consumers. 

New York Natural and the coal interests contend that it is doubtful if the 
pipeline capacity of Trans-Canada is adequate to permit the delivery to Niagara 
Ltd. of St. Lawrence’s peak-day requirements in the first three contract years, 
ending with 1962-63. The record is clear that Trans-Canada will have the 
ability to make these deliveries, and the Examiner so finds. Even assuming coin- 
cidental maximum-day requirements on the Trans-Canada system, there will be 
sufficient capacity on such system. The evidence shows that, in the language 
of the Commission in the Midwestern proceeding, supra, at page 780, there is 
sufficient “flexibility in Trans-Canada’s delivery obligations to one large cus- 
tomer, Ontario Natural Gas Storage and Pipelines, Ltd.” to enable the peak-day 
deliveries for St. Lawrence to be made, in addition to the other deliveries which 
Trans-Canada will be required to make. 

Said parties further say that the largest volume shown on Trans-Canada’s 
flow diagrams as being delivered is 8,200 Mcf, whereas St. Lawrence requests 
authorization to import a maximum daily volume of 16,710 Mcf. The difference 
in these two figures does not denote an inability on the part of Trans-Canada 
to meet the deliveries required of it by St. Lawrence. The 8,200 Mcf is the 
required deliveries in the third contract year, which is the last operating year 
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covered in the flow diagrams. The 16,710 Mcf is made up of two figures: 10,980 
Mcf, which is the peak-day requirement from Trans-Canada in the fourth con- 
tract year and also is the total firm contracted demand; and 5,730 Mcf of overrun 
and winter peaking service. St. Lawrence, in its economic presentation, does 
not rely upon importation of any portion of the 5,730 Mcf during peak periods. 
In such presentation, it proposes to obtain this volume for its peak-day supply 
by peak shaving. However, it requests authorization to import the 5,730 Mcf, 
as overrun and winter peaking service, because if gas in these categories of 
service should be available from Trans-Canada during peak periods, such gas 
will be cheaper than manufactured gas. 


Financibility of the Projects 


The record shows that either of the two projects would be readily financed. 
St. Lawrence proposes to finance its initial construction by the issuance of 200,000 
shares of $10 par value common stock which it would sell to Consumers; and 
$2,000,0000 principal amount of 6 percent first mortgage bonds. Subsequent 
construction would be financed by the issuance of additional first mortgage bonds, 
20-year 6 percent sinking fund debentures, and temporary bank loans. A finan- 
cial expert testified, and the Examiner finds, that the proposed financing program 
is well-balanced and workable, and that the mortgage bonds can be readily 
placed with institutional investors; and that the other securities, also, can be 
marketed. 

Niagara Mohawk plans no specific financing for raising the capital require- 
ments for its proposed expansion. In recent years, that company has raised 
approximately $100,000,000 annually to finance new additions to its utility plant. 


It generates, through its operations, approximately $30,000,000 internally from 
depreciation and retained earnings. It has a credit arrangement with banks 
for $75,000,0000 of short-term capital requirements. Consequently, while the 
new plant investment involved in the proposed expansion would probably be 
rolled into some future long-term financing undertaken by Niagara Mohawk, 
there would be no problem in raising funds to construct the project. 


Comparison of Retail Rates 


The proposed retail rates of St. Lawrence and Niagara Mohawk are not so 
dissimilar as to constitute a justification for preferring one application over the 
other. 

Overall, the contemplated retail rates of St. Lawrence are less than those of 
Niagara Mohawk. St. Lawrence’s rates for general (nonheating) residential 
service and for industrial service are lower than Niagara Mohawk’s while the 
latter’s rate for commercial service is lower than that of St. Lawrence. The 
rates for domestic space-heating usage are substantially the same. 

The difference between the total weighted average revenue per Mcf in the 
third year of service for the two companies is approximately 8¢ per Mcf 
(82¢ for St. Lawrence, 90¢ for Niagara Mohawk), or 9 percent. In the first 
year this difference is 12¢ per Mecf, or approximately 15 percent. The main 
reason for St. Lawrence’s lower average rates appears to be its lower rate for 
industrial sales, which constitute the major portion of the estimated total annual 
sales. Thus, while St. Lawrence’s cheaper residential general rate (by 62¢ per 
Mef) is offset by Niagara Mohawk’s cheaper commercial rate (15¢ less per Mcf 
for space-heating and 63¢ per Mcf for general), St. Lawrence’s lower industrial 
rate (by some 18¢ per Mcf) would tip the scales in its favor as regards overall 
rates. It should be observed, however, that Niagara Mohawk’s interruptible 
industrial rates approach being firm in nature, whereas this feature is not true 
of St. Lawrence’s interruptible industrial rates. 
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Of course, the proposed retail rates of either applicant stand to be increased 
in the future by any increases in the cost to it of purchased gas. 

By the Trans-Canada contract, St. Lawrence’s gas costs are subject to a grad- 
uation of approximately one cent per Mcf every four years. Also, by the contract 
future increases in the cost of gas to Trans-Canada could increase St. Lawrence’s 
cost. Furthermore, New York Natural correctly says that federal and state 
regulation commence only at the point of importation, with no control over rates 
prior to that point. 

The Examiner does not feel justified in undertaking to prognosticate the extent 
to which the cost to St. Lawrence of the Trans-Canada gas will rise. The obser- 
vation can be made, however, that maybe the increase will be limited to the 
one-cent-per-Mcf rise every four years. In any event, the price of competitive 
fuels in the United States and the price of natural gas from United States 
sources should tend to be limiting factors. 

The elements which may lead to added costs to St. Lawrence of Trans-Canada 
gas are offset, in measure at least, by the likelihood of increases to Niagara 
Mohawk in the cost of its purchased gas. It should be noted that there are a 
number of cases pending before the Commission wherein large rate increases are 
sought for gas sold to the Consolidated System. If there are substantial in- 
creases in the cost of gas to that system as the result of such cases, they 
probably will ultimately be reflected in part in augmented rates to Niagara Mo- 
hawk. Also to be remembered is the trend of increases in the field prices of 
gas in the United States in recent years, which, if continued, would lead to 
increased rates to Niagara Mohawk. 


Franchises—Authorization from Bridge Company 


The towns and municipalities which St. Lawrence proposes to serve have 
granted franchises to said applicant to render natural-gas service. Niagara 
Mohawk has franchises, in many of the communities which it proposes to serve. 

St. Lawrence has obtained from the directors of Cornwall International Bridge 
Co., Ltd., authorization to construct and operate its natural-gas pipeline which 
is to be attached to the bridge between Canada and the United States, such 
authorization being conditioned upon approval of export by Canada and import 
by the United States. 


Applications before New York Public Service Commission 


In the fall of 1958, St. Lawrence and New York Natural each filed an applica- 
tion with the New York Public Service Commission for authorization to con- 
struct the respective projects and to exercise the franchises. The proceedings 
were consolidated for hearing by the New York Commission and a hearing had 
before that Commission, which concluded on April 1, 1959. A decision in those 
proceedings has been deferred pending action by this Commission on the instant 
applications. 


Authorizations Required by Laws of Canada and Province of Alberta 


At the time of the hearing, the Oil and Gas Conservation Board of the 
Province of Alberta had issued permits under which Trans-Canada was author- 
ized to remove from such province the following maximum volumes of natural 
gas (at 14.4 psia): 860 million cubic feet per day, 295 billion cubic feet per 
year, and 5,870 billion cubic feet during the life of the permits, which extends 
to May 14, 1981. In its brief, St. Lawrence says that subsequent to the con- 
clusion of the hearing, on January 13, 1960, the Oil and Gas Conservation 
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Board so amended the permits as to increase the volumes which Trans-Canada 
is authorized to remove to the following maximum amounts (at 14.4 psia): 
1,033 million cubic feet per day, 343 billion cubic feet per year, and 6,745 billion 
cubic feet during the term of the permits. 

The latter set of figures, of course, is not in the record, and the Examiner 
cannot take official notice of an order or permit issued pursuant to a statute 
of a foreign country or province thereof. Cyc. of Fed. Proc. (3d Ed.), Vol. 8, 
sec. 26.215. However, if it be that amended permits have been issued by such 
board which result in authorizations for the removal from Alberta of the 
volumes last above specified, such volumes would exceed the total estimated 
requirements of Trans-Canada, including the deliveries for St. Lawrence. The 
order hereinafter issued granting the application of St. Lawrence in Docket 
No. G—17500 will be conditioned upon said company filing with the Commission 
satisfactory evidence that Trans-Canada has received from the Oil and Gas 
Conservation Board authorization for the removal from Alberta of the volumes 
of gas last above specified. 

On December 12, 1958, Niagara Ltd. filed an application with the Board of 
Transport Commissioners for Canada for permission to construct its proposed 
pipeline between the point of interconnection with the pipeline of Trans-Canada 
and the interconnection with the facilities of St. Lawrence. 

In one of its briefs, St. Lawrence goes outside the record and says that 
since the hearing herein Niagara Ltd. has made application to the National 
Energy Board of Canada, a successor agency, for (a) a license under Part VI 
of the National Energy Board Act to export to St. Lawrence, through the year 
1980, the daily and annual volumes of gas for which the corresponding import 
permit is sought by St. Lawrence; and (b) a certificate under Part III of the 
National Energy Board Act authorizing Niagara Ltd. to construct and operate 
the gas transmission pipeline between the pipeline of Trans-Canada and the 
facilities of St. Lawrence. St. Lawrence claims that official notice may be taken 
of the fact of the filing of such application. Wedonot agree. But, irrespective 
of whether or not an application has been made to the National Energy Board, 
we can and shall make the order issued herein conditional upon said board 
granting to Niagara Ltd. a license for the export of such volumes of gas for 
sale to St. Lawrence at the prices reflected in the exhibits introduced in evidence 
by St. Lawrence, and a certificate for the construction and operation of the 
connecting pipeline. 









































Report of National Energy Board of Canada 





This decision as originally drafted ended with the paragraph last above. On 
the eve of the issuance of the decision, the Examiner was, on April 5, 1960, 
served by counsel for New York Natural and Niagara Mohawk with a report 
of the National Energy Board of Canada, dated March 1960, entitled, ‘National 
Energy Board Report to the Governor in Council, In the Matter of the Appli- 
cations under The National Energy Board Act of Trans-Canada Pipe Lines 
Limited, Alberta and Southern Gas Co., Ltd., Alberta Natural Gas Company, 
Westcoast Transmission Company Limited, Canadian-Montana Pipe Line Com- 
pany, Niagara Gas Transmission Limited.” The Examiner will make an excep- 
tion and take notice of this report. 

In the report, the Board held that on the basis of the record made, it was not 
prepared to issue an export license or a certificate of public convenience and 
necessity to Niagara Ltd. (referred to as “Niagara Gas”). The reasons which 
the Board assigned were two, as follows: 
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(1) “* * * the agreement between Niagara Gas and St. Lawrence provides 
for recovery of less than the full costs estimated to be incurred by Niagara Gas 
over the life of the export license in transmitting the gas from Trans-Canada’s 
delivery point to the point of export”; and “therefore the Board is not satis- 
fied that the price to be charged by the applicant for the gas proposed to be ex- 
ported is just and reasonable in relation to the public interest.” (pp. 12-25 and 
12-26) 

(2) “* * * acceptance of the present application either would imply ac- 
ceptance of some responsibility to supply, within a short period and thereafter, 
additional gas to meet the load growth of the [Massena-Ogdensburg] area, or 
else would imply a rather casual view by the Board of the responsibilities of 
Canada in commencing a strictly limited supply of gas to a wholly dependent 
export market. Neither implication is acceptable to the Board.” (p. 12-27) 

The Examiner does not feel that any change of the decision herein is called 
for. The report of the National Energy Board is not final. The National 
Energy Board Act, Section 17, provides that 

“The Board may review, rescind, change, alter or vary any order or 
decision made by it, or may rehear any application before deciding 
a. < he 

Even if the report, as now made, should be allowed to stand, the decision 
and order in the instant proceedings cover such contingency. For, as seen, 
the importation of gas by St. Lawrence is not to be permitted without Niagara 
Ltd. having received export authorization from the National Energy Board. 

It is clear from the treatment earlier in this decision that, in the Examiner’s 
opinion, the evidence does not justify the issuance of a certificate to New York 
Natural even if St. Lawrence were to cease being a competitor for the privilege 
of rendering natural-gas service in the Massena-Ogdensburg area. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced and the briefs of counsel, it is 
further found and concluded that: 

(1) St. Lawrence Gas Co., Inc., is a “person” within the meaning of Sec- 
tions 2(1) and 3 of the Natural Gas Act, and the importation of natural gas 
proposed by it is subject to the jurisdiction of the Commission under the 
provisions of Section 3 of the Act. 

(2) New York State Natural Gas Corp. is a pipeline company engaged in 
the transportation and sale for resale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission; and is, therefore, a “natural-gas 
company” within the meaning of the Act. 

(3) The sales of natural gas which New York Natural proposes to make to 
intervenor Niagara Mohawk Power Corp. are sales of natural gas in interstate 
commerce, for resale, and are subject to the jurisdiction of the Commission and 
to the requirements of Subsections (c) and (e) of Section 7 of the Act. 

(4) St. Lawrence is better able to meet and to serve the public interest by 
means of its project than are New York Natural and Niagara Mohawk by means 
of their combined project ; and the proposals of St. Lawrence are to be preferred 
to those of New York Natural, as supported by Niagara Mohawk. 

(5) There is insufficiency of evidence to sustain a finding that the proposed 
sales of gas by New York Natural to Niagara Mohawk are required by the 
public convenience and necessity. 

(6) The importation of natural gas proposed by St. Lawrence in Docket 
No. G—17500 is appropriate and consistent with the public interest, provided 
such importation be upon the terms and conditions hereinafter specified; and 
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an order authorizing such importation should be issued as hereinafter provided. 

(7) The issuance of a Presidential Permit for the construction, operation, 
maintenance and connection, at the international boundary, of the facilities for 
the importation of natural gas to the United States hereinbefore referred to 
and more particularly described in the application in Docket No. G—17501 and 
the exhibit attached thereto, subject to the conditions specified in the order 
herein, is appropriate and consistent with the public interest; and such Presi- 
dential Permit should be issued, pursuant to Executive Order 10485, in the 
event favorable recommendations of the Secretary of State and the Secretary 
of Defense respecting the permit are obtained. 

(8) A certificate for the proposed sales by New York Natural to Niagara 
Mohawk should not be issued. 
ORDER 


Wherefore, It Is Ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of Practice 
and Procedure, that: 

(A) Applicant St. Lawrence be and the same is hereby authorized, subject to 
the conditions specified herein, to import natural gas from Canada to the United 
States, at the points hereinbefore referred to and more particularly desig- 
nated in its application in Docket No. G—17500 and exhibits attached thereto, 
by means of the facilities for which the issuance of a Presidential Permit is 
requested by said applicant in Docket No. G—17501, in maximum annual and 
daily volumes as follows: annual 3,765, 700 Mcf; and daily, 16,710 Mcf. 

(B) The authorization to import natural gas granted in paragraph (A) hereof 
is subject to the following terms and conditions: 

(i) Prior to commencing construction of the facilities referred to in para- 
graph (A) hereof, St. Lawrence shall file with the Commission satisfactory 
evidence that Trans-Canada has received from the Oil and Gas Conservation 
Board of Alberta authorization to remove from Alberta total volumes of natural 
gas (at 14.4 psia) as follows: 1,033 million cubic feet per day, 343 billion cubic 
feet per year, and 6,745 billion cubic feet during the term of the permits. 

(ii) Prior to commencing construction of the facilities referred to in para- 
graph (A) hereof, St. Lawrence shall file with the Commission satisfactory evi- 
dence that Niagara Gas Transmission Ltd. has secured the authorizations re- 
quired by the laws of Canada (1) to export natural gas from Canada, in the 
volumes stated in paragraph (A) hereof, through the year 1980, for sale to 
St. Lawrence at the prices reflected in the exhibits introduced in evidence by St. 
Lawrence; and (2) to construct and operate the proposed gas transmission 
pipeline connecting with the pipeline of Trans-Canada and extending to a point 
of connection with the facilities of St. Lawrence at the international boundary. 

(iii) St. Lawrence shall make, keep and preserve full and complete records 
with respect to the natural gas herein authorized to be imported, and shall file 
with the Commission annual reports showing, by months, the quantities of gas 
imported during the preceding calendar year, together with the volumes im- 
ported on the peak day of each month, and such other reports with respect to 
such importation as the Commission may deem necessary and in such form and 
manner as the Commission may prescribe. 

(iv) The authorization hereby granted may be modified from time to time or 
terminated, after opportunity for hearing, upon further order of the Commis- 
sion, but in no event shall such authorization extend beyond the termination 
of the Presidential Permit which is the subject matter of Docket No. G—17501. 

(v) This authorization shall not be transferred in any manner whatsoever, 
but such authorization shall continue in effect for a reasonable time in the event 
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of involuntary transfer of the facilities used thereunder by operation of law 
(including transfers to receivers, trustees or purchasers under foreclosure or 
judicial sale) pending the making of an application for permanent authorization 
and decision thereon, provided notice is promptly given in writing to the Com- 
mission accompanied by a verified statement that the facts relating to sufficiency 
of supply, rates and nature of use remain substantially the same as before the 
transfer. 

(vi) This authorization shall be effective only so long as St. Lawrence com- 
plies with the conditions of this order and continues the operations hereby 
authorized in accordance with the Natural Gas Act and all pertinent rules, 
regulations or orders heretofore or hereafter issued by the Commission. 

(C) The application of New York Natural, in Docket No. G—17579, for a 
certificate of public convenience and necessity authorizing it to make the sales 
of natural gas to Niagara Mohawk, hereinbefore described and described in its 
application, be and the same is hereby denied. 

HOWELL PURDUE, 
Presiding Examiner. 


SUPPLEMENTAL DECISION FOLLOWING REOPENED HEARING 


UPON COMPETING APPLICATIONS FOR (1) AUTHORIZATION TO IMPORT NATURAL GAS, 
AND PRESIDENTIAL PERMIT FOR THE CONSTRUCTION OF FACILITIES REQUIRED 
THEREFOR ; AND (2) CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued May 12, 1961) 


PurbDvE, Presiding Examiner: On July 27, 1960, the Commission reopened the 


hearing in these proceedings in order “to permit the parties to adduce such 
additional evidence as may be material and relevant to the issues * * *” The 
reopened hearing was held, commencing on October 4, 1960, continuing inter- 
mittently over a period of 16 hearing days, and concluding on December 20, 1960. 
Further oral and documentary evidence was introduced by the two applicants, 
St. Lawrence and New York Natural, and by intervenor Niagara Mohawk; and 
cross-examination of witnesses was conducted by said parties, intervenor Tennes- 
see Gas Transmission Co., and the Commission Staff. Following the hearing, 
the applicants, intervenors Niagara Mohawk and Fuels Research Council, Inc., 
et al. (the coal interests), and the Staff filed additional briefs. 

Niagara Mohawk supports the application of New York Natural. The coal 
interests oppose the granting of any of the applications. 

The Staff again recommend that the St. Lawrence applications be granted, 
and that the New York Natural application be denied. The Staff brief is able, 
and the Examiner relies upon it heavily. 

After due consideration, the Examiner is of the view that there is no occasion 
or justification for departing from his previous decision granting the applications 
of St. Lawrence and denying the application of New York Natural. He hereby 
reaffirms those holdings. He reiterates the reasons therefor set out in the 
original initial decision,.except as they are modified by changed circumstances or 
additional evidence hereinafter pointed out. Further reasons and findings, prin- 
cipally based upon additional evidence presented, are set out below. 


Importation of Canadian Gas as Being in the Public Interest 


The point made in the original initial decision (p. 284) that the importation 
of Canadian gas is in the public interest, to the end of conserving our own 
natural-gas reserves pro tanto, is still valid. The Examiner desires to add one 
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later statistical fact to the treatment in the original decision; and that is, in 
‘1959 the reserve life index of proved recoverable natural-gas reserves in the 
United States decreased from 22.1 years to 21.1 years. FPC Annual Report, 
1960, page 63. 


New York Natural’s Proposed Development Rate 


New York Natural’s whole case is bottomed upon the proposed development 
rate at which said applicant would sell the additional gas to Niagara Mohawk for 
the Massena-Ogdensburg area. 

As noted in the original decision, sales at this rate would be 10 percent less 
than the regular rate. At the original hearing, New York Natural’s proposal 
was to limit the application of the development rate to its “contract requirements” 
customers in its Zone 4. It has only two customers in Zone 4; namely, Niagara 
Mohawk and New York State Electric & Gas Corp., both of whom are “contract 
requirements” customers. At the reopened hearing, New York Natural broadened 
the application of the proposed development rate somewhat; i.e., the rate would 
apply to “contract requirements” customers in Zone 3 as well. Also the present 
proposal is for the period of the development rate to be 3 years instead of 5 
years. There are minor modifications, besides, in the rate. 

More particularly, the rate which New York Natural now proposes to incorpo- 
rate in its revised CR Rate Schedules for Zone 3 and 4 is as follows: 


DEVELOPMENT PERIOD 


“A Buyer which elects to enter into and executes a new service agreement 
providing for the purchase under this rate schedule of natural gas for resale 
through 

(a) a newly constructed natural gas distribution system or a gas distribution 
system first converting to mixed or straight natural gas; and 

(b) ina specified area or areas which, at the date of commencement of service 
by Seller to Buyer for such area or areas, was not being served by natural gas; 


shall during a development period of 36 consecutive months following the date 
natural gas service is first rendered by Seller to Buyer, pay a charge for such 
natural gas equal to 90 percent of the rate provided in this rate schedule for 
all volumes so delivered. At the termination of any such development period 
of 36 consecutive months the Buyer shall pay for all gas so purchased at the full 
rates provided by this schedule.” 

Just as at the first hearing (original decision, p. 285), so now, the entire show- 
ing by New York Natural and Niagara Mohawk of the economic feasibility of the 
Niagara Mohawk project is grounded on the assumption that the proposed develop- 
ment rate will go into effect; and New York Natural does not even undertake to 
establish that it will have a market for the gas which it seeks authorization to 
sell if the development rate does not become effective. 

The evidence establishes beyond question that the development rate was 
designed and is promoted solely for the benefit of Niagara Mohawk. 

The record compels the following three conclusions: (1) New York Natural 
has failed to justify the propriety of the rate; (2) the rate, if permitted to go 
into effect, would be unduly discriminatory in certain respects; and (3) the 
rate, if permitted to go into effect, would stand to be unduly discriminatory in 
other respects. The reasons for these conclusions are six, as follows: 

First, the benefit of the development rate is not to be extended to Zones 1 
and 2, or to “contract quantity” customers, of whom there are many in Zones 
1, 2 and 3. New York Natural correctly says that there are no “contract 
requirements” customers in Zones 1 and 2, but only “contract quantity” cus- 
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tomers, which companies have sources of supply other than New York Natural. 
If there be any warrant for a development rate which favors “contract require- 
ments” customers to the exclusion of “contract quantity’ customers, said 
applicant’s proposal is nevertheless unduly discriminatory. For the rate would 
not apply to any future “contract requirements” customers in Zones 1 and 2. 
However, so far as the record discloses, there is no justification for failing to 
accord to “contract quantity” customers the benefit of the special rate. There 
does not appear to be any economic basis or other condition of affairs which 
warrants a development rate for “contract requirements” customers only. 
The Examiner finds and concludes that New York Natural’s dereliction in not 
making the development rate available in Zones 1 and 2 results in undue dis- 
crimination between the localities constituting Zones 1 and 2 and the localities 
constituting Zones 3 and 4; and, further, that said applicant’s dereliction in 
not making the development rate available to ‘contract quantity” customers 
results in undue prejudice to such customers, and in undue preference to the 
“contract requirements” customers. 

The aggravated nature of the discrimination in limiting the applicability of 
the development rate to “contract requirements” customers is pointed up by 
the following considerations: 

According to New York Natural’s vice president in charge of planning and 
sales, there are “no [other] major areas which might expect service” under 
the development rate. So far as the evidence shows, the only areas other than 
Massena-Ogdensburg which would qualify for the development rate are a com- 
munity of about 350 dwellings; a territory, the size of which is unknown, 
with “some population’; and Morrisville, New York, in Zone 3, where New 
York State Electric & Gas Corp. recently commenced service. New York 
Natural is willing for the development rate to apply to the Morrisville sale. 
The Staff correctly observe, “In contrast to the whopping big daily average 
quantity of gas [which would be] taken by Niagara Mohawk of 13,118 Mcf, 
Morrisville [would] receive a minuscule 410 Mcf at development rate prices.” 

Secondly, New York Natural has presented no study, and the record is barren 
of any persuasive evidence, that the new business which would accrue to New 
York Natural, consisting of the sales for the Massena-Ogdensburg area, would ul- 
timately benefit all of its customers by decreasing the unit costs of service. In 
other words, there is no proof that the development rate would generate new 
business which would ultimately compensate for the revenue deductions during 
the development period, and which would inure to the benefit of all of New York 
Natural’s customers. 

In the absence of such evidence, said applicant has failed to make out a case 
warranting the development rate. In Orange v. Athol Gas é& Electric Co., 
P.U.R. 1920 C, 1033, 1040, in holding that the company’s rates to certain special 
contract customers were discriminatory and unjust, where there was “no clear 
demonstration” that the differences rested upon reasonably proportional differ- 
ences in cost, but rather on “a purpose to attract and hold business not within 
reach of the maximum rate,” the Massachusetts Department of Public Utilities 
held that, 


the only justification for this policy is that the additional business will 
inure to the benefit of this large body of customers who must pay the maxi- 
mum rate, * * *, 


In order to justify the special rate to Niagara Mohawk, it is essential that New 
York Natural make some such showing here, and this it has utterly failed to do. 
Thirdly, the new service to Niagara Mohawk, at the preferential rate pro- 
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posed, would compel the other customers of New York Natural to carry an undue 
financial burden. It seems manifest from the evidence adduced—and from New 
York Natural’s failure to produce any evidence on the question whether, at the 
development rate, it would recover the full cost of the new service—that the 
full cost would far exceed the additional revenues which said applicant would 
derive. 

New York Natural produced two exhibits labelled, “Statement of Incre- 
mental Revenues and Costs Attributable to Proposed Service.” The first of 
these assumes “no investment in facilities”; the second assumes the construc- 
tion of 3.9 miles of 30-inch loop pipeline. Since New York Natural concedes 
that such construction will be required in order to render the service, only the 
second exhibit will be considered. Such exhibit depicts an “increase in revenues 
over costs” of $76,709, $252,602, $284,692 and $364,889 for the respective years 
1961 to 1964, inclusive. Even as a statement of “incremental cost,” the exhibit is 
deficient. It lists as costs only operation and maintenance expense and depreci- 
ation on the 3.9 miles of loop line, purchased gas expense @ 38.16 ¢ per 
Mcef, and taxes. According to the testimony of New York Natural’s own witness, 
5.9 miles of 30-inch loop is attributable to the proposed service in 1961; and 4.8 
miles, in 1962. The record also discloses that New York Natural will have to 
install 1100 additional horsepower at a compressor station prior to the 1962-63 
winter. New York Natural has not included in its exhibit any operation and 
maintenance expense or any depreciation associated with this installation. 
Furthermore, the exhibit does not take into account pending rate increases which 
stand to cause a substantial increase in purchased gas expense. Also, the ex- 
hibit does not include administrative and general expenses associated with any of 
the additional facilities attributable to the proposed service; or any rate of re- 
turn on the rate base consisting of such plant in service after allowance for 
depreciation. 

Other and graver shortcomings in New York Natural’s showing of the “in- 
cremental cost” of its proposed service are set out infra., at pages 309 and 310. 

Of greater moment for present purposes than the inadequacies in the evidence 
respecting the “incremental cost” is the fact that New York Natural gives an 
untrue picture of the effect of the development rate in confining the presentation 
of the cost of the new service to “incremental cost.” “In authorizing * * * the 
rendition of natural-gas services in accordance with the requirement of public 
convenience and necessity, it is of basic importance that the rate for each pro- 
posed service bear the share of the costs reasonably and fairly allocable to that 
service.” Transcontinental Gas Pipe Line Corp., 20 FPC 843, 845. New York 
Natural has failed to allocate to the new service a proper, or any, portion of the 
costs and expenses (including return) associated with its existing transmission 
facilities and five storage pools of said applicant which the evidence shows would 
be used to deliver the additional volumes to Niagara Mohawk. As St. Lawrence 
points out, New York Natural’s presentation “gives the gas a ‘free ride’ from the 
point of receipt, into and out of storage, through pipeline and compression fa- 
cilities, to the point of delivery.” It appears that there is excess capacity on the 
New York Natural system in its Zones 1 and 2 and a portion of Zone 3; and 
that this capacity would be utilized in making the Massena-Ogdensburg de- 
liveries. But the cost of the excess capacity is now being borne by all of New 
York Natural’s customers. As St. Lawrence urges, the customers other than 
Niagara Mohawk should not “continue to be saddled with these costs after the 
existing capacity is devoted to the new sale.” Also, the evidence shows that 
the requirements of the customers in Zones 1, 2, and 3 are constantly increasing, 
so ultimately they should be able to make use of the excess capacity. The true 
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cost of the service to Niagara Mohawk for the Massena-Ogdensburg area, even 
not taking into account the likely increases in purchased gas expense, appar- 
ently would at least be the equivalent of the revenue which New York Natural 
receives at its “contract requirements” rate for Zone 4 customers. Computing 
the cost in this manner, and based on the volumes for the Massena-Ogdensburg 
area which Niagara Mohawk estimates that it would take, the cost during the 
3-year period would be $809,899 more than New York Natural would receive at 
the preferential rate. 

New York Natural’s failure even to undertake to make an allocation-of-cost 
presentation reinforces the conclusion that the cost of its service for the Mas- 
sena-Ogdensburg area would be at least as great as above indicated. The pre- 
sumption is that evidence withheld would be adverse if produced. Cyc. of Fed. 
Proc. (3d Ed.), Vol. 8, sec. 26.273. 

New York Natural’s contention that all that it need show is that the revenues 
from the new sale would exceed the “incremental cost” is wholly without merit. 
To be sure, in Minneapolis Gas Co. v. Federal Power Commission, 278 F. 2d 870, 
and Hast Tennessee Natural Gas Co., 23 FPC 916, 917-18, 925, it was held that 
a pipeline company was entitled to construct laterals and furnish gas service 
to communities or gas districts in the vicinity of its line, despite the fact that 
the purchasers of the gas were not to bear the full cost of service to them. The 
cases give recognition to the concept that there is a certain duty on the part of 
a pipeline company to render service to communities or utility districts within 
the general geographical area in which the company has its lines, which are not 
able to “pay their proper share” of the “cost of service.” These cases are not 
applicable. In the first place, they do not involve a development rate. In the 
second place, there, the pipelines proposed to make the sales of gas directly to 
the communities or gas districts, whereas here the proposal is for New York 
Natural to sell the gas to Niagara Mohawk, a utility company, for distribution 
in the Massena-Ogdensburg area. Niagara Mohawk is fully capable of taking 
on the Massena-Ogdensburg project, of bearing the full cost of service thereof, 
and of absorbing the losses. Niagara Mohawk, in its own language, is a “large 
solid system,” “presently serving 350,000 natural gas customers, is selling more 
than 55 billion cubic feet of natural gas annually. * * * for revenues exceeding 
$62,000,000 annually,” and “owns and operates more than $128,000,000 of gas 
utility plant.” It had an earned surplus on June 30, 1960, of $89,291,439, and 
a total utility operating income of $54,867,437 for the 12 months ending on such 
date. In the former decision the Examiner found that in recent years Niagara 
Mohawk has raised about $100,000 annually to finance new additions to its 
utility plant, annually generates approximately $30,000,000 internally from de- 
preciation and retained earnings; and has a credit arrangement with banks for 
$75,000,000 of short-term capital requirements (p. 294). In view of Niagara 
Mohawk’s great financial strength, it should not, in fairness, be permitted to foist 
any portion of the Massena-Ogsdensburg area losses upon the other customers 
of New York Natural. 

Fourthly, there is no evidence that the three-year development period is, in 
the language of the Staff, “related to market conditions on a system basis,” or 
“to a study of the impact of the time interval on New York Natural’s earnings.” 
Many development-type rates on file with the Commission are for less than 
three years—some for as short a time as 18 months. And, as noted in the former 
opinion, there were “widely varying opinions” amongst the customer companies 
“as to the period which was required to develop a new market,” some of the 


customers thinking that the period should perhaps be shorter than two years. 
(p. 289). 
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Fifthly, as held in the original decision, the language concerning the develop- 
ment rate in the proposed revised rate schedules is indefinite and uncertain; 
and the want of clarity paves the way for unlawful discrimination. It was 
pointed out that the development rate is to be made available for “a newly con- 
structed natural gas distribution system”; and that what constitutes “a newly 
constructed natural gas distribution system” and what, an extension of an 
existing system, is largely a matter of guess and conjecture (pp. 287-288). New 
York Natural takes exception to this holding. Said applicant correctly says that 
it took the provision above quoted, word for word, from a development rate 
provision in an effective tariff of Tennessee Gas Transmission Co. This circum- 
stance is immaterial. For Section 154.23 of the Regulations under the Natural 
Gas Act provides: “The acceptance for filing of any tariff, contract or part 
thereof is not to be considered as approval by the Commission.” So far as ap- 
pears, in accepting the Tennessee Co. tariff for filing, the Commission did not 
pass upon the question as to whether or not the development rate provision 
therein contained is valid. Nor has it done so subsequently. But here, the 
uncertainty in the development rate provision, which would enable New York 
Natural to practice undue discrimination, has been shown by evidence and 
argument presented in a contested proceeding. Under these circumstances, and 
even if there were no other ground of objection to the proposed rate, it would 
seem that the Commission should properly not accept the tariff for filing. 

Sizthly, New York Natural proposes to make the development-rate concession 
to Niagara Mohawk despite the fact that Niagara Mohawk would commence and 
continue operations in the Massena-Ogdensburg area with a substantially higher 
load factor than would obtain on the systems of New York Natural’s other cus- 
tomers. According to New York Natural’s estimates, during the first five years 
of operation in the Massena-Ogdensburg area, the load factors in the area 
would be 53.5 percent, 49.0 percent, 45.8 percent, 43.9 percent and 43.0 percent, 
whereas the other “contract requirements” customers in 1961, for example, will 
have a weighted load factor of only about 35 percent. While this point is not in 
itself determinative of the question of undue discrimination, it is a factor tend- 
ing to show that undue discrimination would follow from the development rate. 

In view of the foregoing considerations, it is to be presumed that the Com- 
mission will not allow the development rate to go into effect. And since the 
showing of New York Natural in support of its application for a certificate of 
convenience and necessity is bottomed upon such rate, its case collapses. 

In the interest of completeness, some additional considerations respecting 
the proposed development rate should be adverted to. In the former opinion, 
the Examiner made the point that “the record is silent as to the positions of the 
other customers of applicant respecting what may be unreasonably preferential 
and discriminatory aspects of the proposed development rate” (p. 289). At the 
reopened hearing, New York Natural adduced evidence concerning the attitude 
of its customers. According to this evidence, during the course of the rehearing 
New York Natural requested all of its customers other than Niagara Mohawk, 
14 in number, to write letters to said applicant making known their position 
respecting the proposed rate. According to said applicant’s witnesses, nine of 
the customers orally stated that they had no objection to the development rate, 
but none of the nine put their sentiments in writing. Four customers addressed 
written responses to New York Natural in which they either objected to or 
questioned the propriety of the development rate. These companies are Empire 
Gas and Fuel Co., Ltd., whose distribution properties are located in Zone 3; 
Pennsylvania Gas Co., whose distribution properties are located in Zone 2; United 
Natural Gas Co., whose distribution properties are located in Zone 1; and North 
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Penn Gas Co., whose distribution properties are located in Zones 1 and 2. The 
position of these companies is indicated by the following excerpts from their 
letters: 

* * * from standpoint of a company with limited expansion possibilities 
a natural question arises of who will bear the additional cost of service 
which would result from this reduced rate during a development period 
in any particular area. * * * (Letter from Empire Gas and Fuel Co., Ltd., 
dated November 4, 1960.) 

* * * Pennsylvania Gas Company objects to your Proposed Development 
Rate outlined in your letter of October 31, 1960, for the following reasons: 

1. The rate is available only to Requirements Customers on the New York 
State Natural Gas Corporation System. 

2. All of New York State Natural Gas Corporation Requirements Cus- 
tomers are located in the State of New York in Zones 3 and 4. 

3. The 10-percent discount proposed to Development Customers would in- 
crease the cost of service to your Contract Demand Customers located in 
the State of Pennsylvania. We do not believe that the customers of Penn- 
sylvania Gas Company should pay any increased costs of service resulting 
from discounted rates to General Service Customers located in New York 
State. (Letter from Pennsylvania Gas Co., dated November 7, 1960.) 

* * * United Natural Gas Company objects to these proposed rates be- 
cause they are discriminatory. They are offered only to Requirements cus- 
tomers and not to all customers. They are discriminatory, also, in that they 
are offered only to Zones 3 and 4 customers and not to Zones 1 and 2 
customers. 

Our company further objects to the proposed rates for the reason that 
unfair costs, through higher rates than otherwise would be necessary, would 
be assessed to customer companies not enjoying equal benefits of develop- 
ment gas and rates. The costs of development gas would be the same as 
nondevelopment gas yet there would be less revenues received from develop- 
ment gas sales. As proposed, these revenue deficiencies would be carried 
by the other customer companies through their rates, and with no tangible 
benefit to them. (Letter from United Natural Gas Co., dated November 
8, 1960.) 

* * * North Penn Gas Company believes that rates should be nondis- 
criminatory and should reflect a consideration of the cost of service and 
an allocation thereof designed to spread such costs on a responsibility basis. 
This principal is well supported in rate making history. 

North Penn Gas Company believes it is discriminatory for New York 
State Natural to offer the proposed development rate to requirements 
customers and not to all customers. * * * 

* * * Obviously the customers in Zones 1 and 2 should not be required to 
make up any deficiency in revenues resulting from the gas which is sold 
under the developmental rate. * * * 

* * * The CQ rate schedules are ordinarily for customers having more 
than one source of gas, and the CR rate schedules are ordinarily restricted 
to customers having only one source of gas. However, such is not true with 
respect to New York State Natural’s CR customers, because several of them 
have a source of gas in addition to that from New York State Natural. 
Therefore, even though the CQ customers might not desire to take advantage 
of the developmental rate, it is discriminatory for New York State Natural 
not to offer the same service to the CQ customers. To offer the service 
strictly to the CR customers is discrimination. 


693-488—64—_22 
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New York State Natural proposes to deliver the developmental rate gas 
at the same points of delivery at which it is presently delivering its CR gas. 
In addition, the developmental rate gas is not to be separately metered. 
Thus, the delivery of the developmental rate gas to the CR customers will re- 
sult in a lower average cost of gas to such customers. Other customers will 
have to pay for the lower average cost of gas resulting from adding the de- 
velopmental rate gas to the non-developmental gas rate, cost-wise. The CQ 
customers definitely should not be required to make up for any cost 
deficiency. 

In view of the fact that every time developmental rate gas is offered by 
New York State Natural, a question will arise as to the effect, cost-wise, 
upon the other customers of New York State Natural who are not receiving 
any developmental rate gas, it should be a mandatory requirement that New 
York State Natural obtain a certificate of public convenience and necessity 
for each delivery, and at the hearing upon such certificate, New York State 
Natural would be compelled to show that its developmental rate deliveries 
will have no adverse effect on the other customers of New York State 
Natural. (Letter from North Penn Gas Co., dated November 10, 1960.) 

The last of the 14 companies, New York State Electric & Gas Corp., by tele 
gram dated November 9, 1960, expressed a qualified “interest” in the proposed 
development rate; i.e., “if it can apply to our new gas distribution system in 
Morrisville.” 

Thereafter, officials of New York Natural, by telephone, importuned the five 
companies who had responded in writing to modify their position. As a conse- 
quence the companies addressed additional communications to New York Natural 
as follows: 

A letter from Empire Gas dated November 11, 1960, recites that New York 
Natural has “advised us” that it has shown in these proceedings that “the 
resulting additional revenues” from the new service to Niagara Mohawk “will 
substantially exceed the additional cost in each of the first four years of opera- 
tions.” The letter then proceeds as follows: 

We understand that a similar development rate would be available to 
us for a newly constructed natural gas distribution system or a specified 
area receiving natural gas for the first time under circumstances where we 
enter into a full requirements contract for that area. 

Under these circumstances, we have no objection to the proposed develop- 
ment rate. It is understood, however, that this letter is being written 
without prejudice to our right to contend at some future date that the 
development rate should be modified if, in our opinion, the application of 
the development rate to others becomes an economic burden to us. 

It will be noted that Empire Gas is under a misapprehension as to the avail- 
ability of the development rate; that their understanding is that the proposed 
rate would apply to a newly constructed natural-gas distribution system or an 
area receiving natural gas for the first time; whereas the fact is that the pro- 
posed rate is to apply only to “a newly constructed natural gas distribution 
system or a gas distribution system first converting to mixed or straight natural 
gas.” 


A letter from Pennsylvania Gas dated November 14, 1960, is to the same 
effect as the foregoing one from Empire Gas, except that Pennsylvania Gas is 
not under the misapprehension as to the applicability of the proposed rate. 

A letter from United Natural Gas bearing the same date, so far as pertinent, 
is as follows: 
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United Natural Gas Company has no objections to the aforementioned 
Development Rates provided their issuance and effectiveness place no eco- 
nomic burden on United Natural Gas Company or its customers and pro- 
vided, also, that the development rates are not discriminatory to any class 
of customer or to any zone served by New York State Natural Gas 
Corporation. 

Evidence submitted by New York State Natural Gas Corporation at Ex- 
hibit No. 98, Docket G-—17579 indicates that for service proposed in the 
Ogdensburg-Massena area no economic burden will result to United Natural 
Gas Company. 

It is understood that this letter is being written without prejudice to our 
right to contend at some future date that the development rate is discrimina- 
tory or that it should be modified, in our opinion, the application of the 
development rate to others becomes an economic burden to us. 

The pertinent portion of a letter from North Penn bearing the same date is 
as follows: 

We are now agreeable to say that North Penn Gas Company has no 
objection to the proposed development rate; provided that the development 
rate be nondiscriminatory based on proper cost allocation and available to 
all zones and to all customers. 

A communication from New York State Electric bearing the same date re- 
cites that “filing of such a rate would meet with our approval.” 

It is plain from the entire series of correspondence that only one of the five 
customer companies, New York State Electric (to which Company the develop- 
ment rate would apply), approves of the rate; and that the other four com- 
panies are in fact opposed to the rate if—as has been found herein—an economic 


burden would be placed upon them, or if the rate would otherwise be unduly 
discriminatory. 


Economic Feasibility of Respective Projects 
St. Lawrence correctly says: 


The strength of the St. Lawrence project is bottomed upon its natural 
proximity to the source of supply and its demonstrated ability to attach 
all of the market—including the industrial load—in the proposed service 
area. 

In the former decision, the Examiner found that there is a reasonable prob- 
ability of the economic success of the St. Lawrence project (p. 291). The addi- 
tional evidence adduced at the reopened hearing does not justify altering, but, 
rather, confirms, that finding. There have been a few changes in the financial 
picture which St. Lawrence presents, but they are relatively minor: Also, it 
appears that differences from St. Lawrence’s original showing which will 
result in decreasing the rate of return are offset by differences which will or 
may result in increasing such rate. 

The expense of St. Lawrence’s gas supply will be greater because of increased 
transportation charges which St. Lawrence will pay to its affiliate, Niagara Ltd. 
A revised cost-of-service agreement between the two companies is based on 
depreciation on a 5 percent straight line basis in lieu of 114 percent, and a rate 
of return of 744 percent instead of 7 percent. The increased charges taper off 
in the latter years of the 20-year agreement. In the third year, St. Lawrence’s 
estimated operating expense will be increased under the modified agreement by 
$17,000. The effect of this increase, standing alone, is to reduce the estimate 
of the rate of return of 5.8 percent in the third year, which the Examiner 
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previously found to be a reasonable estimate (original decision, p. 290), to 5.5 
percent. 

While there has been a decrease in the prices of all of the fuel oils (Nos. 2, 
4, 5, and 6), natural gas at the industrial rates which St. Lawrence proposes 
would be lower than the competitive fuels which said applicant expects to re- 
place by from 10 percent to 22 percent. 

The increased expense of $17,000 is offset by the following considerations : 

Subsequent to the former hearing the engineer market witness for St. 
Lawrence made a review of the industrial market. The review discloses that the 
requirements of one of the potential industrial customers have been augmented ; 
and that there are several potential customers in addition to those included in 
the original showing, most of whom have already installed gas-burning equip- 
ment, and are interested in taking natural gas at St. Lawrence’s proposed 
rates. The increase in the potential market is 250,000 Mcf per year. Of this 
volume, the engineer estimates, reasonably, that St. Lawrence will make in- 
creased industrial sales to the extent of one-half of this volume, or 125,000 Mcf. 
Trans-Canada is to make available to St. Lawrence 175,000 Mcf of additional 
authorized overrun interruptible service during the first two years. The addi- 
tional quantities are within the daily and annual limits of the export permit. 
The estimated increased industrial sales would augment St. Lawrence’s net 
income by $15,000 per year. 

Furthermore, Trans-Canada has recently agreed to provide winter peaking 
service to Niagara Ltd. for St. Lawrence’s first operating year and consequently 
the construction of St. Lawrence’s peak-shaving facilities is to be deferred. The 
record discloses that Trans-Canada will have adequate capacity for the peaking 
service at least in the first winter; and that likely such service will be available 
in subsequent years. During whatever period the winter peaking service is 
available, the cost of peaking gas will be materially lessened. 

According to preliminary 1960 figures, recently released, the population of the 
area is 10 percent less than the engineer witness for St. Lawrence estimated at 
the former hearing. However, it appears from the evidence that the rates of 
attachment of residential customers as previously estimated are justified by the 
experience of other operating companies, and continue to be valid. 

Niagara Mohawk points out that St. Lawrence proposes to sell the industrial 
interruptible gas, constituting 51 percent of its total sendout, at 50 cents per 
Mcf, whereas St. Lawrence’s average cost of gas is 54 cents per Mcf; and asserts 
that this is a “dangerous situation.” St. Lawrence makes an adequate response ; 
i.e., that the sales of industrial interruptible gas are not to be made on the peak 
day; that the commodity portion of St. Lawrence’s gas costs is only 31 cents; 
and that the industrial sales will improve the load factor and thus redound to 
the financial benefit of the firm customers. 

The Examiner finds and concludes that a sound and reasonable estimate of the 
rate of return which the St. Lawrence project will earn in the third year of 
operation is approximately 5.8 percent. 

The evidence discloses that the changes in the financial showing respecting 
the St. Lawrence project will not affect its financibility. 

In contrast to St. Lawrence’s demonstration of the economic feasibility of its 
project, New York Natural has not established that the project for which it 
seeks certificate authorization is economically feasible, even assuming Niagara 
Mohawk’s project to be feasible. Furthermore, the record compels the con- 
clusion that the Niagara Mohawk project is economically infeasible, even if 
it were to have the benefit of the development rate. 
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Respecting the matter of the failure of New York Natural to make out a 
case, the Examiner adopts as findings and conclusions the Staffs’ treatment of 
this question in their brief, as follows: 


New York Natural has failed to prove, on an incremental cost basis, the 
economic feasibility of its proposed additional service to Niagara Mohawk. 


In order to render the proposed service to Niagara Mohawk, New York 
Natural will need additional facilities which are not installed or authorized. 
The instant application makes no request for such facilities * * * 


Mr. Floyd I. Fennell, in charge of design and gas dispatching for New 
York Natural, testified that he contemplated a three-year incremental con- 
struction program during which 45.7 miles of 30-inch looped pipeline 
would be installed parallel to an existing 20-inch pipeline (line 30) out of 
the E. M. Borger Compressor Station. The total amount of looped pipeline 
for each year involved, along with the lengths purportedly required for the 
sale to Niagara Mohawk are as follows: 


Number of 
miles of pipe- 
line in cumu- 

lative total 

Cumulative | allocated to 
total miles Niagara Mo- 
hawk project 
for Massena- 

Ogdensburg 

area 


In addition to this looped pipeline, the construction and installation of 
1100 additional horsepower at the E. M. Borger Compressor Station and 
11.7 miles of looped 26-inch pipeline will be required to meet peak-day 
obligations in January 1963 and 1964. 

Unjustifiably, New York Natural assumes that the applications it plans 
to file in the future, and which relate to this project,’ will automatically be 
issued certificates of public convenience and necessity. There is no basis for 
such an assumption. The record contains only the barest information about 
New York Natural’s planned expansion programs for the years 1962 through 
1964 ; i.e., only the pipeline flow charts of the design engineer. The engineer 
himself does not know which of his designs will be approved for a variety of 
reasons, or whether the Board of Directors will authorize construction. 

The record is barren of any information bearing on initial installation 
costs of those facilities which New York Natural admits are required for the 
additional service to Niagara Mohawk. Specifically, what are the costs of 
installing 5.9 miles of looped pipeline during the first year? This is the 
minimum allocable portion of the looped facilities attributable to the new 
service. The cost was not submitted and consequently is not known. If 
New York Natural’s future applications are denied or modified, how much 
more than 5.9 miles of looped pipeline will be needed to initially render 
this service? 


2The Examiner takes official notice that on April 28, 1961, New York Natural filed an 
application in Docket No. CP61-285 wherein it seeks authorization for the construction 
and operation of a portion of the sections of pipeline listed under the heading “Cumula- 
tive Total Miles,” supra. Whether or not any of the proposed sections of pipeline which 
are involved in the recent filing relate to the Massena-Ogdensburg project cannot be 
Aetermined until after the hearing in that proceeding. 
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To gauge the economic feasibility of this expansion project, not one down 
the road to be filed in the future, the Commission obviously needs informa- 
tion bearing on initial installation costs. The only costs submitted were 
hypothesized third-year costs caculated on a rolled-in basis with facilities 
yet to be authorized. These costs even assume that only 3.9 miles of pipe 
will be required in the first year, which is clearly contrary to their own 
evidence that 5.9 miles is required. In any event, these hypothesized costs 
and the diluted effect obtained from rolling them in with drawing board 
facilities do not provide the Commission with sufficient evidence to declare 
New York Natural’s project as economically feasible. 

The incremental economic feasibility of a project, it is submitted, can be 
established only by determining with precision, the cost of facilities re- 
quired incrementally in addition to those already installed and authorized ; 
and not upon facilities which might or might not be installed—or partially 
installed. Citing American Louisiana Pipe Line Co., 20 FPC 575, 600. 

In the present case, it is impossible to determine the accuracy of the 
rolled-in costs attributed to the expanded service. New York Natural could 
well have overestimated its anticipated overall market growth for 1964. If 
it did (no exhibits were submitted on market growth), the costs attributed 
to the Massena-Ogdensburg project would be exessively diluted. * * * 

New York Natural failed to prove economic feasibility. * * * It follows, 
therefore, that its application should be denied. 


As to the Niagara Mohawk project itself, Niagara Mohawk introduced an 
exhibit, “Pro Forma Statement of Income” for its enterprise in St. Lawrence, 
Franklin, and Jefferson Counties; in other words, a presentation of the projected 
earnings of the enterprise. In this exhibit, on the basis of the development 
rate, Niagara Mohawk comes out with an estimated rate of return in the third 
operating year of 7.58 percent. 

The Niagara Mohawk exhibit does not stand up in two major respects: (1) 
there has been an overestimation of the industrial load ; and (2) there has been a 
failure to allocate to the Massena-Ogdensburg project the costs attendant upon 
the transportation of the gas in the system of Niagara Mohawk for a distance of 
100 miles from the point of delivery by New York Natural to Watertown, at 
the southerly end of the Massena-Ogdensburg area. 

The importance of the first of these two points is apparent from the fact 
that Niagara Mohawk, in the first year of service, would receive 60 percent of 
its total revenue from industrial customers; and in the third year, 43 percent. 
Niagara Mohawk produced letters of interest in taking natural gas, from 9 of 13 
prospective industrial customers, upon whom it relies in its estimates. In the 
letters, three small companies, who together would take only 3.9 percent of the 
total estimated industrial load, expressed an intention, or a qualified intention, 
to purchase industrial gas at the currently effective rates. All of the other let- 
ters are merely to the effect that the companies would be interested in convert- 
ing to the use of gas if ‘‘economically feasible,” or if its use “will result in over- 
all economies to us,” or if “the cost would be competitive in price to the other 
fuels available,” or if the rates would be “economically attractive.” 

In the original decision, the Examiner found that at Niagara Mohawk’s pro- 
posed industrial rate, the competitive fuels would sell for less than gas (p. 291). 
It has already been noted that since the former hearing, the prices of fuel 
oils have decreased. Niagara Mohawk now proposes a different industrial rate. 
The new rate would result in a higher cost of gas, by 2 cents per Mcf, than the 
former rate to all of the potential industrial customers except the largest fuel 
user, Aluminum Company of America. That company would pay an average 
price of 0.7 cents less than the rate formerly proposed. 
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The engineer market witness for St. Lawrence prepared an exhibit in rebuttal 
in which he eliminated Niagara Mohawk’s estimated industrial sales to 6 of 
the 13 prospective industrial customers. The reason and basis for the elimina- 
tion are that in the cases of the six customers, the industrial sales of gas would 
have to replace fuels which cost substantially less than would gas at Niagara 
Mohawk rates. The estimated sales which the St. Lawrence witness eliminated 
from the Niagara Mohawk market study are all of those which would replace 
coal and No. 6 oil; and, in the case of Alcoa, sales which would replace No. 2 
oil as well as No. 6 oil. The witness testified that whether or not some of the 
remaining industrial sales could be made would depend upon conversion costs, 
with which he was unfamiliar; and that for the purpose of his study he had 
assumed that Niagara Mohawk could make them. As to Alcoa, it is true that 
No. 2 oil is somewhat more expensive than natural gas at Niagara Mohawk’s 
proposed rate for the volume of Alcoa’s purchases. However, the St. Lawrence 
witness testified, and the Examiner finds, that Alcoa mixes the No. 2 oil with 
No. 6 oil and thereby produces a grade of oil which is easier and less expensive 
to handle than No. 6 oil; and that under the present method of operation the 
No. 2 oil could not be replaced with gas without also replacing the No. 6 oil 
with gas; and that the total replacement at Niagara Mohawk rates would be 
$16,000 per year more expensive to Aleoa than are its present fuels, not taking 
conversion costs into account; furthermore, that if Alcoa were to change its 
method of operation so as to enable Niagara Mohawk gas to replace the No. 2 
oil without replacing the No. 6 oil, the saving would be insufficient to permit 
the amortization of the conversion costs over a reasonable period of time. In 
the Examiner's opinion, the elimination of Niagara Mohawk’s estimated sales to 
the six industrial customers, including Alcoa, is proper. 

As above indicated, Niagara Mohawk, in its projected earnings exhibit for 
the Massena-Ogdensburg project, allocates no costs whatever to such project 
attendant upon the 100-mile transportation of the gas from the point of delivery 
by New York Natural through the existing system of Niagara Mohawk to 
Watertown. The injustice to Niagara Mohawk’s present customers which 
results is all the more apparent when it is considered, as the record discloses, 
that in the third year of operation gas for the Massena-Ogdensburg area would 
take up from 34 percent to 100 percent of the capacity of the facilities between 
these two points, and that a compressor station to be constructed between such 
points would be used exclusively to deliver volumes to the new market. In 
the rebuttal exhibit, the St. Lawrence witness remedied Niagara Mohawk’s 
omission of the cost of transporting the gas for the 100 miles to the Massena- 
Ogdensburg area. He made an allocation of costs in the rebuttal exhibit, and 
revisions of the Niagara Mohawk presentation, which may be summarized as 
follows: 

The witness first determined the transmission expenses, general taxes and 
depreciation associated with each section of the Niagara Mohawk pipeline sys- 
tem south of Watertown which would be used to transport the gas from the 
point of purchase from New York Natural. He then calculated the allocated 
amounts for each opefating year by multiplying the foregoing costs in each 
section by a fraction, the numerator of which is the amount of gas flowing 
through a particular section on the peak day for delivery north of Watertown, 
and the denominator of which is the total quantity flowing in such section on 
the same day. The witness gave effect to these results by revisions of the 
Niagara Mohawk exhibit. He made further revisions by charging to the 
Massena-Ogdensburg project a correspondingly proportionate share of the rate 
base associated with the existing transportation facilities, and interest charges 
on the debt portion of the total allocated gross plant. 
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In the Examiner’s opinion, the inclusion, as part of the cost of serving the 
Ogdensburg-Massena area, of allocated costs for the transportation of the gas 
from the point of receipt by Niagara Mohawk to Watertown is necessary in 
order to give a true picture of the cost of service. The Examiner is further 
of the view that the method of allocation employed by the St. Lawrence witness 
is reasonable and proper. 

Niagara Mohawk contends that all of the costs of its present transmission sys- 
tem should continue to be borne by its present customers. It cites Battle Creek 
Gas Co. v. Federal Power Commission, 281 F. 2d 42. That case is not applicable. 
There, Trunkline Gas Co. sought a certificate of convenience authorizing an 
expansion and extension of its facilities, and authorizing it to sell gas to one 
particular customer. The Commission had held that the cost of certain gather- 
ing lines, and of certain facilities which would expand Trunkline’s pipeline 
eapacity, were properly to be “rolled in” with the other system-wide costs of 
Trunkline; and thereby charged against all of its customers, and not against 
the single customer whom Trunkline was seeking authorization to serve. The 
Court of Appeals affirmed this holding. The Commission had found, and the 
Court of Appeals agreed, that the expanded facilities would benefit the entire 
system ; that the expansion was the first step in an overall program designed to 
meet all of the requirements of all of Trunkline’s customers; that the facilities 
would provide “cheap expansibility” to Trunkline, permitting future expansions 
to be made by relatively inexpensive increases in facilities; and also that the 
expansion opened up new gas reserves and new producing areas from which 
all of Trunkline’s customers would benefit. For these reasons, the Commission 
there used the rolled-in cost allocation method; and for these reasons, its action 
in so doing was affirmed by the Court. (281 F. 2d at p. 45.) Here, there are 
no such factors, or any factors which would benefit the present customers of 
Niagara Mohawk to the extent of justifying the application of the rolled-in cost 
allocation method. Here, such method would put an unfair burden on Niagara 
Mohawk’s present customers, and should not be employed. 

The elimination of a portion of the industrial load as above described, and 
the allocation of transportation costs, reduces Niagara Mohawk’s estimated rate 
of return in the third year of operation from 7.58 percent to (in the language 
of the Staff) an “unremunerative” 3.24 percent. 

St. Lawrence and the Staff question the estimates pertaining to residential and 
commercial service, the results of which are used in Niagara Mohawk’s projected 
earnings exhibit. The Examiner is of the view that the estimates of residential 
and commercial attachments are justified by the evidence. The market study 
of residential and commercial loads was made by an engineer of a reputable in- 
dependent consulting engineering firm, Commonwealth Services, Inc., who tes- 
tified on behalf of Niagara Mohawk. The method which he used, in arriving 
at the base load and heat attachment estimates, consisted of a count of the 
dwelling units and commercial establishments in the area involved and a ran- 
dom sampling of residences and commercial establishments; and also, in arriv- 
ing at the base load estimate, of a count of the number of propane air gas users 
in certain areas. This is a recognized and acceptable method in making a market 
study. The percentages of estimated attachments which the witness came up 
with are somewhat higher, but not out of line with, the percentages as estimated 
by the engineer witness for St. Lawrence, of Stone and Webster Service Corp. 
However, the “use per customer” factors employed in the Commonwealth Serv- 
ices market study relative to residential and commercial service seem to be on 
the high side. Certainly (with the exception of Residential-General) they are 
far in excess of the corresponding figures used by the Stone and Webster market 
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estimate witness for St. Lawrence. The factors used by the Stone and Webster 
witness were based upon the operating experience of a number of gas utility 
companies, after allowance was made for differences in construction character- 
istics in different geographical areas. The “use per customer” factors employed 
in the Commonwealth Services market study are also in excess of corresponding 
figures used in a previous market study of the Massena-Ogdensburg area which 
was made for Niagara Mohawk in 1957 by another reputable independent engi- 
neering concern, Robert Heller & Associates. Such factors in the Commonwealth 
Services study are also in excess of corresponding figures contained in a modi- 
fication of the Heller study which was made by the rate manager of Niagara 
Mohawk. The rate manager testified generally at the initial hearing herein that 
he derived the average annual residential unit usage from the actual experience 
of Niagara Mohawk in the most adjacent area which that company now serves 
with natural gas. The “use per customer” factors employed in the respective 
studies are as follows: 


| Heller Common- 
Stone & study as wealth 
Webster Heller modified Services 
witness study by rate witness 
for St. mer. of j|for Niagara 
| Niagara Mohawk 
| 


Lawrence 
Mohawk | 


Residential—Heating - -- i 182 200 
Commercial—General__- seit y 100 100 
Commercial— Heating 500 500 


If, for the purpose of comparing the economic feasibility of the two projects, 
the Niagara Mohawk projected earnings exhibit be adjusted by the applica- 
tion of the “use per customer” factcrs employed by the St. Lawrence witness, 
there results an estimated rate of return for the Niagara Mohawk project in 
the third year of operation of only 2.80 percent. 

It should also be observed that Niagara Mohawk, in its projected earnings 
exhibt, has utilized low depreciation rates which the New York Public Service 
Commission prescribed for its present gas properties. In order to have an 
accurate comparative evaluation of the two projects, the St. Lawrence esti- 
mates should be adjusted by employing the depreciation factors used in the 
Niagara Mohawk exhibit. Such adjustment results in an estimated rate of 
return for the St. Lawrence project of approximately 6.44 percent. The 
Examiner finds and concludes that such estimated approximate rate of return 
for the St. Lawrence project in the third year is reasonable, provided St. 
Lawrence uses the same low depreciation rates as those prescribed for New 
York Natural. 

Manifestly, the St. Lawrence project is by far the more economically feasible 
of the two projects; and indeed, is the only one which is economically feasible. 


Gas Supplies Available to Respective Applicants 


In the light of the additional evidence adduced at the reopened hearing, the 
Examiner reaffirms the finding and conclusion reached in the original decision 
that St. Lawrence has available a more adequate and reliable gas supply than 
does New York Natural. 


St. Lawrence 


In the original decision, the Examiner found that Trans-Canada has salable 
proved contracted gas reserves having a minimum deliverability life of 1314 years 
commencing with the year 1961 (p. 279). If the language there used be not 
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sufficiently clear, the Examiner now so finds. No evidence has been produced 
which militates against this finding. 

Furthermore, the National Energy Board of Canada, in passing on an appli- 
eation of Niagara Ltd. for a license to export the gas to St. Lawrence, 
found that: 

The reserves and deliverability of gas are adequate to meet the commit- 
ments of Trans-Canada, including the volumes of gas necessary to enable 
the export for which a license is sought by this applicant. (Report to the 
Governor in Council dated March 31, 1960, p. 2.) 

The evidence also shows that Trans-Canada is continuing its policy of 
purchasing and acquiring additional reserves of gas. 

The National Energy Board of Canada, in a Report to the Governor in Coun- 
cil dated March 31, 1960, dealt with the overall picture of applications for 
export licenses in relation to surplus established reserves in Canada. In this 
report, the National Energy Board reached the conclusion that after supplying 
Canada’s domestic needs and after granting all export licenses before the 
Board, there would remain “9.3 trillion cubie feet of established reserves esti- 
mated to be surplus at the present time,” and “a surplus of some 46 trillion 
cubie feet estimated for 1989 having regard to the trends in discovery of gas 
in Canada.” The Board then proceeded to say: 


It would thus be possible to grant the export licences without exceeding 
the surplus remaining after due allowance has been made for the reasonably 
foreseeable requirements for use in Canada. (p. 12-7.) 

The Naticnal Energy Board has issued a license to Niagara Ltd. authorizing 
said company, for the period from May 31, 1960, to June 30, 1980, to export 
natural gas to St. Lawrence to the extent of the maximum volumes for which 
the license was sought; viz., 3,765,700 Mcf annually and 16,710 Mcf daily. The 
license is made subject to the condition that the market to be served is limited 
to St. Lawrence County. 

New York Natural and the coal interests erroneously construe the decision of 
the National Energy Board as meaning that throughout the entire term of the 
license the St. Lawrence project is to be restricted to the foregoing volumes 
and to a service area limited to St. Lawrence County. In making the authoriza- 
tion, the Board gave consideration to an estimate presented by Niagara Ltd. of 
“the maximum cumulative requirements which might develop in the St. Law- 
rence County area of upper New York State over the 20-year period for which 
the export license is sought.” In this connection, the Board observed that it 
was not committing itself to grant a further application for incremental volumes, 
but that such future application would have to be considered in the light of 
“the circumstances existing at the time” it is made. (Report of May 31, p. 19.) 
This mode of procedure is uniformly followed by regulatory agencies. Respect- 
ing the limitation of the market to St. Lawrence County, the Board observed: 

* * * the Board has not taken into account any requirements for a more 
extensive area and would expect that any such extension, were associated 
with supplies of Canadian gas from Niagara [Ltd.], would be the matter of 
a further application prior to any such event. (Jd., p. 9.) 


New York Natural 


The evidence establishes that for the years 1962 and 1963, there has been an 
improvement in New York Natural’s gas supply position over that indicated 
by the evidence at the initial hearing. New York Natural submitted an exhibit 
which sets out the annual and peak-day requirements and supplies both of the 
Consolidated Natural Gas System as a whole and of New York Natural in 
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particular. The exhibit shows an excess of supply over estimated require- 
ments in the first two years of the Niagara Mohawk project, 1962 and 1963; 
but only an equal balance of supply and requirements in 1964. 

As to the availability of gas to meet colder-than-normal weather, the man- 
ager of gas supply of the Consolidated System testified, “We have built up 
sufficient safety volumes of gas in our storage inventories to take care of those 
colder-than-normal periods.” Taking into account the excesses of supply over 
requirements in 1962 and 1963, it is a justifiable conclusion from the evidence 
that in those years the System will be able to meet the demands of colder-than- 
normal winters. 

In 1964, however, when, according to the exhibit, the supply and requirements 
will be balanced, the Examiner finds that the effect of the exhibit and the testi- 
mony related thereto is that the gas supply available to New York Natural will 
be marginal, so that there will be little gas with which to meet colder-than- 
normal weather. It is true that a witness for New York Natural testified that 
the company would begin the 1964 winter season with a balance of 125,612 MMcf 
in its five northern storage pools. And New York Natural, on the basis of this 
figure, concludes that it will have at least 12,892,000 Mcf during that winter 
season with which to meet colder-than-normal weather. It appears, however, 
that the witness assumed more capacity than the storage facilities will actually 
have; for by the testimony of the official of New York Natural in charge of de- 
sign of facilities, the aggregate of the maximum capacity of the five storage pools 
is only 113,150 MMcf. 

New York Natural presented evidence of claimed additional pipeline sources of 
supply for the Consolidated System not contained in the foregoing exhibit. 
These consist of (1) an option to purchase 10,000 MMcf annually from Trans- 
continental Gas Pipe Line Corp., commencing January 1, 1963, subject to author- 
ization being obtained from the Commission; (2) commitments from Trans- 
continental and Texas Eastern Transmission Corp., also subject to Commission 
authorization being obtained, for an additional 15,000 MMcf annually from each 
of said companies, upon a 2-year notice that Consolidated intends to reactivate 
its share of the Leidy Storage Field; and (3) a statement of contingent inten- 
tion by Panhandle Eastern Pipe Line Co. to supply an additional 11.000 MMcf 
annually, commencing January 1, 1963. However, the Commission has recently 
found such deficiencies in Transcontinental’s gas supply showing in another 
proceeding that it is exceedingly doubtful that gas will be available to New 
York Natural under the aforementioned option and commitment from Trans- 
continental. Also, as to the 15,000 MMcf commitment from Transcontinental, 
there is no evidence that Consolidated is to give a two-year, or any, notice that 
it will reactivate its share of Leidy Storage Field. Panhandle’s statement of 
contingent intention is not substantial evidence that New York Natural will 
receive additional gas from that source. For, as the Staff note, “It is a com- 
monly accepted fact that Panhandle’s failure to enlarge its pipeline capacity in 
the past has created a great unsatisfied demand for gas in its market area.” 
Michigan Consolidated Gas Co. v. Federal Power Commission, 283 F. 2d 204, 
210; Panhandle Eastern Pipe Line Co. v. Federal Power Commission, 219 F. 2d 
729, 731. As to Texas Eastern being a source of additional gas, just as in the 
case of Transcontinental there is no evidence that Consolidated will give the 
requisite notice that it will reactivate its share of Leidy Storage Field. Further, 
the Texas Eastern deliveries of 15,000 MMcf are contingent upon Commission 
authorization; in particular, upon the Commission finding that Texas Eastern 
has such volume of gas available for the Consolidated System taking into 
account Texas Eastern’s obligations to its other customers. 
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There is an additional consideration which may limit New York Natural’s 
ability to serve its customers in colder-than-normal weather, to which the Exam- 
iner has not adverted, and which did not prevent him from iinding that in 1962 
and 1963 the Consolidated System will be able to meet colder-than-normal winter 
conditions. This consideration is that in given situations on the Consolidated 
System, limited transmission capacity and gas supply reduce peak-day opera- 
tional flexibility. The Staff cogently aver: 
With the record in this somewhat inconclusive condition, it is difficult to 
determine the extent to which the limitations impair New York Natural’s 
capability to deliver additional gas to Niagara Mohawk. It seems that New 
York Natural could well have submitted evidence, characterized by factual- 
ity, that any existent inflexibility will be of no material consequence in 
future years. This it failed to do and left the matter entirely to surmise. 
If the Commission should authorize additional deliveries to the Consolidated 
System from only one of the aforementioned pipeline possible sources of supply, 
say Texas Eastern, the consideration just mentioned would perhaps take on 
greater significance. 
New York Natural makes some additional arguments, in the attempt to 
bolster its gas supply showing, which are not supported by citations to the record 
or by any evidence in the record so far as the Examiner can recall. 
On the basis of the record made, the Examiner finds that whether or not New 
York Natural can meet the demands of colder-than-normal weather in 1964 is a 
matter of uncertainty; and that in the event of a colder-than-normal winter, 
the situation may well be critical. 
Furthermore, for the years following 1964, the Consolidated System must 
perforce rely upon the availability, and future commission authorization, of 
additional volumes with which to meet the incremental requirements of the 
System’s customers. In Hl Paso Natural Gag Co., 22 FPC 900, 903, speaking of 
El Paso’s “extensive system,” the Commission said: 
Additional gas is becoming increasingly difficult and more expensive to obtain 
because of the many purchasers competing for the available gas. It takes 
great diligence and skill simply to obtain enough new gas supplies to maintain 
the present minimum balance * * * 

The same observation would seem to be true of Consolidated’s “extensive system.” 

Overall, the conclusion is justified that St. Lawrence is in a stronger position 
respecting gas supply than is New York Natural. 

* * m 








* * * + 


There are no other points deserving of mention made in the briefs which were 
filed by applicant New York Natural, intervenor Niagara Mohawk, or the 
intervenor coal interest, following the reopened hearing, but have been sufficiently 
covered in the Examiner’s original initial decision herein. New York Natural 
and Niagara Mohawk, however, continue to stress one point so repeatedly that 
the Examiner will advert to it again; and that is, that the Niagara Mohawk 
project embraces a larger area than that of St. Lawrence. The point is wholly 
without merit, in view of the evidence which has beer ‘eviewed and the findings 
which have been made herein. It is far better, in the public interest, to authorize 
natural-gas service for a sound project than for an unsound project which covers 
a larger area. Cf. Carolina Natural Gas Corp., 10 FPC 409, 507-08. 

St. Lawrence has now introduced satisfactory evidence that Trans-Canada 
has received from the Oil and Gas Conservation Board of Alberta authorization to 
remove from Alberta the total volumes of gas specified in paragraph (B) (i) of 
the order accompanying the Examiner’s original decision herein. St. Lawrence 
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has also introduced satisfactory evidence that Niagara Ltd. has secured the 
authorization required by the laws of Canada to export natural gas from Canada 
for the sale to St. Lawrence as specified in paragraph (B) (ii) of such order, 
except that the sale is to be at an increase in price, as hereinbefore indicated, 
above the prices reflected in the exhibits introduced in evidence by St. Lawrence 
at the original hearing. St. Lawrence has also introduced satisfactory evidence 
that Niagara Ltd. has secured the authorization required by the laws of Canada 
to construct and operate the facilities referred to in paragraph (B) (ii) of such 
order. There is therefore no longer any occasion to have the conditions specified in 
said paragraphs (B)(i) and (B) (ii) attached to the authorization granted to 
St. Lawrence to import natural gas from Canada. 

The ultimate findings and conclusions, (1) to (8), inclusive, set out at pages 
297 and 298 of the Examiner’s original initial decision in the proceedings, are 
specifically made a part hereof; and, likewise, the ordering paragraphs, (A) to 
(C), inclusive, set out at pages 298 and 299 of the original initial decision, 
except paragraphs (B) (i) and (B) (ii). 

HOWELL PURDUE, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and Howard Morgan. 


CITY OF TACOMA, WASHINGTON, PROJECT NO. 2016 
ORDER APPROVING EXHIBIT L DRAWINGS FOR FISH HANDLING FACILITIES 
(Issued August 8, 1961) 


On May 1, 1961, City of Tacoma, Washington, licensee for major Project No. 
2016, filed for Commission approval Exhibit L drawings for fish handling facilities 
at the Mayfield Dam to be located on the Cowlitz River in Lewis County, Wash- 
ington. The drawings were filed in compliance with the requirements of Article 
30 of the license for the project. 

The Department of Game and the Department of Fisheries—both of the State 
of Washington, have approved those of the above-mentioned Exhibit L drawings 
for upstream passage of anadromous fish and have approved the Exhibit L draw- 
ing for downstream migrant fish facilities to the extent of the use of the “Louver” 
principle, but details of the downstream migrant system were not approved. 

The United States Fish and Wildlife Service, Department of the Interior, have 
also approved the Exhibit L drawings for upstream passage of anadromous fish, 
but state that the Exhibit L drawing for downstream migrant fish facilities 
should indicate that a downstream migrant counting facility will be part of the 
fish facilities. 

That the objectionable feature of the Exhibit L drawing for the downstream 
migrant system has been taken care of by the licensee is indicated in a recent 
letter from an Assistant Secretary of the Interior, dated June 23, 1961, advising 
that the U.S. Fish and Wildlife Service states that the functional fish facilities 
as shown on the Exhibit L drawings filed with the Commission on May 1, 1961, for 
upstream and downstream migrant passage systems at Mayfield Dam are 
satisfactory. The Exhibit L drawing for the downstream migrant system has a 
note thereon stating that: “A fish counting station will be incorporated in this 
system. Actual details and location of the station remain to be determined.” 
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The Commission finds: 


The following described Exhibit L drawings conform to the Commission’s rules 
and regulations and should be approved as part of the license for the project as 
hereinafter provided : 


Exhibit FPC No. Title 


Exh. L Sheet 15 2016-71 Mayfield Fish Facilities—General Plan—Func- 
tional Layout—Sheet 1 of 5. 

Exh. L Sheet 16 2016-72 Mayfield Fish Facilities—Upstream Migrant 
System—Functional Layout—Sheet 2 of 5. 

Exh. L Sheet 17_.___ 2016-73 Mayfield Fish Facilities—Upstream Migrant 
System—Functional Layout—Sheet 3 of 5. 

Exh. L Sheet 18 2016-74 Mayfield Fish Facilities—Upstream Migrant 
System—Functional Layout—Sheet 4 of 5. 

Exh. L Sheet 19 2016-75 Mayfield Fish Facilities—Downstream Migrant 
System—Functional Layout—Sheet 5 of 5, 


The Commission orders: 


The Exhibit L drawings described in the above finding are approved as part 
of the license for Project No. 2016. 


COASTAL TRANSMISSION CORPORATION, DOCKET NO. G-—18338; 
HOUSTON TEXAS GAS AND OIL CORPORATION, G-18615; SHELL 
OIL COMPANY, G-—18805, G-18439; THE SPARTA OIL COMPANY, 
G-19964; SOUTHERN NATURAL GAS COMPANY, CP60—-92; THE OHIO 
OiL COMPANY, G-17896; TURNBULL & ZOCH DRILLING COMPANY, 
OPERATOR, ET AL, G-17960; H. L. HAWKINS AND H. L. HAWKINS, 
JR., OPERATOR, ET AL., G-18077; LOUIS BAKER, ET AL., G-18175; J. 
RAY McDERMOTT & CO., INC., OPERATOR, ET AL., G—18212; AMER- 
ADA PETROLEUM CORPORATION, G-—18346; PHILLIPS PETROLEUM 
COMPANY, G—18375, G-—19498; TIDEWATER OIL COMPANY, OPERA- 
TOR, G-18376; GETTY OIL COMPANY, OPERATOR, ET AL., G—18378; 
HELIS PETROLEUM CORPORATION, OPERATOR, ET AL., G-18379; 
SOCONY MOBIL OIL COMPANY, INC., G—18384, G-18386; SOCONY MO- 
BIL OIL COMPANY, INC., OPERATOR, G-18385; UNION OIL COM- 
PANY OF CALIFORNIA, G-18389; GREAT EXPECTATIONS OIL 
CORPORATION, ET AL., G-18396; McCURDY & McCURDY, G-—18434; 
THE PURE OIL COMPANY, OPERATOR, ET AL. G-18438; THE 
BRITISH-AMERICAN OIL PRODUCING COMPANY, G-18445; HER- 
MAN BROWN, ET AL., G-18479; JOHN A. NEWMAN, OPERATOR, 
ET AL. G—18481; M. W. CROCKETT, ET AL., G-18522; INVESTORS 
SYNDICATE OF THE SOUTHWEST, INC., G-18590; LAYTON BROWN 
DRILLING COMPANY, INC., E. LAYTON BROWN, OPERATOR, G-18674; 
G. H. VAUGHN, JR., ET AL., G-18678, ET AL., GEORGE K. TAGGART, 
JR., OPERATOR, G-18796; CALLERY PROPERTIES, INC., G—1i8857; 
Vv. F. NEUHAUS, G-18861; RICHARD KING, JR., G-—18987; CLARK 
FUEL PRODUCING COMPANY, OPERATOR, ET AL., G—19052; THE 
SUPERIOR OIL COMPANY, G-—19129, G-20349; THE PURE OIL COM- 
PANY, G-19140; IRWIN AND BESS, G-19297; GREGORY J. GALLA- 
GHER, G-19308; TRICE PRODUCTION COMPANY, G-—19340; W. W. F. 
OIL CORPORATION, OPERATOR, ET AL., G-19585; TIDEWATER OIL 
COMPANY, G-19971; TEXACO SEABOARD, INC., G—18887, G-—20460; 
EXETER OIL COMPANY, G-19064; DELHI-TAYLOR OIL CORPORA- 
TION, G-19464; GEORGE PARKER, G-19718; SUNRAY MID-CONTINENT’ 
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OIL COMPANY, G-—19803; SKELLY OIL COMPANY, G-—20155; AMERADA 
PETROLEUM CORPORATION, G—20200; CONTINENTAL OIL COMPANY, 
G—20242; DIVERSA, INC., G—-20458; GREGORY J. GALLAGHER, G—20385 ; 
THE ATLANTIC REFINING COMPANY, G—20492 










ORDER MODIFYING AND ADOPTING PRESIDING EXAMINER’S DECISION IN PART, CON- 
SOLIDATING PROCEEDINGS AND ISSUING CERTIFICATES AND DEFERRING ACTION 










IN PART 
(Issued August 9, 1961) * 






Syllabus 









. Possible harmful effects of competition and loss of business to fuel oil inter- 
ests is not of such magnitude as to require denial of certificates. P. 323. 

2. Revenues to be received from Houston Texas’ proposed direct preferred 
interruptible sale customers will adequately compensate for cost of serv- 
ice allocable to such sales; there is no evidence indicating sales will 
adversely affect company’s ability to adequately and reasonably serve 
existing resale customers, and consequently alleged violations of Section 
4(b) of the Act are not in issue here. P. 323. 

3. Considering public policies of the United States as expressed in fair trade 
practices, antitrust laws and Natural Gas Act, Commission finds nothing 
here indicative that proposed sales would run counter to expression of 
fundamental national policy contained in such statutes. P. 325. 

4. Proposed boiler fuel sales approved since (1) Company will not expand 
facilities and purchase additional volumes of gas to make proposed sales; 
(2) proposal is the reallocation of volumes of gas presently being sold 
for boiler fuel at lower prices, to customers willing to pay higher rates 
for same end use; and (3) benefits will accrue to jurisdictional custom- 
ers by allowing Company to operate system efficiently at high load factors 
as well as collect additional revenues enhancing financial integrity. 
P. 326. 

5. 1.45 debt service coverage ratio based on twenty-five year bond amortiza- 
tion schedule approved for Crescent City project considering facts and 
circumstances of the project. P. 328. 

6. In absence of local and state franchising authority, certificates issued 
Coastal and Houston Texas conditioned to limit sale of gas by Houston 
Texas to City Gas Company of Florida for resale in southwest Miami. 
P. 330. 

Referring to General Policy Statement No. 61-1 and Opinion No. 339, Com- 
mission conditions certificates issued Amerada Petroleum Corporation and 
Phillips Petroleum Company to provide initial prices collected not exceed 
23.25 cents. P. 331. 

8. Reduced contract prices collected by Amerada and Phillips, and contract 

prices collected by other producers, will be subject to refunds determined 
by further proceedings fixing proper initial prices. P. 332. 

9. “Refund floor” for price conditions in producer certificates found improper 
in the absence of evidence that proposed initial prices are required by 
public convenience and necessity. P. 332. 

10. Coastal and Houston Texas certificates conditioned on removal from books 

of account, of debt discount and expense incurred by Houston Corporation 

and submission of satisfactory plan of financing. P. 384. 





































*Initial decision appears on p. 339. Modified on rehearing by order issued November 2, 
1961, 26 FPC 678. 
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11. Houston Texas certificate conditioned on submission of appropriate financing 
plan wherein its equity ratio shall be maintained at at least 15 percent. 
P. 385. 

12. Southern’s proposed rate schedule covering sales to Coastal constitutes an 
initial rate schedule since it contains service not previously rendered 
by Southern. P. 333. 

13. Commission issues certificates of public convenience and necessity to appli- 
eants under Section 7 of the Natural Gas Act. P. 333; 388. 

Kuykendall, Chairman, concurring, filed separate statement. 

Kline, Commissioner, concurring, filed separate statement. 

Leon M. Payne, L. E. Frazier, Jr.. Sam Clammer and Robert M. Scott for 
Coastal Transmission Corporation. 

Sam Clammer and Robert M. Scott for Houston Texas Gas and Oil Corpora- 
tion and The Houston Corporation of St. Petersburg, Florida. 

Joseph C. Spalding and Oliver L. Stone for Shell Oil Company. 

George W. Eddy for Sparta Oil Company. 

William 8S. Tarver for Southern Natural Gas Company. 

Cecil A. Beasley, Jr., and John W. Kern III, for Brevard County Gas District, 
Brevard County, Florida and Cities of Fernandina Beach, Crescent City, New 
Smyrna Beach and St. Cloud, Florida. 

Leon F. Weaver for City of Boca Raton, Florida. 

Dale EH. Doty, Jacob Goldberg and S. D. Dell, Jr., for City of Gainesville, 
Florida. 

Stanley M. Morley and Louis Flaz for City Gas Company of Florida. 

Dale E. Doty, Jacob Goldberg and Robert T. Miller for City of Lakeland, 
Florida. 

Albert J. Feigen for City of Maitland, Florida and The Lake Apopka Natural 
Gas District. 

R. Philip Haddock for City of Mulberry, Florida. 

Dale E. Doty, Jacob Goldberg and J. Thomas Gurney Sr., for City of Orlando, 
Florida and Orlando Utilities Commission. 

Cecil G. Costin, Jr., for St. Joe Natural Gas Co., Ine. 

Stanley J. Smitzes for City of Tarpon Springs, Florida. 

Christopher T. Boland and Thomas F. Brosnan for Florida Public Utilities 
Company. 

John W. Glendening, Jr., John S. Schmid, Andrew B. Young and S. Gordon 
Elkins for Peoples Gas System, Inc. 

James F. Minnett for Pompano Natural Gas Corporation. 

Reuben Goldberg for Southern Gas and Electric Corporation. 

Bryce Rea, Jr., and Thomas M. Knebdel for the Fuel Oil Committee of the 
Better Home Heat Council of Florida. 

Charles E. McGee, Francis H. Caskin, and Guggenheimer & Untermyer for 
Tennessee Corporation. 

Eugene BE. Threadgill for Miller Gas Company. 

E. W. Moise and Norman A. Flaningam for Atlanta Gas Light Company. 


Robert L. Russell and Lloyd E. Dietrich for the Staff of the Federal Power 
Commission. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Arthur Kline, 
Joseph C. Swidler and Howard Morgan. 





These proceedings, which arose on interdependent applications filed by Coastal 
Transmission Corporation (Coastal) and Houston Texas Gas and Oil Corpora- 
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tion (Houston Texas) for certificates of public convenience and necessity under 
Sections 7 (c) and (e) of the Natural Gas Act (Act), are before us on excep- 
tions to the initial decision of the presiding examiner, issued March 1, 1961, in 
Docket Nos. G—18338, G—18615, G—18805, G—19964 and CP60-92. Oral argument 
before the Commission was had on the matters involved in the above-mentioned 
dockets on April 27, 1961. These five dockets present for decision three main 
issues: (1) In Docket No. G—18338 (Coastal), and Docket No. G—18615 (Houston 
Texas), whether under Sections 7 (c) and (e) of the Act the public convenience 
and necessity require the proposed expansion of the joint Coastal-Houston 
Texas pipeline system for the transportation of additional volumes of natural 
gas to market areas in Florida and require the proposed increased sales; (2) in 
Docket No. G—-18805 (Shell Oil Company) and Docket No. G—19964 (The Sparta 
Oil Company), whether pursuant to Section 7 (e) of the act the public con- 
venience and necessity require the sale of natural gas by these two independent 
producers to Coastal; (3) in Docket No. CP60-92 (Southern Natural Gas Com- 
pany), whether, pursuant to Sections 7 (c) and (e) of the Act the public con- 
venience and necessity require the construction and operation of facilities for 
the sale, and the sale, of natural gas by Southern Natural Gas Company to 
Coastal. 

Subject to certain conditions the presiding examiner would grant the requested 
certificates of public convenience and necessity. We conclude that in most par- 
ticulars the examiner’s decision as it pertains to those applications is correct 
and we shall adopt it as our own save certain matters subsequently described. 

Following the filing by Coastal and Houston Texas of their certificate applica- 
tions, independent producers, including Shell Oil Company (Shell) and The 
Sparta Oil Company (Sparta) in Docket Nos. G—18805 and G—19964, respectively, 
filed fifty-three applications for certificates for authority to sell gas to Coastal. 
The producer applications were consolidated with the applications of Coastal 
and Houston Texas, but subsequently fifty-one of the independent producer 
applications (i.e., all save those of Shell in Docket No. G—18805 and Sparta 
in Docket No. G-19964) were severed from the consolidated proceeding ; a hear- 
ing was held with respect to them; and on September 19, 1960, final certificates 
were issued for these fifty-one sales.’ 

Meanwhile on March 31, 1960, we denied the Public Service Commission of 
New York (PSC) intervention in Docket No. G—18338, and the dockets consoli- 
dated with it at that time, including all fifty-three independent producer appli- 
cant dockets. PSC petitioned for review and the Court of Appeals for the 
District of Columbia ™ held that under our rules it had the right to intervene 
in the proceedings when we denied intervention. 

Therefore, in light of that recent court decision the fifty-one independent 
producer dockets previously severed will be reconsolidated herein, new. condi- 
tioned permanent certificates will be issued to all independent producers, and 
certain conditions will be added to the certificates granted Coastal and Houston 
Texas. 

In our discussion to follow we shall consider the dockets relating to Coastal 
and Houston Texas, the independent producers, and Southern Natural Gas Com- 
pany, in that order. 


1 The Ohio Oil Company, et al., Docket No. G—17896, et al. 
1a Public Service Commission of New York v. FPC, 295 F. 2d 140 (CADC Nos. 15366, 
15854, 15910, June 15, 1961), rehearing denied August 3, 1961. 


693—488—64——_23 
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Coastal Transmission Corporation, Docket No. G-—18338; Houston Texas Gas 
and Oil Corporation, Docket No. G—18615 


Coastal and Houston Texas own and operate a joint pipeline system extending 
from the south Texas Gulf Coast to markets in Florida.” Coastal which presently 
is Houston Texas’ sole source of supply, operates that portion of the joint pipe- 
line system extending from sources of supply in Texas and Louisiana to the 
environs of Baton Rouge, Louisiana. There it connects with Houston Texas’ 
lines. The Houston Texas system extends from Louisiana to markets in Florida 
as far south as the Miami area. 

Coastal seeks authorization to construct and operate additional facilities cost- 
ing $7,275,000 for the transportation and sale of increased volumes of natural 
gas as well as authority to sell the increased volumes to Houston, Texas. The 
proposed facilities would increase the maximum daily capacity of Coastal’s 
system from 273,506 Mcf to 371,000 Mcf (at 14.73 psia). Coastal would pur- 
chase additional gas from several independent producers, including Shell Oil 
Company and The Sparta Oil Company, which it would deliver to Houston 
Texas at the eastern terminus of its line, north of Baton Rouge. It would also 
purchase 12,600 Mcf daily from Southern Natural Gas Company which Southern 
Natural Gas Company would deliver directly to Houston Texas for Coastal’s 
account. 

Houston Texas’ proposed facilities would increase its maximum day design by 
93,000 Mcf to a total of 371,000 Mcf at a cost of $16,126,000. It would sell the 
increased volumes to certain existing customers, initiate natural gas service to 
fourteen new resale customers,’ eleven new direct sale customers,‘ and to one 
existing direct sale customer at an additional location.® In addition, six munici- 
palities and one gas district (Intervenor-Distributors), not included in Houston 
Texas’ application as proposed customers, were permitted to intervene for the 
purpose of obtaining allocations of gas from Houston Texas for their proposed 
distribution systems.® These intervening distributors request that the certificate 
to be issued to Houston Texas be conditioned by requiring that natural gas 
service be furnished to them. The examiner would grant their request. 

The presiding examiner found that the stated requirements of Sections 7(c) 
and (e) have been met; that the applicants are able and willing properly to do 
the acts and to perform the services proposed and to conform to the provisions 


2 Both corporations are wholly owned subsidiaries of The Houston Corporation and are 
natural gas companies within the purview of Section 2(6) of the Act (See 16 FPC 118). 

®The proposed resale customers are: City Gas Company of Florida, Pompano Natural 
Gas Corporation, Dade City Natural Gas Company, Gulfcoast Natural Gas Company, St. 
Joe Natural Gas Company, Inc.; The Houston Corporation, Miller Gas Company, City of 
Vero Beach, City of Tarpon Springs, City of Williston, City of Fort Meade, Town of Jay, 
Brevard County Gas District, and City of Crescent City. 

*The proposed direct sale customers are: City of Homestead, City of Kissimmee, Mich- 
igan Chemical Company, Tennessee Corporation, Armour Fertilizer Company, Air Prod- 
ucts, Ine., Cummer Lime and Manufacturing Corporation, General Portland Cement 
Company, United Clay Mines Corporation, City of Vero Beach, and Florida Hydrocarbons 
Company. 

®City of Orlando. 

The Intervenor-Distributors are: The Cities of New Smyrna Beach, Boca Raton, Mul- 
berry, St. Cloud, Fernandina Beach, and Maitland and The Lake Apopka Natural Gas 
District. The other intervenors to the proceedings include: Brevard County Gas District, 
the Cities of Gainesville, Lakeland, Tarpon Springs, Crescent City, and Orlando; City Gas 
Company of Florida, St. Joe Natural Gas Company, Inc., Florida Public Utilities Com- 
pany, The Houston Corporation, Peoples Gas System, Inc., Pompano Natural Gas Corpora- 
tion, Southern Gas and Electric Corporation, Fuel Oil Committee of the Better Home 


Heat Council of Florida, Tennessee Corporation, Miller Gas Company and Atlanta Gas 
Light Company. 
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of the Act and the requirements, rules, and regulations of the Commission 
thereunder ; that there is a public need and desire for the proposed and requested 
service, sales, operations, and extensions; that there is an adequate gas supply 
and adequate markets; that the facilities will be feasible from the standpoint of 
cost, design, and operation; that the projects can be reasonably and feasibly 
financed ; and that all the projects are economically feasible with the exceptions 
of those proposed by Brevard County Gas District and the City of Crescent City.’ 

We conclude that, except as hereafter stated, the examiner’s findings are fully 
supported by the evidence of record; and that the various estimates, factors, 
and data relied upon by the examiner are reasonable, valid, sound, and re- 
liable.“ Accordingly, his findings will be adopted as those of the Commission, 
with certain few exceptions noted below. 

Of all the parties which filed exceptions, only the Fuel Oil Committee of the 
Better Home Heat Council of Florida (Fuel Oil) opposed the granting of the 
applications of Coastal and Houston Texas.* For the most part, Fuel Oil’s 
exceptions which concern particularly Houston Texas’ project, are a mere re- 
capitulation of the many issues and matters we find were adequately and 
properly disposed of by the examiner in his thorough and complete decision. 
However, some of the points raised warrant discussion here. Apparently, the 
underlying reason for Fuel Oil’s determined opposition is grounded on the 
competition and loss of business which is apt to arise as a result of the proposed 
expanded natural gas service. On the balance we do not consider the possible 
harmful effects of the competiton and loss of business to the fuel oil interests 
to be of such magnitude as to require the denial of the requested applications. 

Exceptions filed by the other parties pertain primarily to specific conditions 
the examiner would or would not impose and certain rulings he made. We find 
none of the exceptions filed to the examiner’s decision concerning the Coastal- 
Houston Texas applications of sufficient merit to require changing his basic 
conclusion that the requested authorizations should be granted. Save those ex- 
ceptions hereinafter discussed and granted, all exceptions relative to Docket Nos. 
G-—18338 and G—18615 have no merit in law or fact. 


Fuel Oil’s Exceptions 


First, Fuel Oil has consistently maintained that Houston Texas’ proposed 
direct preferred interruptible sales rates do not bear their full share of cost of 
service. In addition, it contends they are unduly preferential, prejudicial, and 
discriminatory and, consequently, they are violative of Section 4(b) of the Act 


as well as the unfair trade practices and antitrust laws. We find no merit in 
these allegations. 


™The examiner would condition Houston Texas’ certificate to provide service to these 
two proposed distributors only upon the filing of new agreements omitting certain 
franchise payment obligations. 

ta The finding of an adequate gas supply is contingent upon the independent producers 
acceptance of certificates issued herein, as discussed beginning on page 331. 

§ Exceptions relative to Docket Nos. G—18338 and G—18615 were also filed by the City of 
Crescent City, Brevard -County Gas District, Coastal and Houston Texas, Miller Gas 
Company and Commission staff (Staff). Oral argument on the matters raised in the 
several exceptions was made by City Gas Company of Florida, Coastal and Houston 
Texas, Staff, Miller Gas Company, Crescent City and Brevard. Since Coastal and 
Houston Texas filed joint exceptions, their exceptions hereinafter will be referred to as 
those of Houston Texas. 

® More specifically, Fuel Oil claims that the proposed direct sales are in violation of the 
Clayton Act as amended by the Robinson-Patman Act (15 USC 13(a)) as well as “the 
public policy of the United States expressed in the antitrust laws, 15 USC Sec. 1, et segq., 
i.e., to promote the commerce of the United States by assuring free and fair competition 
among all localities and all businesses, great and small.” 
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Concerning the question of whether such sales are compensatory, the undis- 
puted evidence reveals the lowest rate for these sales is more than sufficient to 
recover the estimated cost of service.® Accordingly, we find that the revenues 
received from the anticipated sales to all such direct sale customers will 
adequately compensate Houston Texas for the cost of service shown in this 
proceeding to be allocable to such sales. 

As to the allegations of preference, prejudice, and discrimination, Fuel Oil 
points to Houston Texas’ present sales of direct preferred interruptible gas at 
33 cents per M’ Btu and to its proposed sales of preferred interruptible gas to 
some of the new direct consumers at 34.5 cents per M’ Btu and to others at 38 
cents per M’ Btu. Fuel Oil maintains that these varied prices are for basically 
the same service and, therefore, grant an undue preference to the customers 
purchasing at the lesser prices, and, subject the other customers to an undue 
prejudice; also that the proposed sales result in an undue preference to users of 
industrial gas buying from distributors at 33 cents per M’ Btu; also, that the 
sales are unduly preferential or discriminatory, as the case may be, as to the 
various localities involved. Furthermore, Fuel Oil alleges that the discrimina- 
tion in Houston Texas’ nonjurisdictional pricing policy is not related solely to 
the rates themselves but also to the manner in which Houston Texas will operate 
its pipeline facilities to effectuate the sales. It challenges the likelihood of any 
curtailment of the direct interruptible sales and it alleges that the various 
competitive fuel adjustment clauses in some of the contracts with the direct 
interruptible customers brings about an unlawful fixing of varying rate levels, 
all of which gives Houston Texas an improper competitive advantage over the 
local fuel oil dealers. 

The examiner concluded that the Commission has no jurisdiction over direct 
sales and, therefore, even if these sales should be unduly preferential or 
prejudicial they are not in violation of Section 4 (b) of the Act. Furthermore, 
without such jurisdiction he stated the Commission has neither power nor 
authority to forbid them as being in violation of the unfair trade practices and 
antitrust laws. 

Concerning the alleged violations of Section 4(b) of the Act, the examiner 
was correct when he stated that we have no jurisdiction “over the sales in 
question, since they are not sales for resale.” We do, however, have jurisdiction 
over the interstate transportation of gas sold and thereby have authority to 
determine whether the facilities for the initiation of direct sales of gas by a 
natural-gas pipeline company are required by public convenience and necessity 
under Section 7(c) of the Act. But it has been held in the past that this authority 
gives us no power to regulate or fix the prices of direct sales so long as the rates 
charged are compensatory to the seller and the facilities to be installed and the 
service to be rendered the direct sale customers will not impair the pipeline 
company’s ability to provide adequate and reasonable natural gas service to its 
existing resale customers.“ In the instant case the estimates indicate that the 
direct preferred interruptible sales will be compensatory. Further, there is no 
evidence of record to indicate that such sales will adversely affect the ability 
of Houston Texas to adequately and reasonably serve its existing resale custom- 


1 See Exhibits Nos. 115 and 114 wherein the cost of service has been classified to the 
demand and commodity components in accordance with the Atlantic Seaboard Formula. 
(11 FPC 43) 

1 Panhandle Eastern Pipe Line Co. v. Public Service Commission of Indiana, 332 U.S. 
507 (1949) ; Panhandle Zastern Pipe Line Co. v. F.P.C., 232 F. 2d 467 (CA 3 1956), cert. 
den., 352 U.S. 891; City of Hastings v. F.P.C., 221 F. 2d 31 (CADC 1954), cert. den., 349 
U.S. 920; South Georgia Natural Gas Co., 23 FPC 795 (1960). 
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ers. Consequently, the alleged matters of undue preference and prejudice under 
Section 4(b) of the Act are not in issue. 

Concerning Fuel Oil’s claims that Houston Texas’ pricing policy and rates for 
the sale of direct preferred interruptible gas are violative of the fair trade prac- 
tices and antitrust laws” we do not believe that our authority extends to the 
enforcement of the aforementioned acts and we believe we cannot decide defini- 
tively whether the sales contemplated constitute violations of those statutes. 
However, in determining whether the sales in question are in the public interest 
we cannot ignore the public policy as expressed by the Congress in the fair trade 
practices and antitrust laws.” 

We have considered the public policies of the United States as expressed in the 
fair trade practices and antitrust laws and in our own act.“ After weighing 
the possible impact of the sales on competitors and the economy ™~ we find that 
the substantial evidence of record shows an overbalancing public benefit will 
result from these sales and, therefore, that the public interest requires our 
granting a certificate of public convenience and necessity authorizing the trans- 
portation of gas and facilities necessary therefor for the consummation of the 
sales in qeustion.“ The consuming public in Florida will greatly benefit as a 
result of the contemplated direct preferred interruptible sales. Such disposition 
of valley gas will enable Houston Texas to operate its system more efficiently. 
Higher load factors will be maintained throughout the year meaning cheaper 
and better service to all Houston Texas’ jurisdictional customers. Industries, 
able to convert to the use of natural gas, will benefit from improved methods of 
operations and cheaper production costs. Such sales, we believe, would aid the 
economy of the peninsula of Florida. 

Furthermore, the proposed sales would inject a competitive fuels atmosphere 
into many areas of Florida. A basic objective of the fair trade practice and 
antitrust laws is the promotion of competition in the open market. These 
statutes are aimed at preserving opportunity for market access and fostering 
market rivalry, so that the public will receive the better service, lowered prices, 
and other benefits the rivalries of comeptitors produce. Accordingly, business 
success, growth, and the ability to expand are not held to be unlawful, even 
though competitors may suffer harm as a result. These principles and policies, 
which the fair trade practices and antitrust laws embrace, have been declared 
in judicial decisions so numerous as to require no citation. 

Finally, nothing in the record appears to us as indicative that Houston Texas’ 
proposed rates and pricing policy covering its direct preferred interruptible sales 
would run counter to the expression of fundamental national policy contained 
in the fair trade practices and antitrust laws. 

Fuel Oil also excepts to the examiner’s approval of Houston Texas’ proposed 
sale of 8,216,150 M? Btu per year of natural gas.” to four cities, viz., Home- 
stead, Kissimee, Orlando, and Vero Beach, for use in their power plants for 


1215 U.S.C. See. 1, et seg. See footnote No. 9, supra. 

13 McLean Trucking Coe v. United States, 321 U.S. 67 (1944); National Broadcasting 
Corp. v. United States, 319 U.S. 190 (1943) ; City of Pittsburgh v. F.P.C., 237 F. 2d 741 
(CADC 1956) ; Pacific Northwest Pipeline Corp., 22 FPC 1091, 1095; Rehearing denied 
23 FPC 350; Affirmed California v. F.P.C., 296 F. 2d 348, No. 15687 (CADC) March 30, 
1961; reversed 369, U.S. 482 (1962). 

1*The Natural Gas Act constitutes the immediate frame of reference within which we 
operate and the policies expressed in it must provide the basic determinants for our 
action. (See McLean Trucking Co. v. U.S., and California v. F.P.C., supra.) 

% See National Coal Association v. F.P.C., 191 F. 2d 463, 467 (CADC 1951). 

1¢ Cf. Florida Economic Advisory Council v. F.P.C., 251 F. 2d 643, cert. den. 356 U.S. 959 
(CADC 1957). 

1 Proposed third year annual quantities. 
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generating electricity. Fuel Oil maintains that such sales will account for over 
35 percent of the new gas to be purchased by Houston Texas to serve its incre- 
mental requirements and that the examiner erred in not specifically finding that 
the use of such volumes of gas for boiler fuel has not been positively justified 
and that such a use is not in the public interest. We find that the evidence sup- 
ports the examiner’s conclusion that Houston Texas does not intend to purchase 
additional volumes of gas in order to consummate the proposed sales to the four 
municipalities for boiler fuel use and, consequently, we find no error in the ex- 
aminer’s disposal of this matter. 

The total requirements for the estimated additional sales for the third year 
operations of Houston Texas’ expansion facilities are 32,466,694 M’ Btu of 
natural gas * and yet Houston Texas proposes to increase its annual purchases 
by only 23,433,000 M? Btu. The excess of the third year requirements over the 
additional volumes of gas to be purchased, viz., 9,033,694 M* Btu, will be supplied 
to the proposed and intervening customers by “upgrading” gas presently being 
sold as direct primary interruptible gas. That is, the 9,033,694 M* Btu of gas 
needed to fill the gap between the estimated third year requirements and the 
proposed increased annual purchases * will come from natural gas presently being 
sold under a certificate of public convenience and necessity for use in the gen- 
eration of electricity at the lowest classification of service rendered by Houston 
Texas.” 

It is apparent, therefore, that Houston Texas will not expand its facilities and 
purchase additional volumes of natural gas for the purpose of making the pro- 
posed sales to the four municipalities for use as boiler fuel. Were that not the 
case serious problems concerning the effect of such sales on the public interest 
would no doubt arise.** Houston Texas is simply proposing to reallocate cer- 
tain volumes of gas which are presently being sold for boiler fuel at lower prices 
to customers who are willing to pay higher rates in order to use those volumes for 
the same end use. 

In the original certificate of public convenience and necessity authorizing the 
construction and operation of the pipeline and facilities by Coastal and Houston 
Texas for the sale of natural gas, we found the sale of direct primary in- 
terruptible gas for such a use to be in the public interest. In the light of the 
facts set out above we find the sales in question are, likewise, in the public in- 
terest. Benefits will accrue to Houston Texas’ jurisdictional customers as these 
sales will allow Houston Texas to operate its system efficiently at high load fac- 
tors as well as collect additional revenues which will enhance its financial 
integrity. 


The Exceptions of Brevard County Gas District, the City of Crescent City and 
Houston Texas Gas and Oil Corporation 


The examiner found the proposed projects of the intervenors, Brevard 
County Gas District (Brevard) and the City of Crescent City (Crescent City), 
would not be economically feasible because of agreements to make franchise 


18 This includes the volumes to be sold for the generation of electricity. 

% Of the 9,033,694 M*? Btu of natural gas, 8,216,160 M? Btu will continue to be sold 
for generating electricity but at a higher service classification and the balance, 817,544 
M‘ Btu, will be sold directly to industry for a higher end use as well as at a higher 
service classification. 

2 Houston Teras Gas and Oil Corp. and Coastal Transmission Corp. Opinion No. 301, 
16 FPC 118; Affirmed Florida Economic Advisory Council v. F.P.C., 251 F. 2d 643 (CADC 
1957) ; cert. den. 356 U.S. 969. 

20. E.g., see Federal Power Commission v. Transcontinental Gas Pipe Line Corp., 365 
U.S. 1, Supreme Court No. 45, January 23, 1961. 
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payments out of “surplus revenues” to the communities they would serve. 
Crescent City, Brevard, and Houston Texas, except thereto on the grounds that 
the examiner’s findings are without merit. According to the examiner, such pay- 
ments should be deducted from the net operating revenues, and when so deducted 
the debt service coverage ratio for the two projects falls far short of 1.5 which 
the Commission has repeatedly laid down as the minimum showing of the eco- 
nomic feasibility of a project.“ Consequently, he would condition the certificates 
of Coastal and Houston Texas upon Brevard and Crescent City securing agree- 
ments with the various municipalities which do not contain such franchise pay- 
ment provisions. 

Essentially, the objectionable agreements between Brevard and the several 
municipalities it proposes to serve provide for distribution of 50 percent of the 
“surplus revenues” to those municipalities in consideration of the grant of 
franchises.” Basically, Brevard and Houston Texas except to the examiner’s 
deduction of such payments from net operating revenues in arriving at the debt 
service coverage ratio on the ground that these payments are not operating ex- 
penses but rather they are the distribution of profit that has been generated as a 
result of operations. 

We find considerable merit in the examiner’s treatment of the payments to be 
made by Brevard to the several municipalities as operating expenses and to his 
conclusion that in this instance such payments would jeopardize the economic 
feasibility of Brevard’s project. However, we believe further consideration of 
Brevard’s and Houston Texas’ exceptions is not necessary since Brevard is 
agreeable to an alternate proposal which, in our opinion, will produce an ade- 
quate service coverage which in turn will render the project economically feasi- 
ble and thereby meet the examiner’s condition. 

The proposal is in the form of a resolution adopted by the Board of County 
Commissioners, Brevard County, Florida, on March 15, 1961, whereby the Board 
pledges to pay into a reserve fund all revenues derived from its proposed 
distribution system remaining after deducting the costs of operation and main- 
tenance, mandatory debt service, and cost of extensions and additions to the 
proposed system until such fund accumulates an amount equal to 50 percent 
of the total debt service that has been paid, and, thereafter, to pay annually 
into the reserve fund from such surplus revenue an amount equal to 50 percent 
of the annual principal and interest requirements.” Such a reserve fund would 
reduce the amount of “surplus revenues” available for distribution to the 
municipalities by Brevard and would result in a debt service coverage ratio of 
1.5 computed by the method used by the examiner, i.e., on the basis of a pro 
forma bond amortization schedule of 25 years, a third year leveling of revenues 
and the deduction of the franchise payments from net operating revenues. 
Accordingly, the examiner’s order will be modified by eliminating the condition 
that Brevard and the municipalities it proposes to serve enter into new agree- 
ments whereby there will be no distribution of any kind to the municipalities, and 
in lieu thereof we will attach a condition to the certificates of Coastal and 
Hiouston Texas whereby the sale of natural gas to Brevard will be subject to 
Brevard’s compliance with the resolution adopted by the Board of County 
Commissioners, Brevard County, Florida, on March 15, 1961, as set forth in 
Appendix A hereof. 


*1The examiner found the debt-service coverage ratios for Brevard and Crescent City 
to be 1.33 and 1.24, respectively. All debt-service coverage ratios used herein are based 
on gas at 55 cents per M? Btu. 

22 The agreement is more fully set out on pages 371-372 of the examiner’s decision. 

23See Appendix A. 
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The exceptions filed by Crescent City and Houston Texas to the examiner’s 
conditioned approval of Crescent City’s request for natural gas service do not 
concern his treatment of franchise payments as operating expenses, but rather 
are directed primarily to the amounts he deducted from net operating revenues 
as franchise payments in determining the debt service coverage ratio. Crescent 
City and Houston Texas maintain that in calculating the debt service coverage 
ratio, the examiner erroneously deducted $273,744 (i.e., 50 percent of the net 
surplus shown in Exhibit 79c) from net operating revenue to arrive at a ratio 
of 1.24. 

We find the exceptions well taken. First of all, it appears that Crescent City 
has franchise payment agreements with only two communities, the incorporated 
municipalities of Pomona Park and Welaka, and not four as stated by the 
examiner. Secondly, there appears to be no evidence supporting his conclusions 
concerning the terms of these agreements and the amounts to be paid thereunder. 
The only evidence we find indicates that the franchise payments to Pomona 
Park and Welaka would amount to $1,939 in the third year of operation and 
total $45,175 over the twenty-five year bond amortization period.“ Using the 
examiner’s method of calculating debt service coverage ratio and deducting 
the correct amount of franchise payments from net operating revenue (after 
deducting costs of extensions and additions) we arrive at a debt service cov- 
erage ratio of 1.45. 

Considering the facts and circumstances of Crescent City’s project we find that 
a 1.45 debt service coverage ratio based on a twenty-five year bond amortization 
schedule does not indicate that that city’s proposed project will not be economi- 
cally feasible. While ordinarily we consider a minimum debt service coverage 
ratio of 1.5 with respect to financing by means of revenue bonds a factor of con- 
siderable importance in evaluating financial and economic feasibility of a pro- 
posed project, such a minimum is not an absolute since the weight to be given 
such a factor depends upon the facts of each project.” In this case, the evidence 
reveals other factors which also should be taken into account in determining 
the economic feasibility of Crescent City’s proposed distribution project.*% While 
we think the examiner’s use of a twenty-five year bond amortization schedule is 
reasonable here, it should be noted that we have found thirty-year bond amorti- 
zation schedules to be reasonable in determining debt service coverage ratios.” 
On this basis Crescent City’s debt service coverage ratio would be 1.52. Also, 
Crescent City has experienced a large population growth in the past ten years; 
it has a diversified and sound economy; it has profitably operated its own water 
and sewage systems since 1923; and it enjoys a good credit rating. The evidence 
reveals its bond issue would be marketable. Futhermore, the action of Crescent 
City’s Commission in passing a resolution expressing its intent and purpose to 
establish at the time of issuance of the gas revenue bonds, a reserve of surplus 
revenues to assure the purchasers of such bonds that the principal would be paid 
in as short a period of time as possible consistent with good fiscal practice con- 
stitutes a showing of purpose and intent to build up and conserve adequate sur- 
plus revenues for the protection of bond holders. Considering these factors 
together with the modest size of the proposed system (third year peak day 
volumes estimated at 8380 M* Btu and the overall cost at $630,000) we find that 


* See Exhibit 75b. 

2% Panhandle Eastern Pipe Line Co., 15 FPC 1421 (1956); American Louisiana Pipe 
Line Co., 16 FPC 897 (1956). 

2 Panhandle Eastern Pipe Line Co., 15 FPC 1421 (1956). 


27 Panhandle Eastern Pipe Line Co., 15 FPC 1421 (1956); Transcontinental Gas Pipe 
Line Corporation, 24 FPC 855 (1960). 
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the public convenience and necessity does not require the attachment of the 
condition proposed by the examiner to Houston Texas’ certificate pertaining to 
Crescent City’s franchise payments. 


The Exceptions of Miller Gas Company 


Miller Gas Company (Miller) maintains that the examiner erred in not 
attaching a condition to the certificate he would grant Houston Texas which 
would delimit the area within which the natural gas it would sell to City Gas 
Company of Florida (City Gas) could be resold by City Gas. Miller requests 
that ordering paragraph (G)(iv) of the examiner’s decision be amended by 
the addition of the following proviso: 

“Provided, that the authorization to sell and deliver gas to City Gas Company 
at the West Miami tap shall not become final until City Gas Company has filed 
a stipulation, similar to Appendix A of the Examiner’s Decision, delineating the 
area of southwest Miami where customers are presently being served with nat- 
ural gas by City’s West Miami distribution system, and stipulating that City 
Gas Company will not make any further extensions of such distribution system 
west of Galloway Road between S.W. 24th Street and S.W. 72d Street.” 

During the course of the proceeding Miller sought to have a condition attached 
to the certificate to be issued Houston Texas, whereby Houston Texas would be 
required to execute service agreements with the four gas distributors operating 
in the Greater Miami area™ which would expressly restrict the sale to such 
distributor customers for resale within the respective service areas delineated by 
those distributors “in this or a prior proceeding.” Miller, whose service area 
is in an unincorporated part of Dade County, Florida (i.e., southwest Miami), 
states that such a condition is appropriate here since there presently is no 
franchise authority for granting franchises outside of incorporated towns and 
cities in Florida and, consequently, any distributor can invade the service areas 
of other distributors located in the unincorporated sections and begin to render 
service there without any state or local sanction to the detriment of the existing 
systems in such areas. Apparently, the examiner gave no consideration to 
Miller’s request. 

While we do not believe that a condition as broad as that proposed by Miller 
during the proceeding is warranted at this time, in our opinion, Houston Texas’ 
and Coastal’s certificates should be so conditioned as to require Houston Texas 
to execute a service agreement with City Gas which contains a provision, similar 
to Appendix A of the examiner’s decision, delimiting the service area of south- 
west Miami where customers are presently being served with natural gas by 
City Gas’ West Miami distribution system and, a further provision that City Gas 
will not make any further extensions of its West Miami distribution system for 
the purpose of reselling natural gas sold to it by Houston Texas under the 
certificate granted herein west of Galloway Road between S.W. 24th Street and 
S.W. 72nd Street.” 

Houston Texas seeks permanent authorizations to supply gas to City Gas for 
resale in Lake Forest, Opa Locka, Hialeah, West Miami Cutler Ridge, and 
certain areas adjacent thereto. Similar authority is sought for the sale of nat- 
ural gas to Miller from Houston Texas’ West Miami tap for resale in southwest 


The distributors are: The Houston Corp., The Peoples Gas System, Inc., City Gas and 
Miller. 

Since the service agreement would become part of Houston Texas’ FPC Gas Tariff 
the inclusion of these provisions therein would, in our opinion, better effectuate the 


results sought than would the filing of stipulations by City Gas as proposed in Miller’s 
exceptions. 
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Miami.” The evidence of record discloses the projects of the two distributors, 
as proposed, are economically feasible and that the public convenience and 
necessity requires Houston Texas to sell them gas for resale. 

As shown in Exhibit No. 73 the area Miller proposes to serve lies west of 
S.W. 87th Avenue (Galloway Road), south of Coral Way (S.W. 24th Street), and 
north of Sunset Drive (S.W. 72nd Street). It adjoins the proposed service area 
of City Gas and its subsidiaries; City Gas’ service area extends as far west as, 
but does not cross S.W. 87th Avenue between the aforementioned streets.” 
Nothing was adduced during the proceeding to indicate that the area Miller 
proposes to serve conflicts with the proposed service areas of any other natural 
gas distributor in the Miami area, including City Gas.” 

Here we are faced with a situation where apparently there is no state or local 
authority empowered to grant franchises delimiting the service areas of natural 
gas distributors in unincorporated areas. The absence of such authority with 
respect to Miller’s proposed service area could jeopardize the economic feasi- 
bility of Miller’s project, a factor which we are bound to consider before grant- 
ing Houston Texas the authorization it seeks.™ 

Because of the absence of local and State franchising authority, City Gas can 
render service in the service area claimed by Miller at pleasure and has at- 
tempted to do so.“ Such incursions by City Gas into Miller’s marketing territory 
could diminish Miller’s sales. As a result Houston Texas’ allocation of gas to 
the Miller project could become excessive and thereby render the proposed sale 
of gas by Houston Texas unsupportable in the public interest. Furthermore, 


*® Houston Texas has been selling gas to City Gas for resale in Hialeah, Opa Locka, 
Lake Forest, and West Miami, under a temporary certificate issued January 18, 1960. 
Miller has been receiving gas for resale in the southwest Miami area pursuant to a tempo- 
rary certificate issued October 26, 1960. Prior to the deliveries of such gas, both distrib- 
utors operated liquid propane distribution systems. 

= Houston Texas’ pipeline, which runs north and south along 87th Avenue apparently 
is the dividing line between the service area claimed by City Gas and the area served by 
Miller. 

%2 Prior to and during the hearing City Gas did not indicate it proposed to render service 
in southwest Miami nor did it interpose any objections to Miller’s proposal and evidence 
regarding service in that area. The only objections of City Gas appear in its answer to 
Miller’s complaint (Docket No. CP61-161, filed on November 23, 1960) alleging City 
Gas’ violation of Commission orders and during the oral argument held before the Com- 
mission in the present case. Basically, it contends that its evidence concerning service 
areas produced during the proceedings was for information only and that it was not 
intended to be a limitation of any kind. Further, it states that these matters are purely 
of a local nature which can only be adequately dealt with by local authorities. 

83 Virginia Petroleum Jobbers v. FPC., 293 F. 2d 527, (CADC) No. 15750, June 22, 1961 
(cert. den. December 11, 1961, 368 U.S. 940). 

* This has been a matter of considerable litigation in the local courts of Florida and 
before the Commission. (See Docket No. CP61-161.) Apparently, City Gas has extended 
a distribution line from its authorized West Miami service area into Miller's southwest 
Miami area and has attached several former liquid propane gas customers to its natural 
gas distribution system. This line has been located along the route (viz., S.W. 92nd 
Avenue) which Miller proposes to use for its natural gas distribution system. On 
November 28, 1960, City Gas obtained a temporary restraining order in Dade County 
Circuit Court preventing Miller from constructing its proposed line (pursuant to the 
temporary authority granted Houston Texas on October 26, 1960), which would parallel 
the new line of City Gas. In its complaint filed with the Commission on November 23, 
1960, Miller alleged that the local court action (together with other actions in Florida 
courts to enjoin Miller from distributing natural gas) prevented it from receiving gas 
from Houston Texas pursuant to our temporary authorization of October 26, 1960. By 
order of December 29, 1960, the Commission ordered City Gas to cease and desist from 
any further extensions west of Galloway Road pending the issuance of a permanent 


certificate. Deliveries to Miller under the temporary authorization commenced January 6, 
1961. 
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any such invasion into Miller’s service area would result in service being 
rendered where there has been no showing of the economic feasibility of a City 
Gas distribution system in that specific locality. 

Consequently, we believe the attachment of a condition to Coastal’s and 
Houston’s certificates which would limit the sale of gas by Houston Texas to 
City Gas for resale in southwest Miami as described above is reasonable and 
proper. Such a condition will protect the consuming public and serve the 
public interest, in this case, Miller’s customers, Miller itself and Houston Texas. 
To Miller’s customers, existing and proposed, it will help assure the maintenance 
of adequate service at fair prices; to Miller it will help assure successful opera- 
tions and a fair return; and to Houston Texas it will assist in maintaining 
sales to Miller at the contemplated levels thereby providing revenues to justify 
its proposed expansion and alleviate the possibility that Miller’s system will 
burden the successful operations of Houston Texas to the detriment of its other 
resale customers. 

The Independent Producer Dockets 


The expansion projects of Coastal and Houston Texas depend upon the 
certification of the fifty-three independent producer applications for an ade 
quate gas supply. These independent producer applications were originally 
consolidated for hearing with the applications of the pipelines. Upon a motion 
of Coastal filed on June 6, 1960, 51 producer applications were severed and 
after abbreviated hearings each was issued a permanent certificate conditioned 
upon the subsequent receipt of certificates by Coastal and Houston Texas.” 
Therefore, these fifty-one certificates are not yet effective, and in view of changed 
circumstances™ since the issuance thereof, we find it appropriate to rescind 
such certificates and reissue them with Section 7(e) conditions, relating to the 
initial prices, in keeping with recent Commission decisions. 

On June 23, 1961, Coastal and Houston Texas filed a joint motion in which 
they requested, inter alia, that the fifty-one severed independent producer 
applications be again consolidated with the pipeline applications and that certif- 
icates issued to all the independent producers be conditioned in a manner 
whereby they would be permitted to collect negotiated contract prices, but such 
collection would be subject to a refund provision in the form of a Section 7(e) 
condition. The refund provision would provide for the reimbursement to the 
pipeline of monies collected by the producers over and above the proper prices 
ultimately permitted by the Commission in an appropriate proceeding. The 
motion was motivated by the Public Service Commission case (ibid.) and a 
desire to have the above dockets disposed of in a prompt fashion. 

We shall grant the motion to consolidate, and we shall issue permanent 
certificates to all of the independent producers, including Shell in Docket No. 
G-18805 and Sparta in Docket No. G—19964. All the producers, other than the 
applicants Amerada Petroleum Corporation in Docket No. G-18346 and Phillips 
Petroleum Company in Docket No. G—18375, will be permitted to collect their 
contract prices. 

The applications of Amerada and Phillips involve contracts providing for 
the sale of gas from the Lake Chicot field in south Louisiana at total initial 
prices of 23.55 cents per Mcf at 15.025 psia (inclusive of 2.05 cents per Mcf 
tax reimbursement). These initial prices exceed, by 0.30 cents per Mcf, the 
highest price of 23.25 cents per Mcf at 15.025 psia (inclusive of tax reimburse- 
ment) allowed to producers in this pricing area since the issuance of our Gen- 
eral Policy Statement No. 61-1, as amended, and as supplemented by our 


% The Ohio Oil Co., et al., Docket No. G-17896, et al. Order issued September 9, 1960. 
% See Footnote 1a and our General Policy Statement No. 61-1 24 FPC 818, 902. 
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Opinion No. 339, in Trunkline Gas Company, 24 FPC 1020, 1038, issued Novem- 
ber 29, 1960." Accordingly, we shall attach a condition to the certificate issued 
to these two producers in which the initial prices collected by them shall not 
exceed 23.25 cents per Mcf at 15.025 psia (inclusive of tax reimbursement). 

The reduced contract prices (supra) collected by Amerada and Phillips, 
as well as the contract prices collected by the other producers, will be subject 
to the condition that all the producers refund such monies to Coastal as may be 
determined as the result of a proceeding fixing proper initial prices. There is 
nothing in the record of the abbreviated hearings or the hearings relating to 
Shell and Sparta that would enable us to determine whether the initial prices 
for gas called for herein are required by the public convenience and necessity. 
However, instead of denying certificates to the producers, which we would 
otherwise be constrained to do, we shall issue conditioned certificates containing 
appropriate refund conditions. 

The condition we shall impose does not provide for a so-called “refund floor.” 
Instead we are of the opinion that it would be improper for us, at this time, on 
the basis of the evidence contained herein, to determine a rate level below which 
the producers may not have to refund monies. For us to do so, would in effect 
eall for a determination much like the determination of a proper initial rate 
required by the public convenience and necessity for the sale of the gas in- 
volved here. This we cannot do. There is no evidence of record upon which to 
predicate ultimate rates required by the public interest and we can discern no 
possible rationale which would give us assistance in such circumstances. 

We are of the view that it would be far more appropriate to hold further 
proceedings upon the producer price issue at some subsequent date and at that 
time determine with precision what can now be determined only by ill-informed 
guesswork. Pending such proceedings, and the determination of initial rates 
upon proper evidence the producers except for Amerada and Phillips, will be 
permitted to collect their full contract prices. When the proceedings have been 
completed the producers will be required to refund to Coastal the difference 
between what the producers have collected and what they would have collected 
under the proper initial rates we shall determine. Pure Oil Co. v. F.P.C. 292 
F. 2d 350, CAT, No. 138248, decided July 7, 1961; cf. Texaco, Inc, Inc. v. F.P.C., 290 
F.. 2d 149, CA5, Nos. 18349, et al., decided April 14, 1961. 


Southern Natural Gas Company, Docket No. CP60-92 


Southern Natural Gas Company (Southern) seeks certificate authority under 
Sections 7(c) and (e) of the Act to construct and operate the necessary facilities, 
estimated to cost $32,385, for the sale of 12,600 Mcf of natural gas daily to 
Coastal, as well as authority to sell such volumes to Coastal. Southern will 
fleliver the gas directly to Houston Texas’ system for Coastal’s account at a 
point where the Houston Texas and Southern pipelines intersect in Washington 
Parish, Louisiana. The examiner found that the construction and operation of 
the facilities and the sale of natural gas proposed by Southern are required by 
the present and future public convenience and necessity. 

The only exception to the examiner’s decision concerning Southern’s applica- 
tion was filed by Staff and assigns as error the examiner’s characterization of 
Southern’s proposed Rate Schedule CDL-1 as a change in an existing rate sched- 
ule. Staff contends that the proposed rate schedule constitutes an initial rate 
schedule since it establishes a service not previously rendered by Southern. 


87 See also temporary authorizations issued in: 


CI60—-43 CI61-168 C161-1421 CI61—1570 
CI60-142 CI61-1176 CI61-1436 CI61-—1571 
CI61—167 CI61-1362 CI61-1524 
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We find that Staff’s exception is well taken. Southern proposes to sell gas to 
Coastal under a new rate schedule to be designated as Southern’s Rate Schedule 
CDL-1. This new rate schedule is an initial rate schedule which, while modeled 
on Southern’s existing Rate Schedule CD-1, is applicable to a service not hereto- 
fore offered by Southern in its Rate Zone 1." While the proposed schedule will 
provide for the same rates as contained in Rate Schedule CD-1™ the character 
of the service to be offered thereunder will differ from that which Southern ren- 
ders to customers under Rate Schedule CD-1 in three significant aspects. First, 
service under Rate Schedule CDL-1 is available to a pipeline company having 
other sources of supply while service under Rate Schedule CD-1 is available to 
other purchasers generally. Second, service under Rate Schedule CDL-1 re- 
stricts takes to the contract demand “except pursuant to advance arrangement 
between Southern and purchaser for the sale of overrun gas” whereas service 
under Rate Schedule CD-1 permits purchasers to exceed their contract demand 
except when specifically restricted to it by Southern. And finally, Rate Schedule 
CDL-1 provides a 65 percent annual minimum bill provision whereas Rate 
Schedule OD-1 provides for a 40 percent annual minimum. 

It is clear that the proposed Rate Schedule CDL-1 is designed to provide 
service to customers whose gas requirements differ considerably from those 
which Rate Schedule CD-1 was designed to meet. 


The Commission finds: 


(1) The initial decision of the presiding examiner issued herein on March 1, 
1961, should be modified as set forth herein and should, to the extent consistent 
with this order, be adopted by the Commission as its decision in this case as of 
the date of issuance of this order. 

(2) The condition which the examiner would attach to the certificates of 
public convenience and necessity of Houston Texas and Coastal in his “Findings 
And Conclusions” number (19) (1) requiring Crescent City and the municipalities 
it proposes to serve to enter into modified agreements respecting the payment to 
or the apportionment of any portion of revenues from the operation of Crescent 
City’s proposed distribution system among those municipalities is not required 
by the present or future public convenience and necessity. 

(3) It is necessary and appropriate in the administration of the Natural Gas 
Act that the independent producers dockets referred to herein be consolidated 
with the applications of Coastal, Docket No. G-18338, and Houston Texas, Docket 
No. G—18615, as ordered hereinafter. 

(4) It is appropriate to defer final determination of the proper initial prices 
at which the 53 proposed sales of natural gas should be made by the independent 
producers referred to above. 

(5) Except as herein granted, the exceptions to the examiner’s decision should 
be denied. 


The Commission orders: 


(A) The initial decision of the presiding examiner issued on March 1, 1961, 
is modified as set forth herein and as so modified, is, to the extent consistent with 


% Southern, save for some insignificant differences, has an identical rate schedule for 
its Rate Zone 3 entitled Southern’s Rate Schedule CDL-3 which has been held to be a 
new rate schedule. See Southern Natural Gas Company, Docket No. G—19632, Examiner’s 
Decision of February 8, 1961, which became final on March 10, 1961, 25 FPC 518, wherein 
we authorized the commencement of service to Carolina Pipeline Co., to begin September 1, 
1961, under Southern’s Rate Schedule CDL-3. 

% The proposed Rate Schedule CDL—1 will also reflect the rates from the pending rate 
proceeding involving Rate Schedule CD-1 (Docket Nos. G—20509 and RP60-15) 
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this order, adopted by the Commission as its decision in this case as of the date 
of issuance of this order. 

(B) The grant and exercise of rights under the certificates of public conven- 
ience and necessity authorizing Houston Texas and Coastal to construct and 
operate the facilities involved in Docket Nos. G—18615 and G—18338 and to make 
the transportation and sale of natural gas as therein set forth are further con- 
ditioned upon the performance of the following acts: 

(i) Brevard’s compliance with the resolution adopted by the Board of County 
Commissioners, Brevard County, Florida on March 15, 1961, as set forth in 
Appendix A hereof. 

(ii) The execution of a service agreement between City Gas and Houston 
Texas containing a provision, similar to Appendix A of the examiner’s decision, 
delimiting the service area of southwest Miami where customers are presently 
being served with natural gas by City Gas’ West Miami distribution system 
and a further provision that City Gas will not make any further extensions of 
such distribution system for the purpose of reselling natural gas sold to it by 
Houston Texas under the certificate authorization west of Galloway Road be- 
tween S.W. 24th Street and S.W. 72nd Street. 

(iii) The acceptance by all independent producers referred to above of their 
certificates as granted herein. 

(C) The applications of all the independent producers referred to above, 
except for Shell in Docket No. G-18805 and Sparta in Docket No. G-19964 already 
consolidated, are hereby consolidated with the proceedings upon the applications 
of Coastal in Docket No. G—18338 and Houston Texas in Docket No. G—18615. 

(D) Certificates of public convenience and necessity for the proposed sales 
of gas to Coastal are hereby issued to all the independent producers for the fifty- 
three sales referred to above subject to the conditions below. 

(E) The certificates issued in paragraph (D) above shall be deemed accepted 
and of full force and effect unless refused in writing and under oath within 30 
days from the issuance of this order. 

(F) The determination of the initial rates required by the public convenience 
and necessity for the sale of gas by all the independent producers to Coastal 
is hereby deferred pending further hearing and subject to further order of the 
Commission. 

(G) The initial rates pending further proceedings to be charged by Amerada 
Petroleum Corporation in Docket No. G—18346 and Phillips Petroleum Company 
in Docket No. G—18375 shall be 23.25 cents per Mcf at 15.025 psia including tax 
reimbursement. 

(H) The initial rates pending further proceedings to be charged by all the 
independent producers other than Amerada and Phillips shall be the rates 
proposed in their contracts. 

(I) The amounts collected from Coastal by all the independent producers 
referred to above shall be subject to refund of any of the amounts collected 
plus interest at 7 percent per annum, in excess of the ultimate rates determined 
to be required by the public convenience and necessity. 

(J) Jurisdiction over these proceedings is hereby further retained pending 
further hearing with respect to the rates required by the public convenience and 
necessity. 

(K) Except as herein granted, the exceptions to the examiner’s decision are 
hereby denied. 

(L) The Secretary of the Commission is hereby directed to file a copy of this 
order as part of the rate schedules relating to each of the fifty-three independent 
producers sales to Coastal certified hereinabove. 
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(M) The grant of the certificate to Southern herein shall not be construed 
as a waiver of the requirements of Section 4 of the Natural Gas Act, or Part 154 
of the Commission’s Rules and Regulations thereunder requiring the filing of 
rate schedules for the service herein authorized or of any of the Commission’s 
reporting and accounting requirements adopted pursuant to the Natural Gas 
Act and is without prejudice to any findings or orders which may hereafter 
be made by the Commission in any proceeding now pending or hereafter instituted 
by or against the applicant. 

Chairman Kuykendall and Commissioner Kline concurring, filed separate 
statements. 

KUYKENDALL, Chairman, concurring: 


I concur in the foregoing, but would insert a floor for the price conditions in 
the certificates which will be offered the producers. I recognize that there may 
be a conflict in judicial decisions concerning the necessity of a floor in price 
conditions. I also am aware that recently we have issued conditioned cer- 
tificates to producers with no floor inserted therein. Our failure, or refusal, to 
insert a floor was occasioned by our inability to find a standard for such floor.’ 

There is a difference here, in that we are more familiar with the prices and 
trends in the areas in which the producers here involved produce their gas, 
namely, Southern Louisiana and Railroad Districts Nos. 2, 3, and 4 of Texas. 

Heretofore, we have in numerous temporary certificates provided a floor of 
twenty cents including tax in Southern Louisiana. Likewise, our authorization 
for sales from the Texas producing areas, which are authorized subject to re- 
fund, should contain some reasonable protection for the producers. Here again 
the floor of 14.6¢, for which I would provide, is based on judgment as to what 
would be fair for all parties. Furthermore, the record in other proceedings 
before this Commission * clearly indicates that this price would be acceptable 
to the intervenors in this case. 

I believe these floors are fair and equitable to all parties, and I am also of the 
belief that producers are entitled to some protection when they accept temporary 
certificates, inasmuch as they cannot abandon service once they have commenced. 
I doubt if this project can succeed without this reasonable protection for the 
producers. 


KLINE, Commissioner, concurring: 

I concur in the majority opinion but agree with Chairman Kuykendall as to 
the insertion of a price condition. 

In my opinion the case of Sunray Mid-Continent Oil Co. v. Federal Power 
Commission, 270 Fed. 2d 404 is controlling here. I see no conflict between it and 
the later Court decisions, and would continue to follow the Sunray decision in 
this case by inserting a floor below which refunds would not be required until 
just and reasonable rates for these sales had been determined in a rate case. 

After the Court decision in the Sunray case this Commission, recognizing the 
sound reasons for the holding that a producer should be assured of a definite 
rate before committing its gas, elected not to seek a writ of certiorari but decided 
to comply with the decision by insertion of floors below which refunds would 
not be required in certificate cases. This practice has proven to be a very 
practical method of coping with a difficult problem and although hundreds of 
certificates containing floors have been issued, I recall no instance where an 
appeal has been taken from the action of the Commission in inserting a floor, 


1See Sunray Mid-Continent Oil Co. v. F.P.C., 270 F. 2d 404 (CA10), September 1, 
1955, and Pure Oil Co. v. F.P.C., (CAT), July 7, 1961, 292 F. 2d 350. 

2 Apache Oil Co., CI61—-1422—Letter dated July 31, 1961. [Not reported.] 

% South Texas Gathering Co., G—18078. 
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either on the ground that the Commission was wrong in inserting a floor, or on the 
ground that the floor was not reasonable and proper. 

I see no good reason for departing from our usual practice in this case. This 
pipeline project is definitely in the public interest. It will not only make gas 
available to 100,000 new residential users in Florida but will result in a lower 
unit cost for gas to existing customers since the cost of these incremental facilities 
on a unit basis is considerably cheaper than the cost of the original project on a 
unit basis. We should not take a chance that the project might be killed by 
refusal of the producers to accept certificates that do not contain a floor if by 
insertion of a floor in the certificate we can increase the possibility of acceptance 
of the certificate. 

The need for a definite rate is recognized in pipeline and other utility certificate 
cases in order to aid in financing and to assure stability until such time as a 
proper rate can be determined in a rate proceeding. A producer has the same 
need for a fixed and definite rate as a utility and should not be required to commit 
its gas to the interstate market under circumstances where it will take a loss if 
the rate proves not to be compensatory, but will be required to make refunds of 
all amounts above the level ultimately found to be required by the public 
convenience and necessity. 

The record in this case shows that the floors suggested by Chairman Kuykendall, 
to which I subscribe, are considerably below the level at which the great majority 
of new sales in these areas have been made in the past 5 or 6 years, and several 
cents per Mcf lower than the prices received by the producers when this original 
project was certificated in 1956. These floors would grant adequate protection 
to the consumer from excessive prices, and at the same time afford the producer 
the needed assurance of a definite price. 


APPENDIX A 


Irem 1 
RESOLUTION BY THE BOARD OF COUNTY COMMISSIONERS OF BREVARD COUNTY 


WHEREAS, the Brevard County Gas District (hereinafter called “the Dis- 
trict’) was created and established pursuant to Chapter 57-1174, Florida Statutes, 
1957, as a body corporate governed by the Board of County Commissioners of 
Brevard County, Florida, to exercise the governmental function of, among other 
things, acquiring, constructing, owning, operating, maintaining, extending and 
improving natural gas transmission and distribution systems for the benefit 
of the residents of Brevard County, Florida ; and 

WHEREAS, Brevard County is the fastest growing county in the United States 
and by the 1960 United States Census has a population of 111,176; and 

WHEREAS, the District is desirous of obtaining an allocation of natural gas 
for distribution within Brevard County and has obtained a franchise to sell 
and distribute gas in each of the operating municipalities within said county; and 

WHEREAS, in consideration of the said municipalities granting the said 
franchises the District has entered into agreements with all such municipalities 
that provide that fifty percent (50%) out of such surplus revenues derived from 
the operation of the proposed systems as remain after making payments “to 
pay the principal of and interest on any revenue bonds issued by the District 
to finance the cost of construction or acquisition of such gas system or systems, 
to establish appropriate reserves for such revenue bonds, to establish an extension, 
removal, and replacement fund for such gas system or systems and to make all 
other payments required by the resolution and other proceedings authorizing 
such revenue bonds” shall be distributed to and apportioned between such 
municipalities ; and 
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WHERBAS, the Federal Power Commission Examiner has stated in his decision 
issued March 1, 1961, that prospective bondholders of the revenue bonds proposed 
to be issued by the District to finance its proposed systems may not have adequate 
protection and that the District’s said proposed system may not be financially 
feasible all by reason of the distribution made by the District to the said 
municipalities ; 

Now, therefore, be it resolved by the Board of County Commissioners of Bre- 
vard County, Florida, (hereinafter called “the Board”), that it is the intent and 
purpose of the Board to make provision in the resolution which it will adopt 
authorizing the issuance of the revenue bonds to finance its proposed natural gas 
system that there shall be no revenues distributed to the municipalities served 
by the said proposed systems until such time as the total net operating revenues 
remaining after debt service and costs of extensions and additions equals fifty 
percent (50%) of the total debt service payments to that time; and 

Be it further resolved that it is the intent and purpose of the Board to the end 
that its resolve in the immediate preceding paragraph be carried out that there 
be established a reserve or sinking fund as security for its prospective gas 
revenue bondholders into which shall be paid all the said net operating revenues 
remaining after debt service and costs of extensions and additions until such time 
as the said reserve or sinking fund contains an amount equal to fifty percent 
(50%) of the debt service payments made to that time and, thereafter, into 
which shall be paid annually from the said net operating revenues an amount 
equal to fifty percent (50%) of the annual principal and interest requirements; 
and 

Be it further resolved that the Board hereby authorizes the Chairman of the 

30ard to prepare a verified copy of this Resolution and transmit it to the Federal 
Power Commission. 

Adopted by the Board of County Commissioners of Brevard County, Brevard 
County, Florida, this 15th day of March, A.D., 1961. 

BoARD OF COUNTY COMMISSIONERS, 
3REVARD COUNTY, FLORIDA, 
By (S) Joe H. Wickman, Chairman, 


Joe H. WICKMAN. 
Attest: 


(S) G. M. Simmons, Clerk. 
G. M. SIMMONS, 
(SEAL) 
STATE OF FLORIDA, ) 
COUNTY OF BREVARD, | ss: 

I, G. M. Stmmons, Clerk of the Circuit Court, and Ex-Officio Clerk of the 
Board of County Commissioners, of Brevard County, Florida, Do Hereby Certify, 
that the above and foregoing is a true and correct copy of Resolution adopted by 
the Board of County Commissioners, of Brevard County, Florida, on the 15th day 
of March, A.D., 1961. Said Board of County Commissioners being a governing 
body of Brevard County Gas District. 

Witness my hand and Seal at Titusville, Brevard County, Florida, this 15th day 
of March, A.D., 1961. ; 

(S) G. M. Simmons, 
G. M. Stmmons, 
Clerk Circuit Court, 
and Ex-Officio Clerk, 
Board of County 
Commissioners. 
(SEAL) 


693-488—64——_24 
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DECISION 


UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued March 1, 1961) 


PurbvuE, Presiding Examiner: These consolidated proceedings concern the fol- 
lowing matters: 


(1) Interdependent applications of Coastal Transmission Corp. (Docket No. 
G-18338) and Houston Texas Gas and Oil Corp. (Docket No. G—18615) for 
certificates of public convenience and necessity under Section 7(c) of the Natural 
Gas Act. Coastal seeks authorization to construct and operate facilities (addi- 
tional to those in its present system) in order to transport and sell increased 
volumes of natural gas to its sole customer, Houston Texas; and to make the 
increased sales. Houston Texas seeks authorization to construct and operate 
facilities (additional to those in its present system) in order to transport and 
sell increased quantities of natural gas to certain of its existing customers, and 
to initiate natural-gas service to certain new customers; and to make the in- 
creased sales and the new sales, all of which would be in the State of Florida. 

Coastal and Houston Texas are wholly owned subsidiaries of The Houston 
Corp. The two subsidiaries own and operate a joint pipeline system extending 
from southwestern Texas to points in Florida. The portion owned by Coastal 
terminates at a point near Baton Rouge, Louisiana. A description of the pres- 
ent pipelines and appurtment facilities is contained in Houston Texas Gas & Oil 
Corp. and Coastal Transmission Corp., 16 FPC 118, 120-21,128, wherein the 
companies sought authorization to construct the facilities. For the sake of 
accuracy, certain differences between the joint system as there proposed and as 
subsequently constructed should be noted. Coastal’s main pipeline is 581.6 miles 
in length, not 574; and said company has 439 miles of supply laterals, not 414 
Houston Gas has 925 miles of main pipeline, not 942.6 miles; 5 compressor 
stations, not 4; and approximately 725 miles of laterals, not 682. In the 
Houston Texas-Coastal original proceedings, supra, the Commission granted the 
companies authorization to construct and operate the facilities. After the 
issuance of the above cited opinion, Coastal and Houston Texas proceeded to 
construct the facilities. Their operations commenced in June 1959. Coastal 
is Houston Texas’ sole source of supply. 

Under the certificates of public convenience and necessity which the Commis- 
sion issued in its original decision and order, Coastal and Houston Texas per- 
formed three types of service: (1) transportation service, which is the trans- 
portation of gas, purchased by Florida Power and Light Co. and Florida Power 
Corp. in the fields of production, to the generating plants of the power com- 
panies in Florida; (2) resale service, which is the transportation and sale of 
gas to municipalities and distribution companies for resale, on both a firm and 
interruptible basis; and (3) direct sales service, which is the transportation and 
sale of gas, most of which is interruptible, to industrial customers for their 
own consumption. The interruptible service for resale customers is “preferred 
interruptible” service ; that for direct industrial customers is broken down into 
“preferred interruptible” and “primary interruptible.” Preferred interruptible 
service may be interrupted when firm resale and transportation service require 
the pipeline capacity. Primary interruptible service may be interrupted on 
short notice at the option of Houston Texas and carries the lowest rates. 

In performance of the transportation service, Coastal, acting on behalf of 
Houston Texas, accepts gas purchased by the two power companies in the 
producing fields and transports it to the easterly end of its pipeline near Baton 
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Rouge, whence Houston Texas transports the gas to the points of delivery. In 
performance of the resale service and the direct sale service, Coastal purchases 
gas in the fields and likewise transports it to the easterly end of its pipeline, 
where it sells the gas to Houston Texas, which then transports, delivers and 
sells such gas to its various resale and direct sale customers. 

Coastal now proposes to purchase additional gas from a number of in- 
dependent producers, which it would deliver to Houston Texas at the easterly 
terminus of its line, and would also purchase gas from Southern Natural which 
it would deliver to Houston Texas at a point on the Houston Texas line east 
of Baton Rouge. 

More particularly as to the proposed facilities and sales now in issue, Coastal 
seeks authorization to construct (or acquire) and operate 71.09 miles of 3- 
to 10-inch supply laterals; to install two new compressor stations, to be located 
at Port Lavaca, Texas, and near Eunice, Louisiana, having rated capacities 
of 3,000 horsepower and 6,000 horsepower, respectively; to install additional 
units, totalling 3,500 horsepower in two of its existing compressor stations; and 
to install a connection between a metering and regulating station to be con- 
structed by Southern Natural in Washington Parish, Louisiana, and Houston 
Texas’ pipeline, east of Baton Rouge—at a total cost of $7,275,000. The pro- 
posed facilities would increase the maximum daily capacity of Coastal’s system 
from 273,506 Mcf’* to 371,000 Mcf, or 97,494 Mcf. Of this volume, 12,600 Mcf 
would be delivered at the point on Houston Texas’ line east of Baton Rouge. 

At the time of its initial application for a certificate, Coastal proposed to 
transport an average daily volume of 248,642 Mcf. However, Coastal has 
operated at a load factor of approximately 100 percent, and its average daily 
deliveries have been 273,507 Mcf. The average daily volumes which Coastal 
proposes to deliver from its pipeline under its expanded operations is 320,884 
Mef, which would result in increased deliveries of 47,377 Mcf per day from 
the Coastal pipeline. In addition, there would be the deliveries of 12,600 Mcf 
daily at the point east of Baton Rouge. There would, therefore, be total increased 
average-day deliveries from Coastal to Houston Texas of 59,977 Mcf. According 
to the evidence, the average weighted Btu content of the expansion gas per 
eubic foot will be 1,070.4 Btu. Translated into Btu's, the increased deliveries 
from Coastal would be 64,200 M? Btu per average day, or 23,433,000 M*® Btu each 
year. 

Houston Texas proposes to construct and operate five additional compressor 
stations, each having a rated capacity of 6,000 horsepower, at points on its main 
pipeline as follows: Washington Parish, Louisiana; Mobile County, Alabama; 
Washington County, Florida; Taylor County, Florida; and Orange County, 
Florida. Houston Texas further proposes to construct and operate 29 additional 
sales laterals, from 214 to 65% inches in diameter, totalling in length 234.88 
miles; one additional 24-inch sales lateral, .08 miles in length ; and various meter 
and regulator stations and appurtenant facilities—all at a cost of $16,126,000. 
These facilities would effect an increase in Houston Texas’ maximum-day design 
capacity of 93,000 Mcf—from 278,000 Mcf to 371,000 Mcf (398,812 M* Btu). After 
deducting compressor fuel and line loss of 10,373 M*? Btu (9650 Mcf), Houston 
Texas would be able to deliver 388,439 M? Btu (361,350 Mcf). On its average day, 
Houston Texas proposes to receive 358,450 M? Btu (333,484 Mcf) ; and, after de- 
ducting compressor fuel and line loss of 7,496 M’® Btu (7,049 Mcf), to deliver 
350,954 M* Btu (326,485 Mcf). 

Houston Texas proposes to serve 14 new resale customers and 11 new direct 
sale customers, and to serve one existing direct sale customer at an additional 


1 All volumes of gas mentioned herein are at a pressure base of 14.73 psia. 
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location. The proposed resale customers are the following: City Gas Co. of 
Florida, Pompano Natural Gas Corp., Dade City Natural Gas Co., Gulfcoast 
Natural Gas Co., St. Joe Natural Gas Co., Inc., The Houston Corp., Miller Gas 
Co., City of Vero Beach, City of Tarpon Springs, City of Williston, City of Fort 
Meade, Town of Jay, Brevard County Gas District, and City of Crescent City. 
The new direct sale customers are: City of Homestead, City of Kissimmee, 
Michigan Chemical Co., Tennessee Corp., Armour Fertilizer Co., Air Products, 
Inc., Cummer Lime & Manufacturing Corp., General Portland Cement, United 
Clay Mines Corp., City of Vero Beach, and Florida Hydrocarbons Co. The 
direct sale customer to be served at an additional location is the City of 
Orlando. A number of these proposed customers, namely, City Gas, Pompano 
Natural, St. Joe Natural, Houston Corp., Miller Gas, Brevard District, Crescent 
City, and Tennessee Corp., intervened and participated in the hearing in support 
of the applications of Coastal and Houston Texas. 

(2) Applications of two independent producers, Shell Oil Co. (Docket No. 
G-18805) and The Sparta Oil Co., (Docket No. G—19964), for certificates of 
public convenience and necessity authorizing the sale of natural gas to Coastal; 
and of a pipeline company, Southern Natural Gas Co., (Docket No. CP60-92) 
for a certificate of public convenience and necessity authorizing the construction 
and operation of facilities for the sale, and the sale, of natural gas to Coastal. 
The certificate authorization sought by Shell is for the daily sale to Coastal, 
pursuant to the terms of a gas purchase contract dated April 15, 1959, of 500 
Mecf of natural gas, produced from the East Bay Field in Galveston County, 
Texas. The contract provides that Shell is to gather the gas and deliver it 
into Coastal’s main line at a point in Chambers County, Texas. The initial 
base price is 18¢ per Mcf with a 1¢ escalation every five years. 

The certificate authorization sought by Sparta is for the sale to Coastal, pur- 
suant to the terms of a gas purchase contract dated September 10, 1959, of 
natural gas produced from the League City West Field in said Galveston County. 
The daily quantity to be sold is 2,250 Mcf (subject to being decreased or in- 
creased in the event of certain contingencies). The contract further provides 
that the point of delivery is to be in the field; that the initial price is to be 18¢ 
per Mcf; and that, commencing July 1, 1962, there is to be a 1¢ escalation 
every five years. 

Southern seeks certificate authorization for the sale of natural gas to Coastal, 
at the aforementioned point on Houston Texas’ pipeline in Washington Parish, 
Louisiana; and for the construction and operation of a line tap and the afore- 
mentioned metering and regulating station, at an estimated cost of $32,385, to 
the end of making delivery of the gas to Houston, Texas. Southern and Coastal 
have entered into a precedent agreement providing for the execution of a 
service agreement with a contract demand of 12,600 Mcf per day. By the terms 
of the precedent agreement, Southern would sell the gas under a proposed 
new rate schedule to be designated Southern’s Rate Schedule CDL-1. Atlanta 
Gas Light Co. is an intervenor because of its interest in the operations of 
Southern. 

(3) Interventions for the purpose of obtaining allocations of gas. Six mu- 
nicipalities and a gas district which are not included in the application of 
Houston Texas as proposed customers were permitted to intervene in the pro- 
ceedings. They request that the certificate issued to Houston Texas be condi- 
tioned by requiring that natural-gas service be furnished to them. Such munici- 
palities and district are: New Smyrna Beach, Boca Raton, Mulberry, St. Cloud, 
Fernandina Beach, Maitland, and The Lake Apopka Natural Gas District. 
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The amounts of the additional sales which Houston Texas proposes to make 
in the third year of operation of the expanded facilities, together with the 
amounts which are sought by the intervenors for the third year, are correctly 
summarized in the staff brief as follows: 


Resale Service/M? Btu 








Annual Average Peak 


Proposed by Houston Texas: quantity day day 
ene IN sok oe nes wanda 8,144,962 8,616 44,818 
EPPOIRURND WONG. a ea ie ae 1, 857,157 5,088 

Proposed by intervenors: 

ND NII Ae St is Se ee rae ees 701,243 1,921 10,661 


OID WI oa isin treaties 1, 025, 495 






2, 810 








eens CURIE GRR cic cccicccnmaitindodaieatn 6, 728, 857 18, 435 

















Direct Sales Service/M? Btu 
Annual Average Peak 
quantity day day 

I, i A a i ge a 1,363,275 3,735 

Preferred interruptible direct (38¢)_-..._..-_____- 3,619,000 9,915 

Preferred interruptible direct (34.5¢) -...._...______ 20, 755, 562 56, 864 












ON rick ine icsicnncicslecnepenstninena 25, 737, 837 70,514 



































88,949 55,479 


The proceeding came on for hearing before the Examiner on April 18, 1960, 
continued intermittently, and first concluded on September 23, 1960. There 
were a total of 54 hearing days during this period. Evidence both oral and 
documentary was introduced by the applicants; by the aforesaid intervenors 
City Gas, Pompano Natural, St. Joe Natural, Houston Corp., Miller Gas, Brevard 
District, Crescent City, Tennessee Corp., New Smyrna Beach, Boca Raton, 
Mulberry, St. Cloud, Fernandina Beach, Maitland, and Apopka District; and by 
two other intervenors, viz., Peoples Gas System, Inc., and the Fuel Oil Com- 
mittee of the Better Home Heat Council of Florida (the fuel oil interests) ; 
and by the Staff of the Commission. Cross-examination of witnesses was con- 
ducted by the applicants, by many of the intervenors, and by the Commission 
Staff. On October 24, 1960, the Examiner reopened the proceedings for the 
limited purpose of receiving certain additional documentary evidence. The 
applicants, intervenors city Gas, Pompano Natural, Miller Gas, Brevard District, 
Crescent City, Tennessee Corp.; City of Tarpon Springs (another intervenor 
supporting the applications of Coastal and Houston Texas) ; intervenors Atlanta 
Gas, New Smyrna Beach, Boca Raton, Mulberry, St. Cloud, Fernandina Beach, 
Maitland, Apopka District, and the fuel oil interests, and the Commission Staff, 
filed briefs after the conclusion of the hearing; and the proceedings were sub- 
mitted for consideration and decision. 

The intervenor fuel oil interests oppose the granting of the applications of 
Coastal and Houston Texas, and the requests of the other intervenors for allo- 
eations of gas. Intervenor Atlanta Gas has no objection to the granting of the 
application of Southern. The Commission Staff recommend that each of the 
applications be granted, and that the requests of the several intervenors which 
seek allocations of gas be granted; provided, however, that certain of the certifi- 
cates issued be conditioned as hereinafter detailed. 


er IS Ne a a ae ee ee 32, 466, 694 
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STANDING OF FUEL OIL INTERESTS 


The evidence shows that intervenor Fuel Oil Committee of the Better Home 
Heat Council of Florida (the fuel oil interests) is an association of 15 local 
associations composed of 241 distributors of fuel oil throughout the State of 
Florida; that some of the distributors sell fuel oil to a substantial portion of 
the same market as that to which Houston Texas would sell natural gas if the 
proposed expansion be effected; and that two of the distributors are now selling 
fuel oil to specific prospective customers of Houston Texas, which sales Houston 
Texas expects to displace. This showing is sufficient to entitle intervenor fuel 
oil interests to be heard on all of the issues in these proceedings. National Coal 
Ass’n. v. Federal Power Commission (C.A.D.C.), 191 F. 2d 462, 464; Pittsburgh 
v. Federal Power Commission (C.A.D.C.), 237 F. 2d 741, 746; Virginia Petroleum 
Jobbers Association v. Federal Power Commission (C.A.D.C.), 265 F. 2d 364, 367-— 
368 ; Associated Industries v. Ickes (C.C.A. 2), 134 F. 2d 694, 703. 


APPLICATIONS OF NATURAL-GAS SUPPLIERS 


It has been seen that Shell would produce the gas which it proposes to sell 
to Coastal in Galveston County, Texas, and would deliver the gas in Chambers 
County, Texas; and that Sparta would produce and sell the gas which it pro 
poses to sell to Coastal in said Galveston County. Galveston and Chambers 
Counties are located in Texas Railroad District No. 3. 

The record discloses that the present price to be paid for gas delivered under 
each, the Shell and the Sparta, contract, is 18¢ per Mcf, computed at a pressure 
base of 14.65 psia; that such price is inclusive of all present taxes; and that 
the gas to be sold is of pipeline quality. These factors meet the standards 
laid down in the Commission’s Statement of General Policy No. 61-1 (Code 
of Federal Regulations, Title 18, sec. 2.56), under which sales in Texas Rail- 
road District No. 3 are to be certificated without a price condition. 

It has been seen that the precedent agreement between Southern and Coastal 
provides that Southern is to make the sales to Coastal under a proposed new 
rate schedule, to be designated Southern’s Rate Schedule CDIL--1. In the event 
the Commission issues a certificate to Southern, said applicant will file such 
new rate schedule with the Commission in accordance with Section 154.22 of 
the Regulations under the Natural Gas Act. The precedent agreement further 
provides that the charges to be contained in Rate Schedule CDL-—1 shall be 
the same as the charges in Southern’s Rate Schedule CD-1 “as it will be in 
effect at the effective date of said Service Agreement.” 

There are now pending rate proceedings in Docket Nos. G—20509 and RP60-15 
involving Southern’s Rate Schedule CD-1. Southern avers that it is the intent 
of the parties to the precedent agreement that the charges in Rate Schedule 
CDL-1 are to correspond to whatever changes are made in Rate Schedule 
CD-1 in the pending rate proceedings; and cites the provision of the precedent 
agreement last above referred to. Such provision is ambiguous. To overcome 
the uncertainty, the Staff suggest that the authorization to Southern be so 
conditioned as to require that the charges in Rate Schedule CDL—1 become the 
same as those which may hereafter be ordered respecting Rate Schedule 
CDL-1 in such rate proceedings. This suggestion is a good one, and the Exam- 
iner adopts it. 


The Staff correctly point out that the major differences between the two rate 
schedules are as follows: 


(1) Rate Schedule CDL-1 is available to a pipeline company having 
other sources of supply ; Rate Schedule CD-1, to other purchasers generally. 
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(2) Rate Schedule CDL-1 restricts takes to the contract demand “except 
pursuant to advance arrangement between Southern and purchaser for 
the sale of overrun gas.” Rate Schedule CD-1 permits purchasers to exceed 
their contract demand except when specifically restricted to it by Southern. 

(3) Rate Schedule CDL-1 provides a 65 percent annual minimum Dill 
provision ; Rate Schedule CD-1, 40 percent. 


The Staff are of the view that the fact noted in paragraph (1), supra, that 
the sales under Rate Schedule CDL-1 are to be made only to a pipeline com- 
pany having other sources of supply, is a valid basis for having the new rate 
schedule; and that this fact, in turn, justifies the differences between Rate 
Schedules CDL-1 and CD-1 enumerated in paragraphs (2) and (3), supra. We 
agree. The evidence shows that control of overrun gas service to a pipeline 
company customer is important to Southern, since a pipeline company has vir- 
tually an unlimited market. The evidence shows, on the other hand, that since 
a pipeline company has alternative sources of supply, it is proper for Southern 
to protect itself from having the pipeline use Southern merely for swings. The 
65% load factor at which the pipeline would be required to purchase the gas 
is the same as that at which Southern, itself, purchases gas. 

The Examiner finds and concludes that the differences in service which will 
be maintained in Rate Schedules CDL-1 and CD-1 are due and reasonable. 

The record shows that there is a market for the gas which Shell, Sparta and 
Southern will sell to Coastal at the proposed prices; that Shell, Sparta and 
Southern each has the ability to furnish the gas contracted for; that Southern 
will pay the $32,385 cost of the facilities which it seeks authorization to con- 
struct, out of cash on hand; and hence, that the undertakings, both from the 
standpoint of the sellers and the purchaser, are economically and financially 
feasible. Particularly with reference to Southern’s gas reserves, the evidence 
shows that, according to reliable estimates, Southern can meet its system re- 
quirements, including the sale to Coastal, for a period of from 13 to 14 years 
from January 1, 1961. It also appears that the life index of Southern’s gas 
reserves, as of January 1, 1961, based on 1961 annual requirements, would be 
reduced only by about one-fourth year by reason of the proposed sale to Coastal. 

Relative to the sale by Southern, the Staff say that, 

numerous technical differences exist between Rate Schedules CDL-1 and 
CD-1. For example, Rate Schedule CDL-1 is available to a purchaser at 
a single delivery point while Rate Schedule CD-1 has no such limita- 
tions * * * 
Accordingly, the Staff suggest that the authorization to Southern be made 
subject to the following additional condition: 

Southern, 60 days prior to commencement of service hereunder shall file 
pursuant to Part 154 of the Commission’s Regulations under the Natural 
Gas Act, Rate Schedule CDL-1 and such related changes in the tariff as 
required in a form satisfactory to the Commission together with the service 
agreement for service to Coastal. 

Southern and Atlanta Gas object to this condition. In the Examiner’s opinion, 
the objection is well taken. The proposed condition is perhaps to be construed 
as not going beyond the powers of the Commission set out in Section 4 of the Act, 
as implemented by Part 154 of the Regulations (Secs. 154.1-154.102). If this be 
the proper construction, the condition is unnecessary. The proposed Rate 
Schedule CDL-1 will constitute a change in the existing rate schedule, CD-1. 
Hence, it will be subject to the suspension provisions of said Section 4. Section 
154.25 of the Regulations provides that, 
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Any natural-gas company may informally submit a tariff or any part 
thereof or material relating thereto for the suggestions of the staff of the 
Commission prior to filing. 

Even in the absence of the suggested condition, it would seem to behoove 
Southern to submit the proposed rate schedule to the Staff for approval, prior 
to filing the schedule, if it desires to avoid a danger of the same being suspended. 

If, on the other hand, the proposed condition is properly to be construed as 
requiring Southern to obtain the consent of the Commission to differences be- 
tween the new and the old rate schedule, and to related changes in the tariff, 
without said applicant being accorded the hearing provided for by Section 4(e), 
then the condition would be a violation of said Section 4(e) and would be 
invalid. Cf. Morgan v. United States, 298 U.S. 468, 304 U.S. 1. 


APPLICATIONS OF COASTAL AND Houston TExas 


GAS SUPPLY 


The gas supply which Coastal transports or delivers to Houston Texas falls 
into two categories, respectively defined in the record as “transportation gas” and 
“direct purchase gas.” “Transportation gas” is gas which Florida Power & Light 
Co. and Florida Power Corp. purchase in the field, and which Coastal transports 
and delivers to Houston Texas for transportation and delivery to said two power 
companies in Florida. “Direct purchase gas” is gas which Coastal purchases, 
and which is transported and delivered by Coastal to Houston Texas for resale 
in markets in Florida, or else is used by Coastal or Houston Texas as compressor 
fuel. 

Reputable and experienced geologists and petroleum engineers, witnesses 
on behalf of Coastal, gave testimony and produced exhibits relative to the esti- 
mated reserves and availability of natural gas in each of the foregoing two 
categories. According to this evidence the total salable recoverable transporta- 
tion gas reserves as of January 1, 1959, were 1,081,122,000 Mcf; and such gas 
supply is sufficient to meet the present annual requirements of the power com- 
panies for 16 years from June 1, 1961. This evidence is uncontradicted. The 
Examiner finds and concludes that the estimates respecting the transportation 
reserves are reasonable and valid. 

The evidence adduced by Coastal’s expert witnesses is further to the effect 
that the “direct purchase” gas reserves were 1,304,979,000 Mcf as of January 1, 
1959. These estimates include the reserves made available by Shell, Sparta and 
Southern. Excluding reserves which have not been flow tested, and making minor 
reductions in the reserve estimates because of unsatisfactory performance of 
certain reservoirs, the resulting estimate of proved reserves is 1,281,176,000 Mcf. 
The Examiner finds that the estimate of 1,281,176,000 Mcf is reasonable and 
justified. 

Subsequent to the preparation of the original availability studies, Coastal 
contracted for certain additional reserves. The experts made reasonable esti- 
mates of the volumes and availability of these additional reserves. The resultant 
gas supply subject to Coastal’s gas purchase contracts, according to the expert 
evidence, is sufficient to nieet Coastal’s full pipeline delivery requirements under 
the proposed expansion project for a period of approximately 13 years from 
July 1, 1961. The Examiner so finds. 

The availability estimates also treat of “minor contract additions” by Coastal. 
The minor contract additions are contracts which provide for the sale of gas to 
Coastal in an amount less than one billion cubie feet of gas per year, and for 
which Coastal is not required to construct any facilities other than a tap. The 
record shows that during 1959 Coastal executed 26 such contracts, deliveries 
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under which total in excess of 10,000 Mcf per day, or approximately 5 percent 
of the direct purchase gas requirements. Upon the reasonable assumption of 
continued deliveries from minor contract additions at the rate of 10,000 Mcf 
per day, the full pipeline delivery requirements under the proposed expansion 
project can be met for a period of 14 years from June 1, 1961. 

The Examiner finds and concludes that both the transportation reserves and 
the reserves under Coastal’s gas purchase contracts meet the Commission’s 
minimal standards of gas supply. 


MARKET FOR RESALE SERVICE 


The principal questions in the proceedings relate to whether or not a sufficient 
market exists to warrant the construction of the increased capacity. 

All of the companies, municipalities and gas districts which Houston Texas 
proposes to serve as resale customers, or which seek to obtain allocations of 
natural gas as resale customers, are legaNy authorized to engage in the local 
distribution of gas to the public. The evidence shows that there is a public 
need and desire for natural gas in all of the cities and areas which would be 
served by the various proposed natural-gas systems. 

According to the undisputed evidence, the projects as proposed by the respec- 
tive companies, municipalities and gas districts, are feasible from an engineering 
standpoint. 

The record shows that Houston Texas and each of the proposed customers to 
whom it seeks authorization to sell natural gas have executed a contract for the 
service proposed, except one town (Jay) and one industrial concern (General 
Portland Cement) ; and that Houston Texas and these two proposed customers 
are to execute contracts covering the intended service. The record further 
shows that Houston Texas is not opposed to rendering the service requested by 
the seven intervenors which request that the certificate issued to Houston Texas 
be conditioned by requiring that natural-gas service be furnished to them; pro- 
vided two of the municipalities make contributions in aid of the construction 
of service laterals. 

In the cases of all of the projects, it appears from substantially undisputed 
evidence that the engineers’ estimates of construction costs and operating ex- 
penses are valid and reasonable ; and the Examiner so finds. 

The proposed distribution customers will be more particularly treated of in 
three categories; viz., (1) utilities, (2) municipalities (in general), and (3) gas 
districts and municipalities which propose to distribute portion of, or to pay 
percentage of revenues out of, “surplus revenues” in consideration of grant of 
franchises. 

Utilities 


Of the resale customers which Houston Texas requests authorization to serve, 
it has been seen that seven are utilities: City Gas Co. of Florida, Pompano Nat- 
ural Gas Corp., Dade City Natural Gas Co., Gulfcoast Natural Gas Co., St. Joe 
Natural Gas Co., The Houston Corps., and Miller Gas Co. 

City Gas is engaged in distributing artificial gas in the vicinity of Miami; 
and, since early in 1960, has also been distributing natural gas. The natural 
gas is obtained from Houston Texas under a temporary authorization from the 
Commission issued January 18, 1960. Houston Texas seeks permanent author- 
ization to supply natural gas to City Gas for resale in Lake Forrest, Opa Locka, 
Hialeah, West Miami, Cutler Ridge, and certain areas adjacent thereto. At the 
hearing, intervenor Peoples Gas System, Inc., took the position that in the 
G—9262 proceeding, the Commission had authorized Houston Texas to sell natural 
gas to Peoples for resale in certain areas in Dade and Brevard Counties in 











ae a a ee et ot oe OO ee. 


ae ae a 


FEDERAL POWER COMMISSION 347 


which City Gas proposes to market gas if Houston Texas’ request for permanent 
authorization to sell supplies to City Gas is granted. A sharp contest developed 
between City Gas and Peoples which consumed several days of the hearing. 
Before the conclusion of the hearing, the dispute between the two companies 
was resolved by a stipulation between City Gas, Peoples and Houston Texas, 
whereby City Gas agreed not to resell natural gas in certain designated areas; 
Peoples withdrew its objection to Houston Texas’ request to sell natural gas to 
City Gas; and Houston Texas agreed to cooperate with the other two parties in 
undertaking to see to it that the terms of the stipulation are carried out. The 
three parties request that the limitations contained in the stipulation be embodied 
in the decision herein. The terms of the stipulation are hereby approved. The 
areas, as stipulated to, wherein City Gas is not to resell natural gas are set out 
in Appendix A hereto. The revised proposal of City Gas will entail plant addi- 
tions, during the first three years of natural-gas service, totalling an estimated 
$4,152,000. A substantial portion of the plant additions has already been ac- 
quired or installed. The population of Hialeah alone is approximately 60,000. 
City Gas estimates that in the third year of natural-gas operation it would serve 
over 35,000 residential, commercial and industrial customers in the areas above 
indicated. The financing of the conversion and expansion of the system has 
already been consummated. 

Pompano Natural proposes to construct and operate a natural-gas distribution 
system in Pompano Beach and environs. The population of the area to be served 
is estimated at 31,640. The total estimated cost of the project is $910,000. 
Pompano Natural proposes to finance the project by selling common stock in the 
amount of $250,000, and borrowing $650,000 at 6% interest. 

Dade City Natural proposes to construct and operate a natural-gas distribu- 
tion system in Dade City and environs. The estimated population of the area is 
7500. The estimated cost of construction of the system and miscellaneous costs 
is $473,000. Pompano Natural proposes to raise this amount of capital by the 
issue and sale of 6 percent or 614 percent first mortgage bonds with a term of 20 
years ; $130,000 principal amount of 8 percent debentures; and $103,000 of com- 
mon stock. 

Gulfcoast Natural proposes to distribute natural gas in the following eight 
contiguous communities in the Gulf Beach area west of St. Petersburg: Indian 
Rocks Beach, Indian Rocks Beach South Shore, Redington Shores, North Red- 
ington Beach, Redington Beach, Madeira Beach, Treasure Island and St. Peters- 
burg Beach. The estimated population of the area is 30,000. Gulfcoast proposes 
to have a 5-year construction program, costing an estimated $1,908,200, of which 
$1,350,000 will be required initially. It is contemplated that the initial capital 
will be raised by the sale of the following securities: $650,000 of 20-year first 
mortgage bonds, bearing interest at from 534 percent to 6% percent; $160,000 
of 614 percent debentures ; and $540,000 of common stock. 

St. Joe Natural proposes to construct and operate a natural-gas system in Port 
St. Joe. The population of the city is estimated to be 5450. The cost of con- 
struction and miscellaneous items, as estimated, is $355,000. St. Joe proposes 
to raise these funds by the issue and sale of $175,000 of 20-year first mortgage 
sinking fund bonds, at an interest rate of from 6 percent to 714 percent; 
and $180,000 of common stock. 

The Houston Corp., the parent of Coastal and Houston Texas (among other 
activities) owns and operates a propane-air gas distribution system in a 
service area comprised of Daytona Beach, Holly Hill and South Daytona. 


2 All estimates of costs referred to herein are those contained in the engineers’ reports 
hereinafter adverted to. 
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Houston Corp. proposes to convert the system to natural gas and to extend 
the system. The estimated population of the service area, in June 1959, was 
47,300. The estimated cost of converting and extending the system, and mis- 
cellaneous costs, total $1,644,574. Houston Corp. proposes to obtain the funds 
required by temporary bank loans at the prime interest rate, ultimately to be 
repaid by the sale of mortgage bonds secured by all of the company’s distribu- 
tion properties. 

Miller Gas is engaged in the distribution of LPG in a suburban area southwest 
of Miami. The present facilities of Miller Gas consist of “blocktype” distribu- 
tion systems, having an appraised value of $179,378. Proposed construction, 
which will include tying the block systems together and providing for customer 
growth; and miscellaneous items, will require additional capital of approxi- 
mately $775,000. Miller Gas proposes to obtain this amount by the issue and 
sale of $475,000 of 614 percent 25-year first mortgage bonds, $150,000 of deben- 
tures, and $150,000 of common stock. 

It appears that in Florida no franchises are required for utility services out- 
side of incorporated cities and towns. The evidence shows that all of the com- 
panies which will operate in municipalities have been granted the necessary 
franchises, except that Gulfcoast Natural has not as yet received a franchise 
from North Redington Beach. 


Economic Feasibility of Projects 


In the case of each of the foregoing seven projects, an engineer of a reputable 
firm sponsored an engineering report and market study in support of the project; 
and gave expert testimony that the project was economically feasible. This 
opinion was bottomed on the engineer’s estimates of construction costs and 
operating expenses heretofore referred to, and his forecast of the market for 
the sale of gas which the project would have. 

According to the engineer’s estitmates, the maximum-day and annual require- 
ments for the various projects in the third year of operation are as follows: 


Mazimum-day Annual 
Company requirement/M? Btu requirement/M? Btu 
I I itinerant gnc nice rain acne sa aeaitai iain 14, 253 1, 402, 300 
RNG. PIRI oo seisiss ctntirccngrcnnntraimsincaiiiainienmmims 2, 930 245, 965 
I ey NN a siiicachctec igo entail tbcag tt ina 840 1, 092, 936 
I I aici sth tice ca td es 3, 084 228, 300 
I ii ii tasiasnoran ni cps neta tise geancaiaiani ia 885 86, 860 
PI ND hit acreici nasties ca sa oanaalersialeabinnelalnenaiseens 5, 560 438, 000 
DN Nt a cas seats nig adhe ni uiateaiicbneaeia gaan 2, 222 101, 052 


The engineers estimated the number of customers in various years which 
the respective projects would have. The estimates of the number of customers 
in the third year of operation, broken down into categories of “Residential,” 
“Small Commercial,” “Firm Industrial,” “Interruptible Industrial,” and ‘Large 
Commercial and Industrial,” are as follows: 








| | 
| | Inter- Large com- 
Company x sidential Com- | Firm | ruptible | mercial Total 
| mercial | industrial | industrial | and 
| | | industrial 
| ! 
City Gas__. Scena 35, 305 169 21 | 4 5, 499 
Pompano Natural_.__--------| 5, 900 MOE eat ol 6, 321 
Dade City Natural_.-----__- 1, 270 128 |...-.--..---| BPs pecs 1, 401 
Gulfcoast Natural --.....---- | 2, 685 WN 2205. ose |----------- ses | 3, 091 
St. Joe Natural......-.-.--.-. REE Incesawe | cache saan wish 109 | 1,142 
Houston Corp.....-....-.-.-- 10, 010 RIGOR Batiidindabae sae r 107 | 11, 143 
Miller Gas....--------------- 3, 800 ppoerneneninafpnteen i io -|-norene-- ; | 3, 800 
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The engineers also estimated residential usage factors for the respective 
projects, consisting of the gas usage per year for base-load customers and cubic 
feet per deficiency degree day for space-heating customers. The estimates are 
as follows: 


Base load Heat 
Company Mef peryr. Cf per DDD 
CR GW ai siitenecicsnis inst essa hcci caste aesdailliaginiinaaaialiiiaias 20. 4-23. 5 40 
POUIIG TRC vicssisircncin cits ecina aiicninheienhniiaaas 27-30 35 
GG Civ vsinctnctieesinniaindcionian incubate 20 30 
COU TIT sissicciicitnisits siscstcccicicteactt nricricciinialhe ata 15 30 
SEG: BO TR siscitiscctntnsccsntccpsrieictitincstbat ail reais 24. 8 30 
ERO: CO iisescnccicas ts stitenieclgen techni teint ctecictumnclaitioeiigeianilianiahatscaliss 20 30 
DER. QO sisi cccniasiicelsiantsinistttivitditincataagiatnstdaiaidatiildai 27.6 30 


The question of the reasonableness of the estimates of numbers of customers 
and requirements will be specifically treated of hereinafter, project by project. 
In the cases of most of the projects, the bases for the residential usage factors are 
similar; and such bases will be discussed at this point, collectively. As to all of 
the companies except City Gas and Houston Corp., the estimates of usage factors 
are based on the experience of companies in comparable areas, or on statistics 
published by the American Gas Association, or both. The base load figures for 
City'Gas and Houston Corp., and the volume per degree day deficiency for Hous- 
ton Corp. are derived from the past experience of the respective two companies. 
The estimate of 40 cubic feet per degree day deficiency for City Gas is a com- 
bination of the consumption experienced in certain cities, and the view of the 
company’s engineering witness that people in the Miami area use more therms 
per degree day than those in most other climates. The usage factors appear 
to be reasonable and justified. 

There is a rate proceeding now pending before the Commission in which 
Houston Texas seeks an increase in its firm resale gas rate from 55 cents per 
M’Btu to 59 cents per M’*Btu. None of the utility distributors is to raise the retail 
rates which it now proposes even if Houston Texas’ application for a rate in- 
crease should be granted in toto. 

A more particular consideration of the evidence respecting the economic 
feasibility of the projects follows. 

City Gas. The evidence shows that City Gas is a well-established operating 
company, with more than $7,500,00 of assets, more than $4,000,00 of earned sur- 
plus, and a net income of $547,034 for the 11 months ending February 29, 1960. 

The record shows that the company now has 16,432 customers, all but an insig- 
nificant portion of whom have been or will be converted from propane to natural 
gas. Also, City Gas has recently acquired the properties of another corporation 
in Dade County, a short distance northeast of Opa Locka, which served 3,200 
customers with propane. City Gas proposes to attach these customers. Also, 
City Gas has two subsidiaries which distribute propane near Lake Forrest, and 
City Gas proposes to connect the customers served by these subsidiaries and to 
supply them with natural gas. 

In estimating City Gas’ requirements, the engineer for the company, of course, 
took into account the present customers of City Gas and its subsidiaries. He 
consulted with builders in the areas to be served to obtain the number of houses 
which would use natural gas in the immediate future. In arriving at the second 
and third year requirements, the engineer made use of the past experience of 
City Gas, together with a reasonable estimate of population growth. He as- 
sumed that all new houses would have central gas heating. In the light of the 
builders’ plans for new construction which he surveyed, and the advantages of 
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natural gas over propane, pricewise and otherwise, this assumption appears to be 
reasonable. 

The number of estimated commercial and firm industrial customers is based 
on the number of such customers now served by City Gas, with nominal increases 
assumed. The estimated usage of these customers is based on the actual con- 
sumption of City Gas’ existing LPG customers, with nominal increases. 

The estimated annual requirements include 400,000 M*Btu. of interruptible 
gas. In arriving at this figure, the engineer had discussions and negotiations 
with responsible representatives of industrial concerns, who expressed an inten- 
tion to switch to natural gas if they could thereby effect a saving. The engineer 
has made fuel cost analyses whereby he has determined that the industrial con- 
cerns can be served with natural gas at a substantial saving to them, including 
the cost of conversion. The estimated industrial usage is based on the natural- 
gas equivalent of fuels now being used by the prospective customers. There 
is a potential industrial market for substantially more gas than the 400,000 
M’Btu. 

The marketing by City Gas of natural gas instead of propane will effect large 
savings in operating costs, and much of these savings will be passed on to the 
public by a reduction in retail rates. 

The engineer estimates that, in the third year, City Gas will have a return 
on its investment of 8.1 percent at the present cost of purchased gas; and a 
return of 8.0 percent at Houston, Texas’ proposed wholesale rate which is the 
subject of the pending rate proceeding. 

Pompano Natural Gas Corp. The officers of Pompano Natural have had 
extensive experience in the LPG business. 

The engineer who testified for this company based his estimate of residential 
consumers of natural gas in good part upon a count of the dwelling units and 
a sampling by interviews with an occupant of 25 percent of the respective 
dwellings. The interviews were made by the engineer and his staff. In the 
interviews, they made inquiries as to the present fuel used; the number and 
type of appliances; the present fuel cost of each appliance; and whether the 
occupant would change over to natural gas provided the cost thereof was in line 
with other fuel costs and considering costs of conversion, a portion of which the 
householder might be called upon to bear. The engineer discounted the number 
of favorable answers to the last mentioned inquiry in order to be “ultra con- 
servative.” The engineer also made use of data from reliable sources as to the 
numbers of water customers, telephones and electrical connections. He also used 
as a check a market survey of seven Florida cities conducted by Houston Texas 
in 1954. In addition, the evidence shows that 1,500 customers of a bottled gas 
company in Pompano Beach, whose officers are the same as those of Pompano 
Natural, are to be changed over to natural-gas service immediately. 

The engineering staff interviewed the proprietors of all of the small com- 
mercial establishments, and put the same inquiries as above set out. 

The evidence shows that natural gas at the proposed retail rates would be 
from 37 percent to 47 percent cheaper than propane and electricity for both 
commercial and residential use. 

Fuel oil is used for some 37 percent of the residential space heating, and for 
some 4 percent or 5 percent of the residential cooking and water heating. The 
evidence shows that natural gas would be more expensive than fuel oil for all 
residential and commercial usage, except commercial space heating. In particu- 
lar, as compared with oil, natural gas would be 21 percent more expensive for resi- 
dential space heating, 36 percent more expensive for residential cooking and 


water heating, and 10 percent more expensive for commercial cooking and water 
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heating. Pompano Beach, however, is a resort area, and a large portion of its 
residents are wealthy retired people. The advantages of natural gas over fuel 
oil are such that, according to the engineer, natural gas would make substantial 
inroads in the fuel oil market despite the difference in the price of the two fuels. 

In arriving at the estimated number of residential customers, the engineer 
combined the information obtained from the interviews with the other data and 
considerations above mentioned ; and, using his judgment, formulated percentage 
factors which he applied to the total number of dwelling units. Different per- 
centage factors were derived for two different types of dwellings, for base load 
usage, and for heat usage. 

The estimate of the number of small commercial customers was predicted 
upon the interviews with the proprietors, the favorable responses being cut 
down considerably. The estimated annual usage of these prospective customers 
was based on the average volume of gas used by that portion of them which are 
served with propane gas. 

The engineer interviewed representatives of all large commercial establish- 
ments, including city and county officials in charge of high schools and public 
buildings. In the interviews, he ascertained the present type of fuel used, the 
type of equipment now installed, the annual fuel usage, and the present fuel 
prices paid. He also discussed conversion costs, and obtained the opinions of 
the persons interviewed respecting the likelihood of future conversion to natural 
gas. The estimated requirements of the large commercials were based on the 
natural-gas equivalent of existing fuel volumes used by these potential 
customers. 

At a wholesale price of gas of 55 cents, the estimated net income of Pompano 
Natural in the third year is $186,010, and at a 59 cents wholesale prices, is 
$178,591. 

Dade City Natural Gas Co. In order to estimate the domestic requirements, 
the engineer for the Dade City Natural project and a crew working under him 
conducted a field survey consisting of a count of all of the houses in the service 
area and a sampling by interviewing an occupant of 10 percent of the houses. 
In the interviews, the following inquiries were put: “What is your fuel use 
at this time? Are you interested in natural gas? Would you be willing to 
make a deposit for natural gas? What use would you have for natural gas?” 

The engineer correlated the population, and the dwelling units as determined 
from the field survey, with past U.S. census data to provide a basis for estimat- 
ing the population and dwelling units in the first three operating years. 

The engineer divided the total number of dwelling units into two types, upon 
the basis of size and economic status of the occupants. He then made esti- 
mates of the fuel use in the two categories, based on the 1950 census of housing; 
trend of fuel use; estimates by building contractors, appliance dealers, city 
utilities inspectors and officials of fuel companies; and the field survey. To 
these estimates, the engineer applied percentages and thus obtained an esti- 
mated conversion of the users of the various types of fuel to natural gas. These 
percentages were derived from an analysis of the fuel-use pattern, together with 
a consideration of the following factors: costs of competing fuels, as compared 
with natural gas; the ecénomic character of the community; the basic sources 
of income; evidences of recent growth and prospects for future growth; and 
1950 U.S. census data on population, income of families and housing char- 
acteristics. 

The engineer and his crew interviewed the proprietors of all the small com- 
mercial establishments and ascertained their requirements, the cost of their 
present fuel, and their disposition to switch to natural gas. 
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The record discloses that for residential usage natural gas, for space heating 
alone, would cost somewhat more than fuel oil; and for space heating and cook- 
ing, somewhat more than a combination of fuel oil heat and electric cooking. 
However, natural gas would be the most economical residential fuel when used 
for combined space heating, cooking and water heating. 

In the small commercial category, gas for space heating would be less than 
LPG, but higher than fuel oil. In the engineer’s opinion, the advantages of 
natural gas would offset the difference in cost between it and fuel oil. Also, the 
difference in fuel cost is wiped out when natural gas is used for both space heat- 
ing and base load. 

The engineer had detailed interviews with representatives of the 128 com- 
mercial establishments and the three industrial concerns which are listed as 
prospective customers. The interviews concerned the kind, amount and cost of 
the fuels now used, the cost of natural gas on a comparative basis, and the at- 
titudes of the consumers toward conversion to natural gas. For the large com- 
mercials, natural gas would be cheaper than LPG, and more expensive than 
fuel oil. The engineer was of the opinion, however, that the fuel oil user whose 
equipment was obsolescent would be prone to switch to natural gas, due to its 
convenience and lower maintenance costs. 

The fuel oil interests correctly say that a very large portion—95.3 percent— 
of the estimated annual requirements of Dade City Natural is interruptible in- 
dustrial gas; and that the engineer estimates that one concern, a citrus process- 
ing plant, will purchase, as interruptible industrial gas, 960,000 Mcf per year, 
which is 92 percent of the total estimated market. The processing plant has 
furnished Dade City Natural with a letter of intent which recites that the plant 
is desirous of obtaining natural gas, and is willing to enter into a contract for 
the purchase of the 960,000 Mcf per year, provided the cost of conversion is not 
prohibitive, and the plant can thereby effect a substantial saving in fuel costs. 
The engineer has made a reasonable estimate that the cost of conversion will be 
$80,000, which does not appear to be “prohibitive”; and that by use of natural 
gas there will be an annual saving to the plant of $49,728, or 12 percent, in cost 
of fuel. The engineer is justified in including the sale to the processing plant 
in his market estimate. The record also discloses that use of natural gas will 
afford a substantial saving in fuel cost to the other two potential industrial 
customers. 

The engineer comes out with a debt-service coverage on the bonds of 2.52, and 
an estimated rate of return of 7.8 percent in the third year. 

Gulf Coast Natural Gas Co. The engineer for Gulf Coast Natural is employed 
by Stone & Webster Service Corp. In preparing the feasibility study and fore- 
east, he had the benefit of the operating experience of the distribution systems 
in nearby St. Petersburg and elsewhere in the West Palm Beach area, on which 
Stone & Webster Service Corp. had been working. The engineer visited the area 
here in question and obtained basic data and made a study of what would be 
needed to serve the various communities. He made personal contacts with city 
officials and chambers of commerce, which persons and organizations furnished 
him with data on population, residences, numbers and types of commercial 
establishments, and historical and estimated future growth. 

In arriving at the potential residential load, the engineer studied residential 
areas to determine the extent of personal housing and future development. He 
computed basic customer data in each community from the estimated number 
of residential units. He adjusted the units each year to allow for growth based 
on trends and growth in the past. 
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The engineer determined that at the end of 1959 there were approximately 
7,520 residences in the proposed service area. He made an estimate, which ap- 
pears to be reasonable, that in 2,260 of these bottled gas is used. The engineer 
did not make a house-to-house canvass or a representative sampling of the resi- 
dences. According to the witness, such a survey was unnecessary, since “it is 
the commercial load that puts [the project] across”; and further, the types of 
houses in St. Petersburg are very similar to those in the area which Gulf Coast 
Natural proposes to serve. These circumstances appear to justify the omis- 
sion to make a detailed survey. 

The estimate of residential customers was predicated on the assumptions that 
80 percent of the existing bottled gas users would convert to natural gas by the 
end of the fifth year, that 5 percent of the existing users of other fuels would 
convert to natural gas each year, and that natural gas would be used in 80 per- 
cent of the new houses. 

These estimates appear to be conservative and justified. The evidence shows 
that natural gas has a price advantage over bottled gas, and would be less ex- 
pensive than fuel oil for residential use other than space heating alone. 

The area is heavily commercialized. The engineer estimated the commercial 
customers from data on the numbers and types of establishments. He classified 
these customers into small and large. He interviewed 5 percent of the proprietors 
of the small commercials and 40 percent of the proprietors of the large commer- 
cials. The witness estimated that 60 percent of the existing potential commer- 
cial customers would become natural-gas users by the fifth year, and that there 
would be a small number of other commercial customers each year from new 
construction. The engineer based the estimated average annual use of the small 
commercial customers upon the actual experience of several Florida gas utilities; 
and derived the usage in the large commercial category from the survey of 40 
percent of the large commercials. The Examiner finds that the commercial 
market estimates are reasonable and justified. 

On the basis of 55 cents as the cost of natural gas, the engineer forecasts a rate 
of return of 6.7 percent in the third year, and 7.3 percent in the fifth year; and 
on the basis of 59 cents gas, a rate of return of 6.8 percent in the third year and 
7.8 percent in the fifth year. 

It is to be inferred from the evidence that North Redington Beach will grant 
a franchise; but even if it does not this community is so small that the want 
of a market therein will have no material effect on the project. 

St. Joe Natural Gas Co. The engineer who prepared the report concerning the 
Port St. Joe project and his staff determined the population of the area, made 
count of the residences where there was a potential of natural gas being used, and 
interviewed an occupant of 12 percent of such houses. In the interviews, they 
obtained specific information as to the type of fuels and the various appliances 
used in the houses; also as to the knowledge of the occupant concerning natural 
gas, and his attitude toward converting from present fuels. The engineer 
correlated the population and present dwelling units with past U.S. census data 
to provide a basis for estimating the population and dwelling units in the first 
three operating years. He estimated the numbers of residential space-heating 
users and general users of natural gas for such years by the application of 
“conversion percentages.” He derived the percentages from an analysis of the 
fuel-use pattern as determined from the field survey; and from a study of the 
experience with similar natural-gas systems in the light of the cost of natural 
gas as compared with competitive fuels, the advantages of natural gas exclusive 
of cost, and the economic character of the community. 

The engineering staff interviewed representatives of small commercial estab- 
lishments concerning their attitude toward the use of natural gas, what fuel was 
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used by the establishment, the amount used, and the prices paid therefor ; or else 
otherwise obtained such information as to every such establishment. The engi- 
neer estimated the percentages of small commercial natural-gas users in the 
Same manner as he did the percentages of residential natural-gas users. 

The engineering staff had detailed interviews with representatives of the 
potential large commercial customers (which include a municipal hospital and 
the county schools) and industrial customers. The information elicited cov- 
ered the present type of fuel used, the amount used, the cost thereof, and the 
seasonal pattern of use. These potential customers indicated a desire to use 
natural gas, provided a saving to them would thereby be effected. An attorney 
for the city and the county school board testified, and the Examiner finds, that 
officials representing the municipal hospital and the schools have decided to use 
natural gas in these buildings. 

At the proposed retail rates, the use of natural gas would result in substan- 
tial savings in fuel cost to all classes of potential customers, taking into account 
the cost of conversion to natural gas. 

The rate of return in the third year, as estimated by the engineer, is 6.38 per- 
cent at the wholesale rate for natural gas of 55 percent; and 5.24 percent at 
the 59¢ wholesale rate. 

The Houston Corp. (Daytona Beach). The engineer who prepared the re- 
port and market study for Houston Corp. covering the Daytona Beach area is 
the same as the one who prepared the Port St. Joe report. The fuel oil interests 
introduced testimony and exhibits which challenge the engineer’s market 
estimates. 

It has been noted that Houston Corp. now owns and operates a system which 
distributes manufactured gas in Daytona Beach and environs; and that it plans 
to convert the system to natural gas and to extend its facilities. The evidence 
shows that Houston Corp. is now serving approximately 195,000 M*Btu of pro- 
pane-air gas to approximately 4,700 residential customers, 671 small commercial 
customers, and 97 large commercials and industrials. Apparently Houston Corp. 
is assured of these customers as natural-gas customers and of selling the afore- 
mentioned volume of gas at the outset of its natural-gas operations. The mar- 
ket study justifiably assumes that these customers will be natural-gas customers. 

The methods which the engineer employed in arriving at the total estimated 
third-year requirements included doing substantially the same things as set out 
supra in describing the manner in which the report on the Port St. Joe project 
was prepared. However, occupants of only 8 percent of the residences where 
manufactured gas was not used were interviewed (not 12 percent of the total 
number of residences, as was the case in Port St. Joe). Also, the determination 
of the average annual consumption per commercial user was different. The 
engineer made this determination from the past experience of the Daytona 
Beach system. Also, while there was a count of the small commercial establish- 
ments, there were no interviews with the proprietors of any extensive number of 
these establishments. 

In estimating the number of potential residential customers who do not now 
use manufactured gas, the engineer for Houston Corp. gave consideration to the 
cost to the consumer of making the conversion to natural gas; to the basic 
sources of income in the community; and to 1950 U.S. census data on the income 
of families and housing characteristics. 

The engineer presented evidence respecting the cost of other fuels for resi- 
dential and small commercial use as compared with the proposed retail rates for 
natural gas. According to this evidence, natural gas would be substantially the 
same in cost as fuel oil for residential heating, and would be from 3 percent 
to 10 percent cheaper than electricity for cooking and water heating. From 
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such evidence, it follows that natural gas would be cheaper for residential use 
than a combination of fuel oil and electricity, which is the combination found 
in more than 80 percent of the residences in the area. According to the engineer, 
natural gas would be from 20 percent to 39 percent more expensive than fuel 
oil for small commercial space heating. The undisputed evidence shows that 
natural gas would be from 8 percent to 24 percent cheaper than LPG for resi- 
dential and small commercial use. 

The engineering staff had interviews with responsible persons at each of the 
large commercial and industrial establishments which Houston Texas proposes 
to serve with natural gas. All 107 of these prospective natural-gas customers 
except 8 schools and 2 other large commercial establishments are now served 
with manufactured gas. In estimating the volume of sales in these categories, 
the enginer gave consideration to the relative benefits of natural gas, relative 
fuel-cost savings and the attitudes of the potential consumers toward conver- 
sion to natural gas as determined from the interviews. School officials stated 
that it would be their policy to use the most economical fuel; and it appears 
from the evidence that fuel oil, which is now being used in the eight schools, sells 
for slightly more than would natural gas at the proposed retail rates. 

The evidence shows that since the engineer completed his report, new com- 
mercial customers, both small and large, have been added to the manufactured 
gas system, and increased quantities are to be purchased by one present large 
commercial customer. AS a consequence, the estimates of commercial sales 
apparently will be substantially exceeded. 

The engineer estimated that in the third year of natural-gas operation, the 
Daytona Beach project will earn a rate of return of 7.85 percent, based upon 
the present wholesale price of natural gas; and a rate of return of 7.48 percent 
at the proposed increased wholesale price of 59 cents. 

The fuel oil interests contend that the estimates of the residential and small 
business market for gas are overstated. They produced the results of a sam- 
pling conducted in Daytona Beach residential areas by a research analyst 
which showed “gas” running a poor third in a fuel popularity contest with 
electricity and oil. This evidence is not relevant. The question which was 
asked the householders was, “If you had an opportunity to change [your fuel] 
what would you prefer—electricity, gas or oil?’ It will be noted that the term 
“gas” was used in the question, not “natural gas.” Bearing in mind that Day- 
tona Beach now has manufactured gas service, the plain import of the question 
was for the householder to express a preference as between electricity, manu- 
factured gas and oil. In view of undisputed evidence that Houston Corp. will 
retail natural gas at substantially lesser rates than it does manufactured gas, 
the responses to the foregoing question obviously are not meaningful. 

The fuel oil interests further complain of the engineer’s findings as to the 
comparative retail prices of fuel oil and natural gas, at the proposed rates, for 
residential and small commercial space heating. The evidence is conflicting as 
to the prices at which fuel oil for space heating is sold in the Daytona Beach 
area. The Examiner is satisfied that the fuel oil prices testified to by the en- 
gineer who presented the Houston Corp. report are substantially accurate. 

In arriving at the comparative costs, the engineer who testified on behalf of 
Houston Corp. assumed that the relative house-heating efficiency of oil as com- 
pared to gas is 70 percent. The fuel oil interests contend that the engineer 
erred; and cite the results of three tests conducted by research technicians 
which the fuel oil interests say show that the relative efficiency of the two fuels 
is about the same. The evidence respecting these tests is not convincing. One 
of the tests was conducted in test residences under controlled conditions. As to 
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the other two tests, the record does not show the basis thereof. On the other 
hand, the engineer for Houston Corp. relied upon two studies which consisted of 
field tests of the actual usage of gas and oil in the average home in the areas 
covered in the tests; and which support the use of a 70 percent relative efficiency 
factor. Furthermore, the engineer is a man of high qualifications who has been 
associated with some of the leading engineering firms in the nation. This con- 
sideration lends weight to his choice of a 70 percent relative efficiency factor. 
That such choice is widely accepted in the engineering profession as proper is 
indicated by the fact that nearly all of the engineers who prepared market 
studies of the distribution projects involved in these proceedings used the same 
relative efficiency factor. 

Next, the fuel oil interests contend that the engineer for Houston Corp. was 
not justified in estimating the average annual space-heating sales by the method 
which he used, the degree day deficiency method. A fuel oil dealer in Daytona 
Beach testified that neither he nor his competitors use this method, “because the 
Florida heating and the Florida usage pattern is one of abnormality.” This 
evidence is not persuasive. To be sure, the average degree day deficiency does 
not occur each year. Nevertheless, a reasonable estimate of gas requirements 
must be based upon average usage. The degree day deficiency method is an 
accepted and the most widely used manner of estimating natural-gas space- 
heating requirements in all parts of the nation, and was used by practically all 
of the expert witnesses in these proceedings who sponsored distribution projects. 

The Examiner is satisfied that the market study of the engineer is sound, and 
that his estimates are essentially reasonable and valid. 

Lastly, the fuel oil interests contend that even if the application of Houston 
Texas for a rate increase were granted in full, the resale firm revenues of said 
company (including the revenues from the Daytona Beach project) would still be 
deficient to the extent of $1,500,000 in the first year of expanded operations and 
$1,200,000 in the third year; and submitted a cost allocation which comes out 
with this deficiency on the basis of premises therein assumed. The question 
of what is a just and reasonable rate for Houston Texas’ wholesale sales of firm 
gas is dependent upon many uncertainties, which can only be resolved in a rate 
proceeding ; and the Examiner is not going to undertake to speculate about them. 

Miller Gas Co. On October 26, 1960, the Commission granted Houston Texas 
temporary authorization to sell natural gas to Miller Gas Co., and to construct 
the necessary facilities for the purpose of making such sale. Miller Gas Co. 
has exclusive easements to serve gas in the subdivisions which it now supplies 
or proposes to supply, granted by the subdividers. At the time of the hearing, 
the company had 1,000 LPG customers, all of whom it proposes to convert to 
natural-gas usage. An affiliate was in the course of constructing new houses, 
and was placing gas appliances therein. The engineer for Miller Gas estimated, 
and the Examiner finds, that by the end of 1960, Miller gas would have on the 
order of 1,773 customers. The engineer also estimates, reasonably, that in the 
second and third years of natural-gas service, an additional 2,027 residences 
will be built. These residences will be equipped with natural-gas appliances, 


Miller Gas proposes to have the same retail rates as it now charges for LPG 
service; but anticipates that the rates will be reduced after the expansion is 
completed. The rates will be subject to regulation by the Florida Railroad and 
Public Utilities Commission. 

At the estimated retail rates and requirements, and with 55 cents as the 
wholesale price of gas, the debt-service coverage on a 25-year bond issue would 
be 3.15; and with the proposed wholesale price of 59 cents, would be 3.09. 
The rate of return estimated by the engineer on the rate base in the third year 
is 10.7 percent. 
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The fuel oil interests contend that in the first year of Houston Texas’ opera- 
tion, its deliveries of natural gas to distribution projects to which it was au- 
thorized to make sales were much less than had been estimated; and ergo 
that the market estimates relative to the foregoing distribution projects, and 
those hereinafter treated of, should be discounted. The record discloses, how- 
ever, that many of the distribution projects got under way more slowly than 
had been anticipated in the original proceedings. See infra, page 381. The Staff 
take the position, and the Examiner agrees, that the first year of Houston Texas’ 
operation is not sufficiently representative to constitute experience upon which 
future market projections can properly be based. 

From the evidence presented, the Examiner finds and concludes that there 
is a reasonable likelihood that each of the foregoing resale customers will take 
and utilize the volumes of gas which Houston Texas proposes to sell to them; 
and that each of the projects will in all probability be an economic success. 


Financial Feasibility of Projects 


It has been seen that the financing of the City Gas expansion project has 
already been accomplished. In the case of each of the other utilities above 
mentioned, the method of financing appears to be sound. There was satisfac- 
tory evidence, and the Examiner finds, that the requisite funds for each project 
can be raised as proposed; except that (as testified to by a financial witness), 
the term of the bonds to be issued by Miller Gas may have to be shortened from 
25 years to 20 years. 

Municipalities (In General) 


Houston Texas, as has been seen, seeks authorization to sell natural gas to 
the following municipalities, which would operate the proposed distribution 
systems: Fort Meade, Tarpon Springs, Jay, Williston and Vero Beach. It has 
been further seen that certain other municipalities desire to obtain allocations of 
natural gas for proposed distribution systems; namely, New Smyrna Beach, 
Boca Raton, Mulberry, St. Cloud and Fernandina Beach. 

The City of Fort Meade proposes to install and operate a distribution system 
in Fort Meade and environs. The service area has a population of 4,233. The 
capital requirements, consisting of the estimated cost of construction and other 
items, are $375,000. Fort Meade plans to finance the project by the issue and 
sale of 5-percent 30-year gas revenue bonds. 

The City of Tarpon Springs proposes to install and operate a distribution 
system within the city limits. Tarpon Springs has a population of approxi- 
mately 8,000. The capital requirements for the construction and other costs 
come to $450,000. The city proposes to raise this sum by the sale of 544-percent 
30-year gas revenue certificates in such amount. 

The Town of Jay proposes to construct and operate a small distribution sys- 
tem for the town, which now has a population of about 870. The capital re- 
quired will be $155,000, which amount the town proposes to raise by the issue 
of 514-percent 30-year gas revenue certificates. 

The City of Williston proposes to install and operate a distribution system in 
the municipality. The city has an estimated population of 1,800. The capital 
requirements for the construction of the system and other costs are $120,000. 
The city proposes to issue and sell 25-year gas revenue bonds in this amount, 
at a 5-percent interest rate, probably with a discount. 

The City of Vero Beach plans to construct and operate a distribution system 
in, and in the environs of, the municipality. The service area has an estimated 
population of 10,000. The capital requirements for the construction of the sys- 
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tem and other costs are $625,000, which Vero Beach proposes to raise by the 
issue and sale of 514-percent 30-year gas revenue bonds. 

The City of New Smyrna Beach proposes to construct and operate a distribu- 
tion system in the municipality. The city has an estimated population of 
14,000. The capital requirements, consisting of the construction cost and other 
costs, are an estimated $615,900. To finance the project, New Smyrna Beach 
plans to issue and sell 514-percent 25-year gas revenue bonds or certificates in 
such amount. 

The City of Boca Raton plans to construct and operate a distribution system 
in the city. Boca Raton has a population of approximately 7,000. The esti- 
mated project cost, consisting of the construction cost and other items, is $630,- 
000. The capital requirements would be raised by an issue of 30-year gas 
revenue certificates at a probable interest rate of a little less than 6 percent. 

The City of Mulberry proposes to install and operate a distribution system in 
and adjacent tothe city. The city has a population of approximately 2,900. The 
estimated cost of construction and other cost items come to $195,000. The city 
proposes to sell 25-year gas revenue bonds or certificates in this amount, at an 
interest rate of about 5%4-percent with a 3-percent discount. Mulberry receives 
revenues of about $24,000 a year from a cigarette tax which is levied by the State 
of Florida and rebated to the city. The city council has passed a resolution 
whereby it proposes to secure the principal and interest of the bonds or certifi- 
cates by a pledge of a portion of these tax revenues. The portion to be pledged 
will be an amount of from $12,000 to $15,000 annually. 

The City of St. Cloud plans to construct and operate a distribution system in, 
and in fringe areas surrounding the city. St. Cloud further proposes to construct 
a second distribution system in an unincorporated developed locality, called the 
Alligator Lake-Lake Lizzie area, which is situated 5 miles east of St. Cloud, and 
through which the Houston Texas pipeline passes. It is proposed to have two 
points of tap, one for the St. Cloud system and one for the Alligator Lake-Lake 
Lizzie system. The population of the service area is estimated to be 5,500. The 
cost of construction of the facilities and other costs come to an estimated $615,000. 
St. Cloud proposes to raise this capital requirement by the sale of 30-year gas 
revenue bonds or certificates at an interest rate of somewhat less than 6 percent. 

The City of Fernandina Beach plans to install and operate a transmission and 
distribution system. The system would consist of (1) a lateral, approximately 
41.6 miles in length, commencing at a point on the Houston Texas pipeline near 
Jacksonville, and extending in a general northeasterly direction through the small 
communities of Dinsmore, Garden City, Oceanway and Yulee, to Fernandina 
Beach; and (2) distribution systems in each of said communities, as well as 
fringe areas contiguous to Fernandina Beach. In addition to Fernandina Beach 
itself, the city proposes to serve the other aforementioned communities, the devel- 
opment along the route of the lateral, and the environs of Fernandina Beach. 
The estimated numer of people in the small communities and along the lateral is 
a little more than 6,000; the estimated population in and in the environs of 
Fernandina Beach is 8,140. The estimated construction cost, and other costs, 
of the project are $1,870,000. Fernandina Beach plans to accomplish the financ- 
ing of the project by the issue and sale of 30-year gas revenue certificates in such 
amount. The interest rate is uncertain, but will perhaps be between 514 percent 
and 5% percent plus “a reasonable discount,” and should in all events be less 
than 6 percent. 


£Leconomic Feasibility of Projects 
Respecting each of the above municipal projects, an engineer of a reputable 


firm, in several instances the same engineer as gave evidence in support of one 
or more of the utility projects, testified, upon the basis of an engineering report, 
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that the project was economically feasible. As in the case of the utility projects, 
the engineer’s opinion was grounded on his estimates of construction costs, 
operating expenses and gas sales. 
According to the engineers’ estimates, the maximum-day and annual require- 
ments in the third year of operation are as follows: 
Annual 
requirement/ 
M? Btu 
111, 077 
219, 272 
21, 700 
56, 248 
21, 568 
106, 664 
7, 67 
17, 534 
66, 096 
2, 573 600, 094 
The engineers’ estimates of numbers of customers in the third year of operation 
of the respective projects, broken down into categories as shown below, are 
as follows: 


Mazrimum-day 
Municipality requirement /M? Btu 
Vero Beach 
SI | ties cases mati 


Williston 


513 
212 
718 
162 


PN iicincisntiatitn acts ciebialhiatalesabcane iti idatighlainidtbiiiteictammeceaga 160 


St. Cloud 


Small (or 
small 
and me- 
dium) 
com- 
| mercial | 


Residen- | | } 
| tialend | Large Firm 
small com- in- 
com- mercial | dustrial | 
mercial | | | 
| | 


Inter- 
ruptible 
indus- 
trial 


Company 


Vero Beach. 
Tarpon Springs. - 
Williston -_- 

Fort Meade.. 


1, 655 448 
802 73 | 
244 | 71 | 


722 | 62 


150 
120 

62 
119 |_. 
307 | 


, 332 | 
2,070 | 
663 | 

, 296 | 


2, 201 | 


Mulberry _- 
St. Cloud _- ; 
Fernandina Beach. - ---- 


The gas usage per year for residential base-load customers and cubic feet 
per deficiency degree day for residential heat customers, as estimated by the 
engineers, is as follows: 


Company 

Vero Beach 
Tarpon Springs 
Williston 


Mulberry 


Base-load 
Mcf per year 
20 

20 

27-30 

25 

24-31 

20 


Ss CN oe 


Fernandina Beach 


23. 40 


Heat 


Cf per DDD 


30 


30 
35 
26 


30 


— 


28 
28 


The usage factor estimates, as most of those considered supra at page 349, 


were baSed on the experience of distribution systems in comparable areas, or 
published statistics of the American Gas Association, or both. The Examiner 
is of the view that the usage factors are reasonable, and that their employment 
is justified. 
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Vero Beach. The engineer who prepared the Dade City report prepared the 
report for Vero Beach. He made use of the same methods and procedures 
described above in treating of the Dade City project. 

The evidence shows that at the proposed retail rates savings to residential 
and small commercial customers would result from their use of natural gas, 
except where the only proposed use of natural gas is to supplant fuel oil 
for space heating. For residential usage, specifically for cooking only, natural 
gas would be 18 percent cheaper than LPG, and 22 percent cheaper than elec- 
tricity ; for water heating only, natural gas would be 20 percent cheaper than 
LPG and 20 percent cheaper than electricity; for water heating and cooking, 
natural gas would be 30 percent cheaper than LPG and 19 percent cheaper 
than electricity ; for space heating only, natural gas would be 45 percent cheaper 
than LPG and 1.8 times the cost of fuel oil; and for space heating, cooking 
and water heating, natural gas would be 44 percent cheaper than LPG and 
19 percent cheaper than oil heat with electric cooking and water heating. Vero 
Beach is to bear the cost of converting LPG customers to natural-gas usage. 

The evidence further shows that natural gas would be cheaper than other 
fuels for the large commercial customers, which include schools and public 
buildings listed in the engineering report. 

The record shows that the two industrial customers which Vero Beach pro- 
poses to serve could effect savings by using natural gas, taking conversion costs 
into account; and that each of such proposed customers has submitted a letter 
of intent to purchase estimated volumes of natural gas equivalent to those 
contained in the engineering report. 

Tarpon Springs. The same engineer who prepared the Dade City and Vero 
Beach reports also prepared the Tarpon Springs report. He followed the same 
methods and procedures. 

The record shows that at the proposed rates, natural gas would be the most 
economical residential fuel when used for combined space heating, water heating 
and cooking; or for combined space heating and cooking; or for combined cook- 
ing and water heating. However, for space heating alone, fuel oil would be 
cheaper. Natural gas would be 26 percent or 27 percent cheaper than LPG 
and electricity for base load uses, and about 17 percent cheaper than LPG for 
space heating. Tarpon Springs is to bear the cost of LPG conversions in the 
first year. 

The evidence shows that for small commercial customers natural gas for 
space heating, and for space heating and base load, would be higher than fuel 
oil; but would be cheaper than LPG for these uses. 

The record shows that for the proposed large commercial customers, natural 
gas would be cheaper than either LPG or fuel oil. Also, the three proposed 
industrial customers would effect substantial savings. At the present price of 
fuel oil, the largest of the three would realize a saving in cost of fuel of $4,922 
per year, whereas the estimated cost of converting the equipment to burn natural 
gas is $4,500. Two of the proposed industrial customers, who would use 99 
percent of the interruptible load, have submitted letters of intent to take natural 
gas. 

Williston. The engineer who prepared the Pompano Natural report also 
prepared the Williston report. In general, he used the same methods and pro- 
cedures for Williston as those detailed above in the case of Pompano Natural. 

Certain differences in the two projects should be noted. Williston does not 
bave the advantage of there being an affiliated bottled gas company as does 
Pompano Natural. Nor is a large proportion of the residents of Williston 
wealthy retired persons, as in Pompano Beach. 
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Other differences inure to the advantage of Williston. The degree day de- 
ficiency is some 2%4 times greater in Williston than it is in Pompano Beach; 
and the witness in his computations made proper allowance for this difference. 
The record shows that at the proposed retail rates, natural gas would be cheaper 
than not only electricity and propane, but fuel oil as well. Specifically, for 
residential and small commercial use, natural gas would be from 42 percent to 
49 percent cheaper than LPG, from 3.6 to 3.9 times cheaper than electricity ; 
and from 12 percent to 23 percent cheaper than fuel oil. 

Fort Meade. The engineer for the Fort Meade project and his assistants 
made a count of all of the houses in the market area. They rejected some 20 
percent of the houses either because they were scattered or because they have 
a low potential for conversion. The engineer classified the remainder of the 
residences into three types; and the engineering staff interviewed between 10 
percent and 15 percent of the users in each category. In the interviews, they 
made inquiry as to the fuels and the types of appliances that are used; the 
amount of fuel used for space heating, cooking, hot water heating and refrigera- 
tion; and the views of the householders concerning converting each type of ap- 
pliance to natural gas. 

Respecting the small commercial load, the engineering staff first counted all 
of the small commercial establishments. They then interviewed representatives 
of all restaurants, hotels, motels, and public buildings, and of all large stores 
and churches; and between 30 percent and 40 percent of the remainder of the 
potential small commercial customers. In the interviews the engineering staff 
obtained the same information as they did from the potential residential cus- 
tomers; and also a basis for estimating the cost of converting present equip- 
ment to natural-gas service; and the desire of the person interviewed to convert 
in the light of the estimated cost of conversion. 

The engineer checked the foregoing information with the 1950 housing census 
of the United States Bureau of Census to determine the trend. He inter- 
viewed the mayor, officials of the local chamber of commerce and representative 
citizens, to obtain background material for determining the future economic 
prospects of the city. The engineer also interviewed the owners or managers 
of all of the large commercial establishments, including the supervisor of the 
Fort Meade schools; and representatives of the three prospective industrial con- 
cerns. The interviews covered the type of equipment in service, fuel con- 
sumption, future plans and attitude toward natural gas. 

At the hearing, Fort Meade represented that it would increase its rates some- 
what above those depicted in its exhibit.* The increased rates would result in 
debt-service coverages hereinafter referred to. At the redesigned residential 
rates, natural gas would be from 9.5 percent to 30 percent cheaper than LPG; 
from 8.9 percent to 37 percent cheaper than electricity; and from 0 percent to 
4.9 percent cheaper than fuel oil. 

In the case of the LPG customers, the engineer estimated that in the third 
year of operation, there would be a conversion to natural gas of 86 percent 
of the cooking usage, 85 percent of the water-heating usage, and 80 percent of 
the space-heating usage. He testified that these percentages were conservative, 
and were based upon “the conversion which is historically followed in any 
furnishing of natural gas to an area or to a customer presently using LPG.” 


8 This increase in proposed retail rates and the increases hereinafter mentioned in the 
retail rates proposed for the Jay, Boca Raton, Mulberry and Apopka District projects, 
above those specified in the engineering reports relating to such projects, are so modest 


that they have no material effect upon the estimates of sales contained in the engineering 
reports. 
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With regard to conversion from other fuels than LPG, the witness gave his 
opinion that by the third year, as to electricity, there would be a 35 percent 
conversion of cooking usage to natural gas, and a 55 percent conversion of 
water-heating usage; that as to fuel oil, there would be a 50 percent conversion 
of cooking usage to natural gas, and a 58 percent conversion of space-heating 
usage; and that as to wood, there would be a 50 percent conversion of cooking 
and space-heating usage. He testified that these estimates were based upon the 
customer interviews, the expressed customer preference, and historical data 
of comparable systems with regard to conversion of these usages to natural-gas 
usage. 

The engineer based his estimate of the quantity of gas which the prospective 
commercial and industrial customers would take on the present fuel oil and 
LPG consumption as obtained in the interviews. The owners or managers of 
the prospective industrial concerns definitely stated that the concerns would 
switch to natural gas. 

Jay. In preparing the engineering report for Jay, the engineer and his 
representatives made a count of the houses and small commercial establishments 
in the town; and interviewed an occupant of 50 percent of the residences and a 
like percentage of the proprietors of the small business concerns, and officials 
of schools and churches. In the interviews, the occupant, proprietor or official 
was asked as to the kinds of fuel and types of appliances being used, and 
whether he would be interested in having natural gas, and for what purposes. 
Ninety-three percent of the occupants of residences who were interviewed said 
that they would take natural gas. According to the engineer, “the business 
section, the commercial end, * * * was particularly interested in natural gas” 
because when butane is used there is a necessity of owning or renting a tank 
in order to store the same. 

The evidence shows that natural gas would have a competitive price advantage 
over other fuels. At the hearing, Jay increased its proposed retail rates in 
order to come out with debt-service coverages hereinafter shown. At the re- 
designed rates, natural gas, for space heating, would be 4 percent less than 
butane, 10 percent less than fuel oil, and 1.28 as expensive as coal; for water 
heating, would be 57 percent less than electricity, 4 percent less than butane, 
10 percent less than fuel oil, and 1.28 times as expensive as coal; and for cooking, 
would be 70 percent less than electricity, 4 percent less than butane, 9 percent 
less than fuel oil, and 1.28 times as expensive as coal. Although coal is cheaper 
than natural gas would be, the engineer testified, and the Examiner finds, that 
for domestic and small commercial use, “coal is out of the question there on 
account of the shipment and delivery by truck * * * from railroad siding.” 

In making his estimates, the engineer eliminated some of the residences as 
not being potential customers, and divided the remainder into two types. He 
assumed a small increase in population. For each type of residence, and for 
the commercials, he made use of separate percentages of the extent of conversion 
from the various fuels to natural gas for water heating, cooking and space heat- 
ing, respectively. The percentages were judgment figures arrived at from the 
results of the survey, the comparative cost of natural gas and the other fuels, 
published statistical data, and a study of the experience with natural gas of 
four other towns located from 10 to 75 miles from Jay. Based on the experience 
with commercial establishments in the four towns referred to, the engineer 
estimated that the small commercials would use 2% times the amount of gas 
used in the better of the two types of dwellings. 

New Smyrna Beach. The engineer who prepared the Dade City, Vero Beach 
and Tarpon Springs reports also prepared the New Smyrna Beach report. The 
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methods and procedures which he used were the same as above described in 
treating of Dade City. 

The record discloses that at the proposed residential rates natural gas for 
cooking and water heating would cost less than LPG and electricity. Natural 
gas would be more expensive than fuel oil for space heating alone, or for space 
heating and cooking; but would be the more economical residential fuel when 
used for combined space heating, water heating and cooking. Specifically, for 
cooking only, natural gas would be 3 percent cheaper than LPG, and 3 percent 
cheaper than electricity ; for water heating only, natural gas would be 10 percent 
cheaper than LPG and 23 percent cheaper than electricity ; for cooking and water 
heating natural gas would be 19 percent cheaper than LPG, and 20 percent 
cheaper than electricity ; for space heating only, natural gas would be 19 percent 
cheaper than LPG, and 1.5 times as expensive as fuel oil; for space heating, 
cooking and water heating, natural gas would be 20 percent cheaper than LPG, 
and 13 percent cheaper than oil heat with cooking and water heating by 
electricity. 

In the small commercial category, natural gas for space heating alone would 
be higher than fuel oil and less than LPG. The engineer was of the view that 
the advantages of natural gas would cause a number of the small commercial 


fuel-oil users to change over, which opinion is perhaps warranted. For the 
large commercial and industrial customers, natural gas would be cheaper. 


New Smyrna Beach sells LPG to 602 customers. Such customers would be 
converted to natural gas at the expense of the city. The engineer estimates, 
reasonably, that in the first year these and 200 other LPG users would convert. 

Approximately 20 percent of the estimated nautral-gas requirements in the 
third year is comprised of sales to the 20 large commercial customers, in which 
category are included 13 schools and public buildings. The engineer’s estimate 
respecting these sales appears to be justified. According to the evidence, the 
large commercial customers would effect savings by switching to natural gas. 
The cost of converting the schools and public buildings would be in the range of 
only from $100 to $200 each. 

The proof does not justify considering as a prospective customer the one large 
interruptible industrial concern included in the estimate of customers. Sales to 
this industrial concern account for 38 percent of the total sales which the 
engineer estimates that New Smyrna Beach will make. The record discloses 
that the engineer attempted without success to obtain a letter of intent from 
such concern to take natural gas. 

New Smyrna Beach is located 13 miles south of Daytona Beach; and in order 
to render the proposed natural-gas service it would be necessary to construct 
a lateral from Houston Texas’ pipeline at Daytona Beach to New Smyrna Beach. 

According to the testimony of Houston Texas’ vice president in charge of plans 
and development, and Exhibit 112, sponsored by him, Houston Texas 

requires that any service lateral it constructs must be economically feasible. 
To be economically feasible, the annual revenues generated under the com- 
pany’s agreement or agreements with the customer or customers from the 
service or services rendered by the lateral in the third year of operation 
must be sufficient to pay for the cost of gas, income taxes, the lateral and 
allocated main line depreciation, ad valorem taxes, operation, maintenance 
and administrative expense, and yield a 7 percent utility operating income 
on all lateral and main-line allocated construction costs. All costs referred 
to are incremental. 
all as more particularly set out in Exhibit 112. 
The propriety and reasonableness of this formula are not questioned. 
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The record shows that in order for the New Smyrna Beach service lateral to be 
“economically feasible” according to the standards employed in the formula, 
New Smyrna Beach would be called upon to make a capital contribution to 
Houston Texas ranging from $60,141 to $84,359, depending upon the wholesale 
price of natural gas at the time the lateral would be constructed. Houston 
Texas is willing to construct the lateral provided New Smyrna Beach makes this 
capital contribution. 

The New Symrna Beach study of economic feasibility should be modified by 
excluding therefrom the estimated sale to the industrial concern, and by adding 
to the cost of construction of the proposed system, the contribution toward the 
cost of the service lateral. The debt-service coverages respecting New Smyrna 
Beach hereinafter set out are arrived at after making these two adjustments. 

Boca Raton. By the application of its service lateral formula, Houston 
Texas does not require a capital contribution for the construction of a lateral 
from its system to Boca Raton; and is willing to construct such lateral. 

The engineer who prepared the Boca Raton report did not break down the 
usage factors between base load and heat, but used an average annual use 
per customer based on the experience of certain manufactured gas systems 
located near Boca Raton and elsewhere in Florida. The annual usage averages 
thereby arrived at in the third year of operation are 18 Mcf for a residential 
customer and 50 Mcf for a small commercial customer. These estimates appear 
to be conservative when compared with the usages estimated for other com- 
munities in the instant proceedings. 

The engineer and his staff made a field count and exterior inspection of all 
of the residences and commercial establishments in the city; and interviewed 
an occupant of between 15 percent and 20 percent of the residences, the pro- 
prietors of all of the restaurants and laundries, and a representative of the one 
potential large commercial customer. 

The types of fuel being used in residences, and the appliance usage (and in a 
colder climate than that of Boca Raton, the age of central heating plants) prob- 
ably constitute the information of greatest value which is generally to be 
ascertained accurately only from interviews with a representative number of 
occupants. In Boca Raton, the engineer and his staff were able to obtain fairly 
definite information on the first of these points by an exterior inspection of the 
residences. Largely from observing the presence of propane tanks, they made a 
reasonable determination that of the 2,848 potential residential and small com- 
mercial customers, 1,618 used bottled gas. Also, from the exterior inspection, 
they determined generally the number of electric users and fuel oil users. 

The data as to fuel usage thereby obtained were augmented by the interviews 
at the residences and commercial establishments above referred to. The engineer 
had noted that Boca Raton is made up of a series of developments and subdi- 
visions; and from the interviews ascertained that in the respective develop- 
ments, most of the people used either bottled gas solely or electricity solely. 
In the interviews, the engineer and his staff also ascertained the cost of the fuels 
now used. 

From facts gathered from the local chamber of commerce, city officials and 
power companies, the engineer made a reasonably accurate estimate of the 
present population; and, from the past growth of Boca Raton and neighboring 
cities, a reasonable population forecast. 

In order to arrive at the debt-service coverage for this project hereinafter 
shown, Boca Raton will have to raise its rates slightly above those contained 
in its exhibits. It appears from the the testimony at the hearing that Boca 
Raton proposes to put the rates at the increased level into effect. At these 
proposed rates, natural gas for the average domestic consumer would be 5 



















FEDERAL POWER COMMISSION 365 


percent cheaper than LPG, 28 percent cheaper than electricity, and 1.85 times 
the cost of fuel oil. While natural gas is not competitive with fuel oil price- 
wise, fuel oil is used in Boca Raton only on a fairly small scale. 

The engineer estimates that one-half of the bottled gas users would connect 
to the natural-gas system in the first year; and estimates that there would be 
substantial additional connections by bottled gas users in the second year. 
These estimates appear to be justified, particularly since the city proposes to 
refund a $15 connection fee to anyone taking service during the first two years 
of operation. 

The engineer estimates that by the end of the third operating year, 68 percent 
of the potential residential and small commercial customers will have connected 
to the system. This estimate appears to be reasonable, in view of the large 
proportion of bottled gas customers, and the experience of a number of other 
Southern municipal natural-gas systems. 

Mulberry. It would be necessary for a service lateral to be constructed from 
Houston Texas’ system to Mulberry. By application of the Houston Texas 
formula, with its standards of service-lateral “economic feasibility” heretofore 
referred to, Mulberry would be required to make a capital contribution of approxi- 
mately $22,000 to Houston Texas toward the cost of the lateral. Houston Texas 
is willing to construct the lateral provided Mulberry makes the $22,000 
contribution. 

The same engineer prepared the Mulberry report as that for Boca Raton, 
using substantially the same technique. The engineer arrived at an average 
annual use per customer predicated principally on the experience of Central 
Florida Gas System, which operates manufactured-gas systems in a number 
of cities in the same county as Mulberry. The estimated annual consumption 
in the third year of operation is 17 Mcf per residential customer and 44 Mcf 
per commercial customer. These estimates appear to be reasonable. 

The engineer and his staff made a field count and exterior inspection of all 
of the residences and commercial establishments in the area to be served; and 
interviewed an occupant of 10 percent of the residences, and the proprietors 
of all of the proposed commercial customers. In the field survey, the engineer 
and his staff ascertained the approximate number of users of bottled gas, 
fuel oil and electricity, respectively. They found that here were 879 resi- 
dences in the service area, of which approximately 248 use bottled gas. In the 
interviews, like information was obtained to that obtained in the case of 
Boca Raton. 

Mulberry represented at the hearing tnat it would put into effect a slightly in- 
creased minimum rate over that contained in its exhibits. At the proposed rates 
as thus modified, natural gas for the average domestic consumer would be 11 per- 
cent cheaper than LPG, 42 percent cheaper than electricity, and 1.7 times the cost 
of fuel oil. 

The most persuasive reason for accepting the estimate of the rate of customer 
attachments presented by the city last treated of, Boca Raton, is the fact that 
some 56 percent of the potential customers are now using bottled gas. In Mul- 
berry, however, the percentage of bottled gas users is much lower—28 percent. 
Yet, as has been noted, the same engineer who estimated the customer attach- 
ments for Boca Raton made the estimate of customer attachments for Mulberry. 
He came out with an estimate that of the total potential residential and small 
commercial consumers in Mulberry, 65 percent would be attached by the third 
year of operation. This figure is substantially the equivalent of the 68 percent of 
the total potential residential and small commercial customers which he esti- 
mated would be attached by the third year in the case of Boca Raton. It would 
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appear that the estimated rate of attachment of potential customers for Mulberry 
is too high. 

If the estimates of customer attachments for Mulberry were valid, there would 
be a barely sufficient showing of the economic feasibility of its project. Includ- 
ing the $22,000 service-lateral capital contribution as an item of Mulberry’s cost, 
the debt-service coverage is 1.52, computed on the bases of the present purchased 
gas expense, the most recently proposed retail rates, a 25-year amortization, and 
a third-year levelling of revenues. Computed at the purchased gas expense 
should the application of Houston Texas in the pending rate case be granted (and 
otherwise on the foregoing bases), the debt-service coverage is 1.5. But, in 
fact, the debt-service coverages do not measure up to these figures, since the 
estimate of consumer attachments to the system has not been justified. The Ex- 
aminer perforce would have to reject the request of Mulberry for an allotment 
of gas were it not for the fact of the pledge of cigarette tax revenues. 

Because of this pledge, the allocation of gas should be authorized (subject 
to a condition made necessary by another point hereinafter considered). On 
the extreme assumption that Mulberry would attach only one-half the number 
of customers and receive only one-half the dollar revenues which it portrays 
in its exhibits, a rough estimation shows that after a proportional reduction 
of the operating expenses which would result from the reduced purchased gas 
expense and the reduced operating and maintenance expenses, there would be a 
net revenue of some $14,000 in the third operating year. This sum would be 
available to pay off the debt service in that year of $12,900. With the addition 
of the pledge of from $12,000 to $15,000 per annum, the total should be adequate 
to take care of the highest debt service in any of the 25 years of the bond issue, 
which amount is $22,400. 

St. Cloud. St. Cloud is located about a quarter of a mile from the system of 
Houston Texas. Houston Texas, under its formula, will not require a contribu- 
tion from St. Cloud toward the construction of a stub line to St. Cloud’s proposed 
distribution system, and is willing to install such line. 

The engineer who prepared the St. Cloud report and his staff made a field 
survey. The survey included a count of the houses, a plotting on maps of each 
residential structure, a division of the structures into “Class A” and “Class B” 
residences, and a canvass of about 17 percent of the houses in each category. 
In the interviews, the engineering staff made inquiry of the occupant as to what 
fuels are used for cooking, water heating and space heating; what fuels the 
neighbors on either side use; and the attitude of the occupant toward conversion 
to natural gas. The engineers informed the occupant that they did not yet know 
what rates would be charged for gas, but that the rates would perhaps be two- 
thirds to three-quarters of the cost of bottled gas or electricity, and would prob- 
ably be higher than fuel oil for heating alone; and that conversions of LPG 
customers would be made at a nominal price. If the present equipment was not 
susceptible to conversion, the householder was so informed. The information 
thus obtained as to the percentage of each kind of residential heating and cook- 
ing fuel was combined by the engineer with data contained in the 1950 U.S. 
Census of Housing to arrive at an estimated percentage of fuel usage for all 
houses in the proposed service area. 

The engineer then forecast the percentage of users of each kind of fuel who 
would connect to the natural-gas system in the first three operating years. He 
discounted the favorable responses which had been given to him in the inter- 
views. The principal factors by which he was governed in making the forecast 
were the competitive position of natural gas at the recommendéd retail rates 
and the experience of other southern cities where natural gas has been intro- 
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duced in recent years. The estimate covered both existing dwellings and dwell- 
ing units which, according to a reasonable population forecast made by the 
engineer, would be constructed within the 3-year period. 

The engineer arrived at his estimate of the number of prospective small and 
medium commercial customers on the basis of a count of the establishments and 
the population forecast. He plotted the existing potential commercial cus- 
tomers on maps, and classified them into categories of “small,” “medium,” and 
“large.” In the field survey the engineering staff interviewed the proprietors of 
17 percent of the small and medium commercials, and made inquiries similar to 
those put to the residential customers, imparting the same information to the 
proprietors as that which they had given to the householders. The engineer 
estimated the gas requirements of these commercial customers by making use of 
averages developed by the Bureau of Statistics of the American Gas Association 
for northwest Florida, and other areas similar to the proposed service area. 

The engineer interviewed representatives of the two potential large commer- 
cial customers, and obtained their fuel requirements and data for estimating 
savings which would be realized by such customers converting to natural gas. 

The evidence shows that at the rates proposed for residential service natural 
gas for joint cooking and water heating would cost from 33 percent to 40 percent 
less than electricity. For space heat only, natural gas would cost 46 percent 
less than electricity and 23 percent less than LPG. Natural gas for cooking 
and/or water heating would be more expensive than fuel oil; but when used for 
the base load plus space heating, would cost 51 percent less than fuel oil. 

The record shows that natural gas would be cheaper than fuel oil in the smail 
and medium commercial establishments. The record further shows that the 
large commercial customers would effect substantial savings by converting to 
natural gas. 

Fernandina Beach. The engineer who prepared the St. Cloud report also 
prepared the report for Fernandina Beach. He and his staff followed the same 
methods and procedures in their work on the two projects. 

The record discloses that at the rates proposed by Fernandina Beach for 
residential service, natural gas for base load uses (cooking and hot water heat- 
ing) would be the least expensive of all available fuels except fuel oil; and that 
if natural gas were used for space heating in conjunction with base load uses, it 
would be 5 percent cheaper than fuel oil. However, if natural gas were used 
only for space heating it would be approximately 30 percent more expensive 
than fuel oil. 

For small and medium commercial service, natural gas would be cheaper thun 
any other fuel for most of the commercial establishments; in the case of small 
establishments using less than 10 Mcf per month, the price of gas would be 
slightly higher than fuel oil. 

The engineering staff interviewed the nine prospective large commercial, and 
the two prospective industrial, establishments; and thereby obtained informa- 
tion as to the kind and quantity of fuel now used, and the prices paid therefor. 
Most of the large commercial customers, and both industrial concerns, would 
realize a large saving by converting to natural gas; and the other large com- 
mercials would realize some savings. Officials of all nine of the prospective com- 
mercial customers expressed a desire for natural gas. The larger of the two 
industrial concerns has submitted a letter of intent to take natural gas. 

Debdt-Service Coverages. The debt-service coverages shown below are based 
upon either an actual or a pro forma bond amortization schedule of 25 years 
and a third-year levelling of revenues. Mulberry is not included in the munie- 
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ipalities listed for the reason that the coverage pertaining to it has already been 
considered. The coverages result from the engineers’ estimates of construction 
costs, operating expenses, and revenues. In the cases of St. Cloud and Fernandina 
Beach, a small adjustment has been made in the coverages testified to by the 
engineer for these projects. This is for the reason that the coverages as com- 
puted by him erroneously fail to make provision for the costs of extensions and 
additions, which costs must be defrayed from the revenues. The coverages (with 
the adjustments for St. Cloud and Fernandina Beach) are as follows: 


At purchased 
gas expense 


At present sought in 
purchased pending rate 

Municipality gas expense case 
PN ae el rere ade 2. 28 1.73 
a a ee a ee a 2. 03 1.98 
a aa re 1. 705 1.6 
PR cs eal ein Aime blel 1.58 1. 533 
a Na a lg nd ne 1. 95 1. 616 
MO UN NNN cs al Sn, ai clade ireland 1.88 1. 62 
Ne oa a ek cs act eal minnie 1. 54 1.5 
a a a A eR te le 1.51 1. 45 
Saar NUNN an a a ae ee 1. 54 1.48 


The foregoing coverages are adequate to support the feasibility of the projects. 
It will be seen that at the present purchased gas expense of 55 cents per M’Btu, 
the coverages exceed the minimum standard of 1.5 laid down in repeated deci- 
sions of the Commission. The coverage at the existing purchased gas expense is 
a more significant consideration than that under the increased rate of 59 cents 
per M°Btu which Houston Texas is now seeking in another proceeding. Cer- 
tainly, the mere fact that a natural-gas company asks for a rate increase is no 
assurance that it will be granted any increase, let alone the whole of the amount 
sought. But even at the proposed rate increase to 59 cents, it will be seen that 
the debt-service coverage exceeds 1.5 in all cases, save only the St. Cloud and 
Fernandina Beach projects, where the coverages are very nearly 1.5. 

The Staff and intervenors New Smyrna Beach, St. Cloud, Fernandina Beach, 
Brevard District and Crescent City (the projects of the two last mentioned 
intervenors are treated of hereinafter), have no quarrel with the repeated 
holdings of the Commission that the minimum debt-service coverage should be 
1.5. But they take the position that the coverage should be computed on the 
basis of an amortization period of 30 years instead of 25 years. Other parties 
set out in their briefs what the debt-service coverages would be, both under a 
30-year amortization and a 25-year amortization. Manifestly, the debt-service 
coverages are increased by the longer amortization period being employed. 
Since the showing on a 25-year amortization basis is adequate, it is not essential 
at this point in the decision to resolve the question whether the use of a longer 
amortization schedule is proper. But in view of the many participants who 
contend for, or rely upon, a debt-service coverage based upon a 30-year period, 
it seems advisable to do so. 

The Examiner is of the considered opinion that where, as here, the gas supply 
is sufficient to meet the requirements of the resale customers for a period of 
only approximately 14 years (see supra, p. 345), a bond or certificate maturity 
schedule (either actual or pro forma) of 25 years is the very longest that is 
justified. 
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In Michigan Wisconsin Pipe Line Co., 21 FPC 552, 569, the Commission pointed 
out the importance of a 1.5 bond-service coverage, arrived at on the basis of a 
limited maturity schedule. It said that such coverage 

affords protection to the pipeline supplier; to the prospective bondholders ; 
to the other customers of the pipeline supplier; to the potential consumers 
in Bethany who would purchase appliances in expectation of continued gas 
service ; and, lastly, to the credit standing of the city itself. 
The consideration of an adequate bond-service coverage is becoming ever more 
vital with the passage of time. Due to increases in the field prices of natural 
gas, increases in the cost of steel, and other increased costs, natural gas is not 
the bargain fuel that it was only a few short years ago. The competition of 
other fuels has become stronger; and, with the prospect of continued increase 
in field prices, may well be still stronger in the future. Also, the estimated 
reserve life index of proved recoverable natural-gas reserves in the United 
States, based on production in the respective years, has decreased. 

In Panhandle Eastern Pipeline Co., Trunkline Gas Co. et al., Docket No. G— 
1705 et al., where numerous municipalities and a utility district sought natural 
gas for their projects, under Section 7(a), and the gas supply of Trunkline 
was sufficient to meet the requirements of the pipeline for a period of 12 years, 
the Commission held that the maturity schedules of the bond issues should not 
exceed 20 years. See order and decision in said proceedings, 15 FPC 1421, 1428, 
46, 68, 70. Again, in Michigan Wisconsin Pipe Line Co., supra, 21 FPC 552, 568, 
where the gas supply was adequate to meet the requirements for 6 years, the 
Commission held that an amortization schedule of longer than 20 years for the 
bonds of a Section 7(a) applicant was not justified. 

The Bureau of Statistics of the American Gas Association, in a study, “Differ- 


ential Financing Costs and Characteristics between Gas and Electric Compa- 
nies,” dated July 1959, treating of the length of maturities of bonds of gas and 
electric companies, makes the following significant statement : 


In gas companies, the longest maturities (25 years) are given a distri- 
bution company bonds, and bonds of holding companies or integrated com- 
panies. Pipeline bonds are usually sold on a 20-year basis. Many pipeline 
bonds provide for even shorter maturities by requiring increased sinking 
fund payments in the event that an analysis of available gas supply shows 
that exhaustion of supply will occur earlier than previously expected. 


The trend since July 1959 appears to be toward shorter maturities than 25 
years even for gas distribution company bonds. It has been seen that the terms 
of the proposed bond issues of Dade City Natural, Gulfcoast Natural, and St. 
Joe Natural are each 20 years; and that while Miller Gas proposed to have an 
issue of 25-year bonds, the term may have to be shortened to 20 years. 

It is immaterial that the gas revenue bonds or certificates which most of the 
municipalities here propose are for a term of 30 years, provided there is an 
adequate pro forma debt-service coverage showing on a 25-year basis: and pro- 
vided, further, that the bond or certificate issue requires that adequate reserves 
be built up from the surplus revenues. Indeed, the testimony shows that a 
30-year amortization schedule may be preferable to a 25-year amortization sched- 
ule. By stringing out the maturities, the amount of money required to meet 
principal and interest payments is less. Hence, in the event of reduced rev- 
enues in a particular year, more reserves are available for such payments, when 
otherwise the entire security issue might be in jeopardy. The reserves are what 
protect the bondholder, not the period of amortization. Anent the importance 
of building up adequate reserves, it has been held that maturities for a longer 
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period than is otherwise justified by the gas supply are proper where the bond 
ordinances provide for a mandatory call and prepayment of bonds from surplus 
revenues. Examiner’s decision, issued March 6, 1956, in Panhandle Hastern 
Pipe Line Co., Docket No. G-1705, affirmed, so far as material, 15 FPC 1421. 

The financial adviser for Tarpon Springs and New Smyrna Beach testified 
that particular bond or revenue certificate issues are apt to be set up differently ; 
that “each one has to be prepared to fit the situation.” Accordingly to his tes- 
timony, most investors prefer a bond or certificate that has a 10-year noncall 
period, because they desire to invest their money for at least that period of 
time. Hence, a bond issue may require the building up of revenue funds during 
the early years with a proviso that the bonds must be called from surplus reve- 
nues at the end of 10 years. It further appears from the testimony that in 
the past year the trend has been toward term bonds of, say, 10 years for gas 
securities. Under this arrangement, all of the securities became due at the end 
of the term. All reserves up to a certain figure are deposited in a fund and are 
invested in government securities; and at the end of the term, securities in a 
total amount equivalent to such figure are called by lot. 

The financial adviser for Boca Raton, president of a firm of investment bank- 
ers, in response to a question as to whether there would be a provision for 
“escrowing, so to speak,” the revenues from the Boca Raton distribution 
project so that they could not be used for any other purpose than paying off the 
revenue certificates, testified : 

There will be definitely. That is one of the provisions in the authorizing 
proceedings that we insist upon and we will so instruct the approving 
bond attorney who prepares those proceedings to have that set in there 
definitely. 

The fiscal agent for St. Cloud, an investment banker, testified that he would 
strongly advise strong covenants in the ordinance authorizing the bonds or 
revenue certificates. And further: 

I have in mind not only recommending to the city but from my conversa- 
tions with them I believe they are willing to allow all the earnings from the 
system to remain in the system either for extensions which would bring in 
more revenue, or the paying off of the debt. That is what I call a strong 
covenant. 

The financial adviser for Tarpon Springs and New Smyrna Beach testified 
that he would recommend that the surplus funds generated from the operation 
of the Tarpon Springs gas system be used for retirement of the bonds, with the 
qualification that reserves be created for extensions and improvements to the 
system; and that it was “quite possible’ that he would make the same recom- 
mendation in the case of New Smyrna Beach. 

At a later point in the hearing, Vero Beach, Tarpon Springs, Williston, Fort 
Meade, New Smyrna Beach, St. Cloud and Fernandina Beach each filed a resolu- 
tion adopted by the city council or city commission, which recites that the city 

wishes to assure the Federal Power Commission that purchasers of the 
said gas revenue certificates will be adequately protected insofar as the pay- 
ment of the principal amount of said gas revenue certificates, and interest 
thereon, is concerned ; 
and which resolves 
that it is the intent and purpose of the City Council [or the City Commis- 
sion] * * * to make provision in any ordinance which may be passed au- 
thorizing the issuance of said natural-gas revenue certificates for the 
establishment of reserves or the sequestration of surplus revenues to as- 
sure the purchasers of such gas revenue certificates of the payment of the 
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principal amounts thereof within as short a period of time as possible 
consistent with good fiscal practice. 

The Examiner finds and concludes that there has been a satisfactory showing 
of purpose and intent on the part of the foregoing cities which adopted such 
resolution to build up and conserve adequate surplus revenues for the protection 
of the bondholders; also, that there has been a satisfactory showing of such 
purpose and intent on the part of Boca Raton without such a resolution having 
been adopted; and that said cities have established that there is a probability 
of the respective projects being an economic success. However, neither Jay nor 
Mulberry introduced any evidence at all that it would make a pledge or 
sequestration of surplus revenues for the payment of the bonds or revenue certifi- 
cates. In the absence of such commitments, there is not a satisfactory assur- 
ance of the economic success of their projects. If the commitments are fur- 
nished, the evidence concerning the two projects will be sufficient to establish a 
probability of their economic success. The Examiner will grant the requests for 
natural-gas service, conditioned upon the council of each of the two municipalities 
adopting a resolution to the same effect as those above quoted from, and upon 
copies thereof being filed with the Commission. 


Financial Feasibility of Projects 
The evidence establishes that the gas revenue certificates, or gas revenue 


bonds as the case may be, which the foregoing municipalities propose to issue 
can be marketed. 


Gas Districts and Municipalities which Propose to Distribute Portion of, or to 
Pay Percentage of Revenues out of, “Surplus Revenues” in Consideration of 
Grant of Franchises 


There remain for consideration the projects of Brevard County Gas District 
and City of Crescent City, for which Houston Texas seeks authorization to sell 
natural gas; and the projects of City of Maitland and The Lake Apopka Natural 
Gas District, which two intervenors seek to obtain allocations of natural gas. 

These four districts and cities, as do the other municipalities, propose to raise 
the capital requirements for their projects by the issue and sale of gas revenue 
securities. But their projects differ from those above considered under the 
heading “Municipalities (in General)” in that the district or municipality, as 
the case may be, has contracted to pay out a portion of socalled “surplus reve- 
nues” from the operation of the system, either by making distribution thereof 
in consideration of the grant of franchises, or by making franchise payments. 

Brevard District, the governing board of which is the Board of County Com- 
missioners of Brevard County, has been authorized by the laws of Florida to 
construct and operate a gas distribution system in the county. Brevard District 
proposes to install and operate a natural-gas system which will consist of a 
network of transmission lines and laterals throughout most of the county, and 
distribution systems in all of the municipalities and developed communities 
in the county. These communities consist of incorporated areas as follows: 
Titusville, Rockledge, Palnr Bay, Satellite Beach, Whispering Hills, Eau Gallie, 
Melbourne Beach, Cocoa Beach, Cocoa, Melbourne, Indialantic, and Indian 
Harbor Beach; and unincorporated areas as follows: Mims, Cocoa Ocean Beach, 
Merritt Island, Canova Beach, and Indian River City. The estimated population 
of the areas to be served is somewhat in excess of 60,000. The estimated cost 
of construction of the system and miscellaneous costs is $5,850,000. Brevard 
District proposes to obtain capital in such amount by the issue and sale of 
514-percent 30-year gas revenue certificates, 
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Brevard District and the several municipalities have worked out an arrange- 
ment whereby annually the “surplus revenues” from the operation of the gas 
distribution system would be divided into two equal parts. Brevard District 
would retain only one part in the reServe account, and, in consideration of the 
grant of franchises from the municipalities, would pay over the other part to 
them. More particularly, an agreement between Brevard District and each 
municipality provides that the net income from the operation of the distribu- 
tion system shall first be used by Brevard District to pay the principal of and 
interest on the revenue certificates, “to establish appropriate reserves for such 
revenue bonds,” and to establish a fund for replacements and extensions of the 
distribution system. The agreement then proceeds as follows: 

All revenues remaining after making the aforesaid payments shall be 
deemed surplus revenues. Fifty percent of such surplus revenues may be 
used by the District to redeem said revenue bonds prior to maturity * * *. 
The remaining fifty percent shall be apportioned between and paid to the 
Participating Municipalities, each Participating Municipality being entitled 
to such percentage thereof as shall be determined by dividing the gross 
revenues derived from customers within the corporate limits of each Par- 
ticipating Municipality during each year by the gross revenues derived from 
all customers in the District during such year after deducting therefrom 
the gross revenues derived from interruptible gas customers and all other 
customers outside the corporate limits of the Participating Municipalities. 

It appears from the evidence and from averments in the brief of Brevard Dis- 
trict that the above quoted clause about the establishment by Brevard District 
of “appropriate reserves for such revenue bonds” is construed by the parties 
to the agreements to mean only an accumulation in an amount equal to 2-years’ 
principal and interest. 

Crescent City proposes to construct and operate a natural-gas distribution 
system consisting of 19 miles of transmission line extending from a connection 
with Houston Texas’ facilities near East Palatka to and through the communities 
of Crescent City, Lake Como, Pomona Park, Satsuma and San Mateo; 4 miles 
of lateral extending from Pomona Park to Welaka; and distribution systems in 
each of said communities. Crescent City also proposes to render service at 
point along the transmission line between the communities. The estimated 
population of the area to be served is 5100. The estimated cost of construction 
of the system and miscellaneous costs is $630,000. Crescent City proposes to 
finance the project by the issue and sale of 6-percent 30-year gas revenue bonds in 
such amount. 

Lake Como, Pomona Park, Satsuma and San Mateo have granted franchises 
to Crescent City. The franchises call for Crescent City to pay annually to the 
municipalities 9 percent of the gross revenues derived from the sale of gas 
within said respective municipalities, the payments to be made solely from reve- 
nues remaining after operating and maintenance expenses and annual payments 
of principal of and interest on the bonds have been met. 

Maitland proposes to install and operate a natural-gas distribution system to 
serve Maitland and surrounding unincorporated areas, and the adjacent Town 
of Eatonville. The estimated population of the total area to be served is ap- 
proximately 7,000. The estimated cost of construction of the system and mis- 
cellaneous costs is $560,000. Maitland proposes to raise this amount of capital 
by the issue and sale of 514-percent 30-year gas revenue bonds. 

Eatonville has granted a franchise to Maitland which contains similar pro- 
visions for the payment annually to Eatonville of 5 percent of the gross revenues 
from the sale of gas in Eatonville. These payments are to be made solely from 
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revenues remaining after payment of operating and maintenance expenses, pay- 
ments into a reserve for the construction of extensions and improvements, and 
annual payment of principal of and interest on the bonds. 

Apopka District was organized by the three incorporated municipalities of 
Apopka and Winter Garden, in Orange County, and Clermont in Lake County, 
for the purpose of constructing and operating a natural-gas system. Said dis- 
trict was established by an enabling act of the Florida legislature. Apopka Dis- 
trict proposes to install and operate (1) lateral transmission lines to said re- 
spective municipalities, and to the unincorporated municipalities of Windermere, 
Montverde, Minneola, Groveland and Mascotte; and (2) distribution systems 
in all of said municipalities and in unincorporated developed areas in the same 
eounties. The estimated population of the total area to be served is 29,075. The 
capital required for the construction of the system and additional items of cost 
is $2,625,000. Apopka District proposes to raise this amount by the issue and 
sale of 6-percent 30-year gas revenue bonds. 

The foregoing municipalities have granted franchises to Apopka District under 
agreements whereby Apopka District is to pay to each of the cities annually 
6 percent of the gross revenues derived from the sale of gas within the city. The 
payments are to be made only after items have been met as in the case of Eaton- 
ville. Apopka District, moreover, is to maintain reserve accounts equal to two 
years’ debt-service requirements. 


Economic Feasibility of Projects 


The same engineer who prepared the reports relating to the St. Cloud and 
Fernandina Beach projects prepared those relating to the Brevard District, 
Cresent City, Maitland and Apopka District projects. He testified that each of 
the latter four projects is economically feasible. According to his estimates, 
the maximum-day annual requirements in the third year of operation are as 
follows: 


Marimum-day Annual 
District or requirement / requirement/ 
municipality M2? Btu M? Btu 
Brevard District » 11, 252 931, 676 
Crescent City 64, 139 
Maitland 65, 975 
Apopka District 822, 694 


The engineer’s estimates of number of customers, in the third operating year, 
broken down into categories as shown below, are as follows: 


District of Small and Ind. and 
municipality Resl. med. comml. large comml. Total 


Brevard District 2 1, 555 10 14, 863 
Crescent City 7 182 1 1, 059 
Maitland 182 1 1, 382 
Apopka District 569 40 5, 0382 


In preparing the reports for each of these four projects, the engineer followed 
the same procedures as detailed supra, pages 366-367, in treating of the St. Cloud 
project. The procedures included employment of the same residential usage fac- 
tors, derived in the same manner, as he used in the cases of St. Cloud and Fernan- 
dina Beach (see supra, p. 359). The Examiner finds that the use of these factors 
is reasonable. 

Certain particular aspects of the four projects should be briefly adverted to. 

Brevard District. The evidence shows that at the proposed residential rates 
natural gas for base load uses would be 23 percent less than LPG, 39 percent less 
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than electricity, and 1.32 times as expensive as fuel oil; for space heating only, 
natural gas would be 16 percent less than LPG and 1.44 times the cost of fuel oil; 
and for all uses, natural gas would be 21 percent less than the combination of 
LPG for cooking and water heating and fuel oil for space heating ; 34 percent less 
than the combination of electricity for cooking and water heating and fuel oil for 
space heating; and 36 percent less than LPG when used for base load and space 
heating. 

The engineer arrived at the usage of the 10 prospective industrial and large 
commercial customers by taking the existing fuel volumes for each customer, 
derived from interviews with representatives of the potential users, and employ- 
ing equivalent natural-gas requirements. The engineer then estimated the an- 
nual savings which would accrue to each prospective industrial and large commer- 
cial customer. It appears that these savings would be substantial. Letters from 
four of these customers to Brevard District state that such customers are 
interested in using natural gas. 

Applicant Houston Texas and intervenor Brevard District note that Cape 
Canaveral, where a portion of the Air Force Missile Test Center is located, is 
in Brevard County. However, the evidence shows that the Air Force does not 
desire natural-gas service at Cape Canaveral. The circumstance that Cape 
Canavera! is located in the county is material only as a factor in support of the 
claim of said applicant and Brevard District that the population of the county 
will increase at a fast rate. Full use of this growth potential is made in the 
market estimates contained in the engineering report. 

Brevard District is in the course of conducting negotiations with the Air Force 
to the end of effecting a contract for the sale of industrial gas on an interruptible 
basis to the portion of the Missile Test Center at Patrick Air Force Base, which 
is also located in the county. While it appears that the Air Force has found 
that the purchase of natural gas for Patrick Air Force Base would be economically 
feasible and that the Air Force desires such service, Houston Texas and Brevard 
District do not even claim that there is a need in the interest of national defense 
for such sale to be made. 

Crescent City. The record discloses that at the proposed residential rates 
natural gas for base load uses would be 28 percent less than LPG, 36 percent less 
than electricity, and 1.54 times as expensive as fuel oil; for space heating only, 
natural gas would be 35 percent less than LPG and 1.38 times as expensive as 
fuel oil; and for all uses, natural gas would be 21 percent less than a combina- 
tion of fuel oil for space heating and LPG for base load use; 27 percent less than 
a combination of fuel oil for space heating and electricity for base load; and 
43 percent less than LPG when used for space heating and base load. 

A representative of the one prospective industrial customer has stated that 
such prospective customer will convert to natural gas. 

Maitland. The evidence shows that at the rates proposed by Maitland for 
residential service, natural gas for cooking only would be 4 percent cheaper than 
LPG, 37 percent cheaper than electricity, and 1.77 times as expensive as fuel oil; 
for water heating only natural gas would be 18 percent cheaper than LPG, 54 
percent cheaper than electricity, and 1.5 times as expensive as fuel oil; for 
cooking and water heating, natural gas would be 25 percent cheaper than LPG, 
48 percent cheaper than electricity, and 1.4 times as expensive as fuel oil; and 
for all uses including space heating natural gas would be 38 percent cheaper 
than a combination of oil heat and electricity for cooking and water heating, 19 
percent cheaper than oil heat and LPG cooking and water heating, and 35 per- 
cent cheaper than LPG. 
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The engineer studied the fuel use of the one prospective large commercial 
customer. He made a tabulation of the annual quantity of fuel oil which the 
establishment used and its equivalent gas requirements, and estimated that the 
establishment would save a substantial portion of its yearly fuel cost by con- 
verting to natural gas. 

Apopka District. Apopka District proposes to modify its retail rate schedule 
somewhat to reflect increased debt-service coverages, in the amounts hereinafter 
set out. At the proposed residential rates, natural gas, for cooking only, would 
be 5 percent cheaper than LPG, 34 percent cheaper than electricity, and 1.7 times 
as expensive as fuel oil; natural gas, for water heating only, would be 16 percent 
cheaper than LPG, 51 percent cheaper than electricity, and 1.5 times as expen- 
sive as fuel oil; natural gas, for cooking and water heating, would be 24 percent 
cheaper than LPG, 44 percent cheaper than electricity, and 1.4 times as expensive 
as fuel oil; natural gas, for space heating, would be 8 percent cheaper than LPG, 
and 1.5 times as expensive as fuel oil; and natural gas, for all uses, would be 
81 percent cheaper than oil heat and electricity base load, 19 percent cheaper 
than oil heat and LPG base load, and 29 percent cheaper than LPG for all uses. 

The engineer individually studied the 40 industrial and large commercial 
concerns listed as potential customers in his report. In each case he deter- 
mined and tabulated the annual quantity of fuel now being used by the estab- 
lishment, and its equivalent gas requirements; and estimated that there would 
be a saving, and the amount thereof. The record shows that most of the con- 
cerns now use fuel oil. It appears from the evidence that, at the proposed retail 
price of interruptible gas and the present prices of fuel oil in the Lake Apopka 
area, the annual saving to individual prospective customers in the purchase 
cost of fuel would range from $175 to $17,000, depending upon the size of the 
customer. The engineer was of the opinion that at the cost of conversion, a 
change-over to natural gas by all 40 of the prospective customers would be 
warranted; and in some instances, independent evidence tends to support his 
view. A number of the industrial concerns have written letters to the district 
expressing an interest in converting to natural gas. 

Debt-Service Coverages. It has been established that where the capital funds 
for a project are to be raised by the issue of 30-year gas revenue bonds or cer- 
tificates, a sufficient showing of economic feasibility is not made unless (1) there 
is a debt-service coverage of 1.5, on the basis of a third-year levelling of revenues 
and a pro forina 25-year maturity schedule; and (2) the terms of the security 
issue require that adequate reserves be built up from revenue funds (supra, 
pp. 368-371). 

The debt-service coverages for the four projects last considered are computed 
below on the basis of a pro forma bond amortization schedule of 25 years and a 
third-year levelling of revenues. Adjustments have been made in the coverages 
testified to by the engineer because of his failure to make provision for the 
costs of extensions and additions as items to be defrayed from the revenues. 
As thus adjusted, the coverages are as follows: 

At purchased gas 
District or * At present erpense sought in 
municipality purchased gas expense pending rate case 
Brevard District 1.% 1. 48 
Crescent City 1. 49 3. 
Maitland 1. 63 3. 
Apopka District 1. 65 1. 62 
It will be seen that the present purchased gas expense, all of the foregoing debt- 


service coverages are above 1.5, except in the case of Crescent City, where the 
coverage is slightly below 1.5. It will be further seen that at the wholesale 
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price of gas sought by Houston Texas in the pending rate proceeding, the Mait- 
land and Apopka District coverages remain above 1.5, while those of Brevard 
District and Crescent City fall somewhat below 1.5. It has already been ob- 
served that the coverages in the first column, derived at the present purchased 
gas expense, are the more important. The Examiner would be willing to stretch 
a point and authorize the sales of gas to Brevard District and Crescent City, 
except for the considerations to which we shall now turn. 

The foregoing coverages do not present the true picture in that they fail to 
take into account the distribution of “surplus revenues” which Brevard District 
proposes to make in consideration of the grant of franchises; and the franchise 
payments out of “surplus revenues” which Crescent City, Maitland and Apopka 
District propose to make. The Examiner sees no objection either to franchise 
payments directly out of revenues, or to distributions or franchise payments out 
of “surpluses,” if the result is not to jeopardize the economic feasibility of a 
project. Indeed, most of the utilities who propose to operate distribution projects 
will be called upon to pay franchise taxes to the municipalities in which they 
operate.‘ Utilities have a way of picking out the choicer market areas—at 
least the utilities in the instant proceedings did so. Each of the utilities which 
is to pay a franchise tax showed that it could pay the tax and still operate on 
an economically sound basis. 

But the making of franchise payments or distributions, whether directly from 
revenues or out of “surpluses,” can cause a project to be unfeasible economically. 
The fact is that the franchise payments and distributions out of the “surplus 
revenues” constitute deductions from net revenues; and the net revenues, pro 
tanto, are no longer available for debt service. Intervenor Brevard District, as 
has been seen, is not to commence making any distribution of “surpluses” until 
after a 2-year sinking fund has been set aside for the meeting of principal and 
interest payments on the securities. Even so, in the cases of both Brevard 
District and intervenor Crescent City, the evidence shows unmistakably that 
there would be a grave deficiency in the amount of funds which should be main- 
tained in the reserve accounts for servicing the debt. 

Recalculating the debt-service coverages of said intervenors by assuming a 
third-year levelling of revenues, and deducting from the net revenues the dis- 
tribution of “surpluses” or franchise payments which said intervenors would 
make, the debt-service coverages are shown to be as follows: 


At purchased 
gas expense 
At present sought in 


District or purchased pending rate 


municipality 







gas erpense case 
er lame ee eo 1. 33 1. 34 
Ren SO ah cetera 1. 24 1. 22 












These debt-service coverages fall far short of the coverage of 1.5 which the 
Commission has repeatedly laid down as the minimum showing of the economic 
feasibility of a project. It is manifest that if the arrangements for the mak- 
ing of distributions and franchise payments which Brevard District and 
Crescent City have entered into with the municipalities which they propose to 















*Pompano Natural—franchise fee of 6 percent of the gross revenues derived from the 
sale of gas in Pompano Beach; Dade County Natural—franchise tax in an amount equal 
to 3 percent of the sale of gas to noninterruptible customers and 1 percent of the sale 
of gas to interruptible customers; Houston Corp. (Daytona Beach)—franchise tax com- 
puted at 6 percent of residential and commercial revenues; Miller Gas—franchise taxes 
amounting to 5 percent of gross sales in a portion of the area to be served, and to 2 
percent of gross sales in another portion thereof. 
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serve are permitted to stand, simply because the distributions and payments are 
to be made out of “surpluses,” the whole object and purpose of the Commission’s 
debt-service coverage requirement would be undermined. 

The viciousness of the proposal of Brevard District is pointed up by the 
following illustrations: 

If the net revenues from the Brevard District distribution system enterprise 
for, say, the next 15 years, should measure up in toto to the estimates, there 
would during that period of time have been paid out to the municipalities the 
large total sum of $2,642,537. Under the 30-year amortization schedule which 
the district proposes to follow, there would remain $6,068,750 of principal and 
interest payments on the bonds yet to be made. Instead of being available as a 
safeguard against the contingency that the distribution system would operate at 
a loss during a large portion of the remaining 15 years, and particularly against 
the danger of exhaustion of gas supply before the bonds would be paid out, the 
$2,642,537 of “surplus” would have been dissipated. If the net revenues received 
during the first 15-year period should not come up to the estimates, with the 
result that the amount which would have been received by the municipalities 
would be substantially less than $2,642,537, the situation would be even worse. 
Such sums as would have been siphoned off by the municipalities during particu- 
lar years of the first 15-year period would stand to be needed to meet principal 
and interest payments during subsequent years of such period, as well as to meet 
the adverse contingencies during the second 15-year period adverted to above. 
In the latter connection, it should be noted that the unpaid principal of the bonds 
remaining at the commencement of the second 15-year period might be larger 
than if the actual revenues during the first 15-year period had eaualed the 
estimated revenues. 

The contention is made that the siphoning off by the cities of “surplus rev- 
enues is a local matter, and not the concern of this Commission. Such posi- 
tion is untenable. The operations of Houston Texas, a pipeline company, are 
interstate. The following language at page 91 of the Examiner’s decision in 
Panhandle Eastern Pipe Line Co., Docket No. G—1705, issued March 6, 1956, 
affirmed so far as material 15 F.P.C. 1421, is applicable: 

Commitment of pipeline transmission capacity for a prolonged period of 
time should not be made except upon a reasonable showing that a project 
will be an economic success. If a distribution system goes defunct, hard- 
ship will be worked upon the pipeline supplier. Also, it is in the public in- 
terest that capacity not be reserved for a doubtful project which could be 
more certainly and beneficially employed in meeting the increased demands 
of the pipeline’s other customers. 
Under its proposals, Houston Texas would not only be committing main-line 
capacity to the Brevard District and Crescent City projects, but six miles of 
service lateral to Brevard District and one mile of service lateral to Crescent 
City. Furthermore, the financial success of the pipeline company, and the 
avoidance of losses to it, are essentially the concern of the Commission to the 
end of insuring continued rendition of service in interstate commerce to the 
pipeline company’s other customers, and at the lowest reasonable rates. 

Brevard District notes that the district proposes to maintain the sinking fund, 
adverted to above, equal to 2 years’ principal and interest payments. But 
these crumbs are insufficient to afford adequate security for payment of the 
remainder of the debt. 

Brevard District and Crescent City each passed a resolution, identical with 
those above mentioned at page 370. But the resolutions of Brevard District 
and Crescent City are not meaningful. For the district’s proposal to share the 
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“surpluses” with the municipalities, and Crescent City’s proposal to make the 
franchise payments out of “surplus,” put beyond the power of said intervenors 
the ability to redeem the certificates “within as short a period of time as possible 
consistent with good fiscal practice. 

Other considerations make even more apparent the necessity in the public 
interest for Brevard District to maintain adequate reserves with which to meet 
principal and interest payments on the securities. The evidence shows that 
approximately 20 percent of the annual volume of sales of gas in the third year 
which the district proposes to make would be to interruptible industrial cus- 
tomers. In view of the factors that the trend of field prices of natural gas has 
been upward, and that the price of oil is not static, the contingency is to be 
reckoned with that at some date in the future industrial gas may be priced 
out of the market. 

Upon the basis of the present showing respecting Brevard District and 
Crescent City, the Examiner would be constrained to deny the requests of 
Houston Texas for authorization to furnish natural-gas service to these two 
intervenors. However, if the municipalities which the two intervenors propose 
to supply are agreeable to withdrawing their demands upon said intervenors 
for a distribution of revenue “surpluses,” or for franchise payments, an ade- 
quate presentation of financial feasibility will have been made. Rather than 
deny the requests for authorization to sell gas to Brevard District and Crescent 
City, the Examiner will grant the requests, upon condition that said intervenors 
make arrangements with the municipalities in which they propose to operate 
whereby they will not be called upon to make any distribution of “surplus 
revenues,” or to make any franchise payments, to the municipalities. 

In the cases of intervenor Maitland and intervenor Apopka District, the situ- 
ation is different. A recalculation of the debt-service coverages in like man- 
ner to that employed for Brevard District and Crescent City (by assuming a 
third-year levelling of revenues and deducting franchise payments from net 
revenues) résults in the following coverages: 
At purchased 


gas expense 
At present sought in 


District or purchased pending rate 
municipality gas erpense case 
UN se see atelectasis la 1. 62 1. 56 
SUNN URN ick ea cn signe cc acca inane 1.51 1. 48 


These coverages are adequate. Maitland and Apopka District have each 
filed a resolution like that referred to at page 370. The Examiner finds and 
concludes that there is a reasonable probability that the projects of said two 
intervenors will be successes financially despite the fact that the franchise 
payments are to be made, and that allocations of gas to said intervenors are 
justified. 

Financial Feasibility of Projects 


Testimony by investment bankers was adduced at the hearing to the effect 
that the revenue certificates and revenue bonds of the two districts and two 
municipalities last above considered, bearing substantially the rates of interest 
hereinbefore mentioned, could be marketed. If Brevard District and Crescent 
City continue to propose the distribution of “surplus revenues” and the making 
of franchise payments out of “surpluses,” the salability of the securities to be 
issued by said intervenors may be affected by the foregoing findings. If such pro- 
posals are withdrawn, it is clear from the evidence that the projects of said 
two intervenors, as well as the projects of Maitland and Apopka District, are 
financially feasible. 
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MARKET FOR DIRECT SALES SERVICE 


Houston Texas has entered into sales contracts with all 11 of the proposed 
direct sale customers, except General Portland Cement; and with a present 
customer, City of Orlando, for the direct sale of gas at a new location. General 
Portland Cement has furnished a letter of intent. All of the contracts provide 
for the sale and purchase of quantities of preferred interruptible gas in the 
third year, and the letter of intent for the purchase of a quantity of such gas 
in the third year, as follows: 

Third year 
Customer annual quantities/M? Btu. 
City of Homestead 319, 375 
City of Kissimmee 186, 150 
Michigan Chemical Corp 766, 500 
Tennessee Corp 710, 250 
Air Products, Inc 825, 000 
Armour Fertilizer Co 963, 600 
Cummer Lime & Mfg. Corp 52, 242 
General Portland Cement 2, 737, 500 
United Clay Mines Corp 56, 000 
City of Vero Beach 410, 625 
FeO Ter I isis esscsetisis cciinctacetlaiinisiccichiislaicaieaabaagaaa 7, 410, 595 
City or Orlando 7, 300, 000 


ECD CRE cai icitc created tkaeeenece aes 24, 374, 562 


The gas which the four cities, Homestead, Kissimmee, Orlando and Vero Beach, 
propose to purchase would be burned in municipal power plants for electric gen- 
eration. The record discloses that the gas to be bought by Homestead and Kis- 
simmee would supplant diesel oil, and that the purchases would enable the two 
cities to effect substantial savings. 

The fuel oil interests point out that the contemplated sales to the four munici- 
palities are for an inferior end use, and that the total quantity to be sold to them, 
8,216,150 M’ Btu, is more than 35 percent of the additional purchases of 23,433,000 
M’ Btu which Houston Texas plans to make for serving the incremental require- 
ments. In response, Houston Texas correctly notes that under the proposed ex- 
pansion operations there would nevertheless be an “upgrading” of gas now being 
sold as primary interruptible gas for use in power plants. It has been seen that 
the grand total of the estimated sales in the third year of the expanded opera- 
tions is 32,466,694 M* Btu (supra, p. 342). The difference between this quantity 
and the 23,433,000 M? Btu, or 9,033,694 M* Btu, would consist of gas which 
Houston Texas now sells as primary interruptible gas. 

Six of the eight companies above listed would make use of the natural gas 
which they propose to purchase as follows: Michigan Chemical—in manufactur- 
ing magnesium oxide; Tennessee Corp.—a portion in converting phosphate rock 
into soluble concentrated phosphates, a portion as a feed stock in the production 
of anhydrous ammonia, and the remainder as a fuel for one of its two plants; 
Air Products, Inc.—as a feed stock in producing liquid hydrogen for the Air 
Force; Cummer Lime & Mfg. Co.—in the process of producing lime; and General 
Portland Cement— in the process of producing cement. 

One of the purchaser companies, Florida Hydrocarbons, is a wholly owned 
subsidiary of Houston Corp. It proposes to build a liquid hydrocarbons extrac- 
tion plant near Brooker, Florida. The contract between Houston Texas and 
Florida Hydrocarbons provides for the purchase of natural gas at a base price of 
34.5 cents per M’? Btu. By the contract, this price is to be adjusted, in accord- 








380 FEDERAL POWER COMMISSION 





ance with variations in the posted price of LPG and natural gasoline, to a price 
of between 34.5 cents and 40.5 cents. As hereinafter found, a price within this 
range is more than enough to recover the cost of service of the preferred inter- 
ruptible sale. Deliveries to the plant would be subject to interruption on the 
same basis as the other preferred interruptible contracts of Houston Texas. 
There is substantial evidence that there would be a market for the LPG, pro- 
pane, butane and natural gasoline which Florida Hydrocarbons would sell. 
The total cost of the plant, including working capital, would be approximately 
$7,350,000. It appears from the evidence that the project could be financed upon 
reasonable terms. 

Florida Hydrocarbons estimates that it would extract 20,303 M’® Btu per day 
from the Houston Texas gas stream. Thereby, the Btu content of the gas would 
be reduced from an average of 1,074.86 Btu per cubic foot to 1,030 Btu per cubic 
foot. Florida Hydrocarbons has agreed not to reduce the Btu content below 
1,010 Btu per cubic foot. The fuel oil interests note that Coastal’s gas purchase 
contracts contain provisions which permit the extraction of hydrocarbons by 
the gas producer down to a level of 1,000 Btu per cubic foot. They contend that 
if all, or a substantial portion, of the producers should exercise these rights, 
“the economic feasibility of Florida Hydrocarbons would be jeopardized.” The 
record, however, discloses that it is not feasible in the vast majority of the 
fields for the producer to install a liquid extraction plant; and that Florida 
Hydrocarbons has reached a determination that the proposed plant is eco- 
nomically feasible based on a composite gas analysis which was modified to take 
into consideration all present extraction operations, and all possible extraction 
operations which appeared to be economically feasible. 

The Examiner finds that the Florida Hydrocarbons project is economically 
and financially feasible. 

The fuel oil interests point to the fact that Houston Texas is now selling 
preferred interruptible gas to direct sales customers at 33 cents; and that it 
proposes to sell preferred interruptible gas to some of the new direct sales 
customers at 34.5 cents and to others, at 38 cents. They claim that the cost 
of the gas is more than 38 cents. They contend that the Commission should 
not authorize the construction of the facilities to transport and deliver the gas 
to the proposed preferred interruptible direct sale customers because (1) the 
sales do not bear their full share of the cost of service; and (2) they are unduly 
preferential and discriminatory. More particularly as to the second point, the 
fuel oil interests say that the sales at different prices grant an undue preference 
to the customers purchasing at the lesser prices, and subject the other customers 
to an undue prejudice; also that the proposed sales result in an undue pref- 
erence to users of industrial gas buying from distributors at 33 cents; and also 
that the sales are unduly preferential or discriminatory, as the case may be, 
as to the various localities involved. The fuel oil interests contend that for 
these reasons the proposed sales are in violation of Section 4(b) of the Natural 
Gas Act. They further contend that, for the foregoing reasons and for the 
further claimed reason that the sales give Houston Texas an improper competi- 
tive advantage over dealers in fuel oil, the proposed sales are in violation of 
the unfair trade practices and antitrust laws. 

We shall consider, first, the claim that the direct industrial sales do not bear 
their cost of service. According to the undisputed evidence, the lowest of the 
foregoing prices is more than sufficient to recover the cost of service. This 
result appears from exhibits sponsored by accountants who classified the cost 
of service to the demand and commodity components in accordance with the 
Atlantic Seaboard formula. For years, this formula has been the usual and 
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accepted one employed by the Commission in allocating cost of service; and 
there is no expert testimony in the case, or any study demonstrating, that any 
other method would be proper here. Upon the basis of the record, the Exami- 
ner finds and concludes that all of the proposed preferred direct interruptible 
sales bear their full share of the cost of service. 

As to the second point which the fuel oil interests raise, the Commission does 
not have jurisdiction over the sales in question, since they are not sales for 
resale. Natural Gas Act, Section 1(c). Congress deliberately left with the 
states the authority to regulate sales of natural gas by an interstate pipeline 
company direct to industrial customers. Panhandle Eastern Pipe Line Co. v. 
Pub. Serv. Com. of Indiana, 332 U.S. 507. Consequently, the sales, even if un- 
duly preferential or prejudicial, are not in violation of Section 4(b) of the Act. 
Furthermore, since the sales are not within the Commission’s jurisdiction, the 
Commission does not possess the power or authority to forbid them as being in 
violation of the unfair trade practices and anti-trust laws. Cf. Florida Eco- 
nomic Advisory Council v. Federal Power Commission, 251 F. 2d 643, 647. 

The Examiner concludes that Houston Texas should be authorized to con- 
struct the facilities necessary for it to transport and deliver the gas which it 
has contracted to sell to the proposed direct sale customers. 


FACILITIES 


The record shows that Coastal now has the capacity to deliver to Houston 
Texas on a continuous basis 273,000 Mcf daily, or an annual volume of 99,645,- 
000 Mcf; and that on its highest day, Coastal was able to deliver 279,779 Mcef. 
The record also shows that Houston Texas has the capacity to deliver to its 
customers the foregoing daily and annual volumes; and, for a limited period, 
by withdrawing from its line pack, can deliver 300,000 Mcf per day. Of course, 
except by withdrawal from line pack, Houston Texas cannot deliver a daily 
quantity in excess of that with which Coastal supplies it, which is the maxi- 
mum of 279,779 Mcf. 

The fuel oil interests claim that the present facilities of Coastal and Houston 
Texas are such that Houston Texas, in its third year of operation could meet 
all of its peak-day and annual responsibilities to its present customers and 
have remaining an additional peak-day capacity of 45,065 M? Btu; and annually 
eould deliver 26,000,000 M* Btu more than its present customers would take; 
hence the main-line facilities which said applicants seek authorization to con- 
struct are not needed. This claim is bottomed upon the contention that Hous- 
ton Texas’ estimates of its sales to its existing resale customers are grossly 
overstated. 

It is true, as the fuel oil interests aver, that the actual sales of Houston 
Texas in its first year of operation fell far short of the estimates of sales 
made in the original certificate proceeding for the first year. Some of the 
distribution projects did not materialize. Also, the president of Houston Texas 
said that “the initial start-up was slower than we anticipated. Some of the 
resale customers didn’t have their systems completed in time. Some of the 
conversions were over a longer period of time than we anticipated.” With the 
fact as a starting point that the actual sales fell below the estimates in the 
first year of operation, the fuel oil interests proceed to reduce the original third- 
year estimates by the same percentages by which the actual takes in the first 
year were below the original first-year estimates, and thereby arrive at the 
claimed excesses in present capacity above adverted to. 

This showing does not meet the case which Houston Texas presents. In 
estimating the requirements of its present customers, Houston Texas does not 
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use the estimates in the original proceeding. Its estimates of its peak-day 
and annual sales to its existing customers are the volumes specified in exe- 
cuted contracts with such customers, commencing with the calendar year 1960. 
The peak-day volumes which it uses for all resale firm customers are actual 
contract demands. The total of the individual resale firm peak-day volumes 
is modified to reflect coincidence of demand. The reasonableness of using 
the volumes specified in the contracts, in turn, is based upon studies which 
experienced personnel of Houston Texas made of actual deliveries during De- 
cember 1959, and other studies, which led to the conclusion that by the end 
of 1960 and thereafter, the total resale firm sales would equal or exceed the 
totals specified in the contracts. 

The Examiner finds and concludes that Houston Texas’ estimates of sales 
to its present customers are reasonable. 

For 1963 (the third year of operation of the expanded facilities, as assumed 
at the time said applicant’s exhibits were prepared) the estimated firm peak- 
day requirements of existing and proposed customers (including the intervenors 
who seek allotments of natural gas) come to 345,287 Mcf. Since Houston Texas 
can deliver 300,000 Mcf in a 24-hour period only by the withdrawal of line pack, 
obviously the transportation of the 345,287 Mcf on the 1962-63 peak day would 
be impossible with Houston Texas’ existing facilities. Furthermore according 
to the estimates of Houston Texas, the estimates of the engineers sponsoring the 
various additional distribution projects, and the evidence as to the quantities to 
be taken by the proposed industrial customers, the annual volume which would 
go into Houston Texas’ line in the third year of operation of the expanded 
facilities (after the adjustment made in the New Smyrna Beach market esti- 
mate) would be 123,933,686 Mcf. This volume is more than the annual deliveries 
which the present Houston Texas system is capable of making. 

At first blush, it would seem that if the facilities are expanded to the extent 
of the authorization sought by Coastal and Houston Texas, a large excess in 
capacity would result. For Coastal’s maximum-day capacity would be increased 
by 97,494 Mef, and Houston’s, by 93,000 Mcf; whereas the maximum-day require- 
ments of the new distributors in the third year of the expanded operations would 
be only 55,479 M* Btu; and on the basis of a diversified peak day, would be only 
50,399 M? Btu. However, nearly all of the difference between the increase in 
Houston’s maximum-day capacity and the maximum-day requirements of the 
new distributors is needed in order to enable Houston Texas to deliver the maxi- 
mum daily quantity which it is contractually obligated to deliver to the two 
power companies. That quantity is 165,000 M’? Btu. In the original certificate 
proceeding, the firm peak-day quantity which the Commission authorized Hous- 
ton Texas to deliver to the two power companies was only 107,393 M* Btu. 16 
F.P.C. at page 146. 

In summary, it appears that the facilities, as expanded in accordance 
with the authorizations requested, would be adequate to meet the peak-day 
requirements of Houston Texas in the third year of the enlarged operations, 
but that the expansion would result in only a small excess capacity. 

The undisputed evidence shows that the facilities which Coastal and Houston 
Texas propose to construct have been designed in accordance with sound en- 
gineering practice and are adequate to render the service proposed; that the 
costs of installation, as estimated by the chief engineers for the respective 
companies, are $7,275,000 for the Coastal facilities and $16,126,000 for the 


Houston Texas facilities; and that such estimates of cost are reasonable and 
adequate. 
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ECONOMIC FEASIBILITY 


The record shows that the proposed customers of Houston Texas, and its exist- 
ing customer which proposes to purchase gas at a new location, are willing to 
purchase gas from it at the rates which Houston Texas would charge upon com- 
pletion of the facilities. 

When the expected revenues of Coastal and Houston Texas on a combined 
company basis (at their present rates) are applied to their rate bases (at the 
estimated cost of construction of the proposed facilities) after deducting reason- 
able operating expenses, the rates of return attributable to the proposed facilities 
and the proposed sales for the first three years are in excess of 6, 7, and 8S per- 
cent, respectively. 


The Examiner concludes that the proposals of applicants Coastal and Houston 
Texas are economically feasible. 


FINANCIBILITY OF PROPOSED EXPANSION 


The funds which Coastal and Houston Texas must raise in order to consum- 
mate the proposed expansion are in the total amount of $23,495,000. Said 
applicants’ plans for obtaining these funds are only tentative. 
proposals are for the issuance of securities as follows: 


The tentative 


Coastal Houston, Texas 
Bank loans and/or funded debt at 544% $4, 729,000 $10, 634, 000 


tac 


Interim subordinated notes at 544% 1, 455, 000 3, 153, 000 


Oo, 


Common stock 1, 091, 000 2, 433, 000 


Total 7,275,000 16,220, 000 

It will be seen that, for the expansion of both systems, the bank loans and/or 
funded debt total $15,363,000; and the interim subordinated notes and common 
stock, $8,132,000. 

The pipeline applicants propose to obtain the $15,363,000 initially as loans 
from commercial banks, and later to repay the loans with the proceeds of an 
issue of first mortgage bonds. They at first anticipated that no repayments on 
the bank loans would be required during the first three years of operation of the 
proposed facilities, but it now appears that the loans will have to be refunded at 
an earlier date. Also, as a condition precedent to obtaining the loans, said appli- 
ecants must receive commitments from lending institutions to purchase first 
mortgage bonds in the required amount. It will probably be necessary to incur 
bond commitment fees, but no item therefor is included in the estimated costs 
incident to the expansion. A witness for said applicants who testified in support 
of the feasibility of the financing plans gave as his opinion that the “outside 


cost” of a commitment fee would be 1 percent per annum for a period of six 
months 


As to the $8,132,000 of interim subordinated notes and common stock, said 
applicants’ proposal is that these securities will be issued to their parent, 
Houston Corp. However, the parent does not have funds in this amount avail- 
able for investment in the two subsidiaries, and “does not have a definitive and 
finalized plan of financing to raise these funds.” The witness on financing 
testified that they could be obtained by the sale either of straight debt securities, 
or of debt securities convertible at the option of the holder into equity securi- 
ties, or of common stock. 

The Staff bring out that Houston Corp. has been charging its subsidiaries 
directly for unamortized debt discount and expense on funds which the parent 
borrowed and provided to the subsidiaries in August 1958; and justifiably ob- 
serve that the corporations may contemplate that additional debt discount and 
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expense incurred by the parent as part of the further financing be charged to 
the subsidiaries in the same manner. The Staff, upon the basis of expert testi- 
mony which they adduced at the hearing, urge that it is improper and in viola- 
tion of the Commission’s Uniform System of Accounts for Natural Gas 
Companies (Uniform System of Accounts Prescribed for Natural Gas Com- 
panies by Federal Power Commission Order No. 69, adopted November 3, 1939, 
Balance Sheet Accounts Instruction 1; Uniform System of Accounts Prescribed 
for Natural Gas Companies, Effective January 1, 1961, Balance Sheet Account 
181(B)) for a parent company to pass down debt discount and expense to a 
subsidiary company when the debt securities to which the discount and expense 
relate are not liabilities of the subsidiary. The Staff contend that, instead, the 
parent’s costs for money provided by it to the subsidiaries are an item to be 
allowed in fixing the proper rate of return which the subsidiaries shall be per- 
mitted toearn. We agree. 

Next, the Staff question the claimed cost of the money which Houston Corp. 
invested in outstanding interim subordinated notes of the two subsidiaries. The 
pipeline applicants say that the cost (debt discount and expense plus an interest 
rate of 5.5 percent on the interim notes which were issued to the parent) is 
9.53 percent. This would seem to be an inordinate, and is certainly an un- 
precedented, cost of money for debenture securities of a natural-gas company. 
The evidence, however, is insufficient to make a determination of the precise cost 
of the money. 

The Staff next point out that the equity portion of the capitalization of Hous- 
ton Texas, as now maintained by it, is so small as to be in violation of the 
Commission’s original certificate authorization; and as proposed will continue 
to be too small a percentage of the capitalization. The opinion and order in 
the original proceedings, 16 F.P.C. at pages 140-41 and 145, require that the 
capitalization of each of the two pipeline companies should consist of at least 
15 percent common equity. The record shows that the common stock of Coastal 
is 15 percent of its total capitalization, but that the common stock of Houston 
Texas is only 13.9 percent of its total capitalization; further, that the proposed 
capitalization of Coastal will initially continue to be 15 percent common equity, 
but that the proposed capitalization of Houston Texas will initially be only 14 
percent. The record also shows that under the financing plans of the two com- 
panies, the equity portion of Coastal’s capitalization will continue to be satis- 
factory in the first two years of the expanded operations, but that that of Houston 
Texas will be even more deficient. In the third year of the expanded operations, 
the equity portions of the capitalization of both companies, as planned, will be 
satisfactory. Specifically, for Coastal, the ratio of common equity to total cap- 
italization, as planned, will be 15.25 percent in the first year of expanded opera- 
tions, 16.08 percent in the second year of such operations, and 37.82 percent 
in the third year of such operations. For Houston Texas, the ratio of common 
equity, as planned, for the same respective periods will be 12.90 percent, 13.98 
percent, and 35.77 percent. 

The foregoing state of affairs relative to the financing of the pipeline appli- 
eants’ present systems and their proposed expansion necessitates the imposition 
of certain conditions attendant upon the granting of certificates to them. The 
certificates issued to Coastal and Houston Texas will be so conditioned as to 
require that the debt discount and expense heretofore incurred by Houston Corp. 
be removed from the books of account of Coastal and Houston Texas. Such 
certificates, further, will be so conditioned as to require that Coastal and Houston 
Texas, before undertaking the construction of their proposed facilities herein- 
after authorized, submit a plan for financing the same satisfactory to the Com- 
mission; and that the plan of financing contain detailed information relating 
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to the estimated cost and manner of financing, including the duration of the 
proposed bank loans, the amount of any payments which said applicants pro- 
pose to make to lending institutions as commitment fees, and the actual and 
entire interest rate which they are to pay to their parent, Houston Corp. The 
certificate issued to Houston Texas will be conditioned upon the submission of 
an appropriate financing plan wherein said applicant’s equity ratio shall be 
maintained at at least 15 percent. The pipeline applicants have no objection 
to conditions of this nature. 

The fuel oil interests assert that the evidence is insufficient to establish that 
Coastal and Houston Texas have the ability to finance the construction of the 
proposed facilities; and, on the contrary, indicates that said applicants do not 
possess such ability. They note that the 1959 annual report of Houston Corp. 
to its stockholders showed a deficit at the end of that year of $4,258,267; and 
that the record discloses that since January 1960 the two subsidiaries have 
suffered substantial net losses. On the other hand, applicants’ witness on fi- 
nancing, an officer of Blythe & Co., gave as his opinion that the financing 
could be accomplished. He pointed out that Coastal and Houston Texas 
are “going gas pipeline enterprises which have accomplished the construction 
of the major part of their enterprise, the initial stage”; and that the “amount 
of bond financing that is contemplated by this expansion is modest in relation 
to the amount of bond financing that was accomplished in the initial construc- 
tion.” The Examiner finds and concludes that the proposed expansion is finan- 
cially feasible. 

FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced and the briefs of counsel, it is 
further found and concluded that: 

(1) Coastal, a Delaware corporation having its principal place of business at 
Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission (Houston Texas Gas & Oil Corp., 
supra, 16 F.P.C. 118). 

(2) Houston Texas, a Delaware corporation having its principal place of 
business at St. Petersburg, Florida, is a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission (Houston 
Texas Gas & Oil Corp., supra). 

(3) The facilities involved in Docket No. G—18338, which Coastal proposes to 
construct and operate, as described in its application, as amended, and the 
facilities involved in Docket No. G—18615, which Houston Texas proposes to 
construct and operate, as described in its application, as amended, are to be 
used in the transportation and sale of natural gas in interstate commerce for 
resale, subject to the jurisdiction of the Commission, as integral parts of Coastal’s 
and Houston Texas’ authorized pipeline systems, and the construction and op- 
eration of such facilities are subject to the requirements of subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(4) Shell Oil Co., a Delaware corporation having its principal office at New 
York, New York, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in Docket No. G—4671. 

(5) Sparta Oil Co., a Texas corporation having its principal office at Hous- 
ton, Texas, is a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in Docket No. G—19964. 

(6) Southern Natural Gas Co., a Delaware corporation having its principal 
place of business at Birmingham, Alabama, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
(Southern Natural Gas Co., 11 FPC 1262, 1265). 

(7) The facilities involved in Docket No. CP60-92 which Southern proposes 
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to construct and operate, as described in its application, are to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the construction and operation of such 
facilities are subject to the requirements of subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(8) The facilities referred to in findings and conclusions (3) and (7) are 
adequate to render the services which Coastal, Houston, Texas, and Southern 
propose, and which said applicants are hereinafter authorized to provide. 

(9) Coastal is able and willing properly to do the acts, to make the sales and 
to perform the service, proposed by it in Docket No. G—18338; and to conform 
to the provisions of the Natural Gas Act, and the requirements, rules and regu- 
lations of the Commission thereunder. 

(10) Houston Texas is able and willing properly to do the acts, to make the 
sales and to perform the service, proposed by it in Docket No. G-18615; and to 
conform to the provisions of the Natural Gas Act, and the requirements, rules 
and regulations of the Commission thereunder. 

(11) Shell is able and willing properly to do the acts, to make the sale and 
to perform the service, proposed by it in Docket No. G-18805; and to conform 
to the provisions of the Natural Gas Act, and the requirements, rules and 
regulations of the Commission thereunder. 

(12) Sparta is able and willing properly to do the acts, to make the sale and 
to perform the service, proposed by it in Docket No. G—19964; and to conform 
to the provisions of the Natural Gas Act, and the requirements, rules and 
regulations of the Commission thereunder. 

(18) Southern is able and willing properly to do the acts, to make the sale 
and to perform the service, proposed by it in Docket No. CP60-92; and to con- 
form to the provisions of the Natural Gas Act, and the requirements, rules and 
regulations of the Commission thereunder. 

(14) The construction and operation of the facilities as proposed by Coastal 
and the sale of gas as proposed by Coastal in its application, as amended, are 
required by the public convenience and necessity; and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(15) The construction and operation of the facilities as proposed by Hous- 
ton Texas and the sales of natural gas by Houston Texas which, as proposed 
and modified, are set forth in Appendix B hereof, are required by the public 
convenience and necessity; and a certificate therefor should be issued as here- 
inafter ordered and conditioned. All sales for resale shall be subject to the 
terms and conditions of Houston Texas’ effective F.P.C. Natural Gas Tariff 
Original Volume No. 1 and to the appropriate rate schedule and form of service 
agreement contained therein. 

(16) The sale of natural gas as proposed by Shell in its application is re- 
quired by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered. 

(17) The sale of natural gas as proposed by Sparta in its application is re- 
quired by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered. 

(18) The construction and operation of the facilities and the sale of natural 
gas as proposed by Southern in its application are required by the public con- 
venience and necessity, and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(19) Public convenience and necessity require that the certificates of Coastal 
and Houston Texas and the grant and exercise of the rights thereunder be con- 
ditioned (1) upon the entering by Brevard County Gas District and the munici- 
palities which it proposes to serve into modified agreements, and the entering 
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by Civscent City and the municipalities which it proposes to serve into modified 
agreements, whereby no portion of the revenues from the operation of the respec- 
tive distribution systems is to be apportioned among or paid to the municipalities 
to be served by the respective systems in consideration of the grant of franchises 
or as franchise payments; and upon copies of the modified agreements being filed 
with the Commission; and (2) upon the town council of Jay adopting a resolution 
to the same effect as described at page 370, supra, and as more particularly exem- 
plified by Hearing Exhibit No. 184, and upon copies of the same being filed with 
the Commission; and (3) upon Houston Texas establishing physical connection 
of its facilities with those of the intervenor distributors set out in Appendix C 
hereof; and (4) upon Houston Texas selling and delivering natural gas to said 
intervenor distributors not to exceed the quantities set out opposite their respec- 
tive names in Appendix C, subject to the terms and conditions of Houston Texas’ 
FPC Natural Gas Tariff Original Volume No. 1 and the appropriate rate schedule 
and form of service agreement contained therein; provided, however, that each 
of the intervenor distributors shall first execute with Houston Texas a service 
agreement specifying the quantities set forth in Appendix C hereof as the third- 
year quantities and specifying quantities for the first and second years, not to 
exceed the aforementioned maximum quantity, as the intervenor distributor shall 
reasonably request; and provided, further, that prior to the establishment of the 
physical connection with the facilities of the City of New Smyrna Beach and the 
City of Mulberry, each of these cities make a contribution in aid of construction 
of the service lateral to its system in an amount to be determined by the formula 
set out in Hearing Exhibit No. 112; and provided, further, that prior to the 
establishment of the physical connection with the facilities of the City of Mul- 
berry, the city council of Mulberry adopt a resolution to the same effect as 
described at page 370, supra, and as more particularly exemplified by Hearing 
Exhibit No. 184, and that copies of such resolution be filed with the Commission. 

(20) The recording by Coastal and Houston Texas of the debt discount and 
expense incurred in the name of The Houston Corp. as a direct charge upon their 
books of account is not in the public interest, and such charges should be re- 
moved from the said books of each, Coastal and Houston Texas; and, further, 
each, Coastal and Houston Texas, should not in the future carry such debt dis- 
count and expense charges in their said books. 

(21) Public convenience and necessity require that each, Coastal and Houston 
Texas, before undertaking the construction of their proposed facilities hereby 
authorized, submit a plan for financing the same satisfactory to the Commission ; 
and that the plan for financing contain detailed information relating to the esti- 
mated cost and manner of financing, including the duration of the proposed 
bank loans, the amount of any payments which said applicants propose to make 
to lending institutions as commitment fees, and the actual and entire interest 
rate which they are to pay to their parent, The Houston Corp.; and that imme- 
diately upon the execution of the plans each, Coastal and Houston Texas, shall 
inform the Commission of the actual costs of financing. 

(22) Public convenience and necessity require that Houston Texas shall re 
store and maintain, as part of its total capitalization, common equity of at least 
15 percent of such capitalization ; and that Coastal shall maintain common equity 
of at least such percentage of its total capitalization. 

(23) Public convenience and necessity require that the certificate of Southern 
and the grant and exercise of the rights thereunder be subject to the condition 
that the charges provided in Southern’s Rate Schedule CDL-1 shall continue to 
be the same as those provided in Southern’s Rate Schedule CD-1, as the latter 
charges may be changed by further orders of the Commission in Docket Nos. 
G-2059 and RP60-15. 
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ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of Practice 
and Procedure, that: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued in Docket No. G-18338 authorizing Coastal Transmission Corp. 
to construct and operate the facilities involved in said proceeding, hereinbefore 
described and more particularly described in its application, as amended, and 
to make the transportation and sale of natural gas as therein set forth, upon the 
terms and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued in Docket No. G-18615 authorizing Houston Texas Gas and Oil 
Corp. to construct and operate the facilities involved in said proceeding, here- 
inbefore described and more particularly described in its application, as 
amended, and to make the transportation and sale of natural gas as therein set 
forth and as modified and set forth in Appendix B hereof, upon the terms and 
conditions of this order. All sales for resale shall be subject to the terms and 
conditions of Houston Texas’ effective FPC Natural Gas Tariff Original Volume 
No. 1 and the appropriate rate schedule and form of service agreement con- 
tained therein. 

(C) A certificate of public convenience and necessity be and the same is here- 
by issued in Docket No. G—18805 authorizing Shell Oil Co. to make the sale of 
natural gas as therein set forth, upon the terms and conditions of this order. 

(D) A certificate of public convenience and necessity be and the same is 
hereby issued in Docket No. G—19964 authorizing The Sparta Oil Co. to make 
the sale of natural gas as therein set forth, upon the terms and conditions of 
this order. 

(E) A certificate of public convenience and necessity be and the same is 
hereby issued in Docket No. CP60-92 authorizing Southern to construct and 
operate the facilities involved in said proceeding, hereinbefore described and 
more particularly described in its application, and to make the transportation 
and sale of natural gas as therein set forth, upon the terms and conditions of 
this order. 

(F) The certificates issued in paragraphs (A), (B), (C), (D) and (E) 
hereof shall be accepted in writing by responsible officials of the respective 
companies. The general terms and conditions set out in paragraphs (a), (c), 
(d) and (e) of Section 157.20 of the Commission’s Regulations, under the Nat- 
ural Gas Act, shall attach to the issuance of the certificates granted in para- 
graphs (A), (B) and (E) hereof, and to the exercise of the rights granted 
hereunder ; and the general terms and conditions set out in paragraphs (a) and 
(e) of said section of the Regulations shall attach to the issuance of the certifi- 
cates granted in paragraphs (C) and (D) and to the exercise of the rights 
granted hereunder. 

(G) The grant and exercise of the rights under the certificates referred to 
in paragraphs (A) and (B) hereof are conditioned upon the doing of the 
following acts: 

(i) The entering by Brevard County Gas District and the municipalities 
which it proposes to serve into modified agreements, and the entering by Crescent 
City and the municipalities which it proposes to serve into modified agreements, 
whereby no portion of the revenues from the operation of the respective distribu- 
tion systems is to be apportioned among or paid to the municipalities to be 
served by the respective systems in consideration of the grant of franchises or 
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as franchise payments; and upon copies of the modified agreements being filed 
with the Commission ; 

(ii) The adoption by the town council of Jay of a resolution to the same effect 
as described at page 370, supra, and as more particularly exemplified by Hearing 
Exhibit No. 184, and the filing of copies of the same with the Commission; 

(iii) The establishment by Houston Texas of a physical connection of its 
facilities with those of the intervenor distributors set out in Appendix C hereof; 

(iv) The sale and delivery by Houston Texas to said intervenor distributors 
of natural gas in quantities not to exceed the quantities set out opposite their 
respective names in Appendix C, subject to the terms and conditions of Houston 
Texas’ FPO Natural Gas Tariff Original Volume No. 1 and the appropriate rate 
schedule and form of service agreement contained therein; provided, however, 
that each of the intervenor distributors shall first execute with Houston Texas 
a service agreement specifying the quantities set forth in Appendix C hereof as 
the third-year quantities and specifying quantities for the first and second years, 
not to exceed the aforementioned maximum quantity, as the intervenor distribu- 
tor shall reasonably request; and provided, further, that prior to the establish- 
ment of the physical connection with the facilities of the City of New Smyrna 
Beach and the City of Mulberry, each of these cities make a contribution in 
aid of construction of the service lateral to its system in an amount to be deter- 
mined by the formula set out in Hearing Exhibit No. 112; and provided, further, 
that prior to the establishment of the physical connection with the facilities 
of the City of Mulberry, the city council of Mulberry adopt a resolution to the 
same effect as described at page 370, supra, and as more particularly exemplified 
by Hearing Exhibit No. 184, and that copies of such resolution be filed with the 
Commission ; 

(v) Coastal and Houston Texas, respectively, shall remove from their books 
of account charges recorded thereon representing debt discount and expense 
incurred by The Houston Corp., and neither Coastal nor Houston shall in the 
future carry such charges on their books of account ; 

(vi) Coastal and Houston Texas, before undertaking the construction of their 
proposed facilities hereby authorized, shall submit a plan for financing the same 
satisfactory to the Commission; which plan for financing shall contain detailed 
information relating to the estimated cost and manner of financing, including 
the duration of the proposed bank loans, the amount of any payments which 
said applicants propose to make to lending institutions as commitment fees, 
and the actual and entire interest rate which they are to pay to their parent, 
The Houston Corp.; and immediately upon the execution of the plans each, 
Coastal and Houston, shall inform the Commission of the actual costs of 
financing ; 

(vii) Houston Texas shall restore and maintain, as part of its total capitali- 
zation, common equity of at least 15 percent of such capitalization; and Coastal 
shall maintain, as part of its total capitalization, common equity of at least 
15 percent of such capitalization. 

(H) Jurisdiction over these proceedings is hereby retained in order to have 
such further hearing as may be necessary, and to make such modifications of 
the authorizations hereby granted to Coastal and Houston Texas as are here- 
after found to be proper, in the event the conditions set out in subdivisions (i) 
to (vii), inclusive, of paragraph (G), or any of them, are not complied with. 

(I) The grant and exercise of the rights under the certificate referred to in 
paragraph (E) are subject to the condition that the charges provided in South- 
ern’s Rate Schedule CDL-—1 shall continue to be the same as those provided in 
Southern’s Rate Schedule CD-1, as the latter charges may be changed by further 
orders of the Commission in Docket Nos. G-2059 and RP60-15. 
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(J) All facilities constructed pursuant to the certificates granted in para- 
graphs (A), (B) and (E) hereof shall be completed and placed in operation 
within 250 days of the date upon which the order herein becomes final. 

(K) The engineering reports relative to the various local distribution proj- 
ects are not, and none of them is, hereby endorsed or approved; nor is endorse- 
ment or approval given to any estimates, fees, or projected method and manner 
of operation contained in such engineering reports, or any of them, or as shown 
by the testimony concerning such projects. 

HOWELL PURDUE, 
Presiding Examiner. 
APPENDIX A 





AREAS STIPULATED TO By CiTy GAS COMPANY OF FLORIDA WHEREIN SAID 
Company Is Not To RESELL NATURAL GAS 


City Gas Co. of Florida has stipulated and stated that none of the natural gas 
“for which Houston Texas Gas and Oil Corp. is applying for authorization to sell 
to City Gas in these proceedings will be resold by City Gas in the following areas: 

(a) In Dade County, Florida, City Gas shall not and will not resell natural 
gas in the Cities of North Bay Village and Miami Beach, and further in: 

The area situated North of the center line of Northwest and Northeast 
Seventy-Ninth Street (as extended) between its junction with the center line of 
Northwest Twenty-Seventh Avenue and the Atlantic Ocean ; and 

The area situated East of the center line of Northwest Twenty-Seventh Avenue 
between its junction with the center line of Northwest Seventy-Ninth Street and 
the center line of Northwest One Hundred Thirty-Fifth Street; and 

The area situated South of the center line of Northwest One Hundred Thirty- 
Fifth Street between its junction with the center line of Northwest Twenty- 
Seventh Avenue and the center line of Northwest Seventeenth Avenue; and 

The area situated East of the center line of Northwest Seventeenth Avenue 
between its junction with the center line of Northwest One Hundred Thirty-Fifth 
Street and the center line of Northwest One Hundred Sixty-Seventh Street 
(which is also known as Golden Glades Drive) ; and 

The area situated South of the center line of Northwest One Hundred 
Sixty-Seventh Street (also known as Golden Glades Drive) between its junction 
with the center line of Northwest Seventeenth Avenue and the center line of 
Northwest Seventh Avenue; and 

The area situated East of the center line of Northwest Seventh Avenue be- 
tween its junction with the center line of Northwest One Hundred Sixty-Seventh 
Street (also known as Golden Glades Drive) and the center line of Northwest 
One Hundred Seventy-Ninth Street ; and 

The area situated South of the center line of Northwest One Hundred Seventy- 
Ninth Street between its junction with the center line of Northwest Seventh 
Avenue and the center line of Northwest Second Avenue, extended, (which is also 
known as State Road No. 7 and U.S. Highway No. 441) ; and 

The area situated Bast of the center line of Northwest Second Avenue, ex- 
tended, (which is also known as State Road No. 7 and U.S. Highway No. 441) 
between its junction with the center line of Northwest One Hundred Seventy- 
Ninth Street and the center line of Northwest One Hundred Eighty-Seventh 
Street ; and 

The area situated South of the center line of Northwest One Hundred Eighty- 
Seventh Street between its junction with the center line of Northwest Second 
Avenue, extended, (which is also known as State Road No. 7 and U.S. Highway 
No. 441) and its junction with the center line of Northeast Second Avenue; and 

The area situated South of a line extending between the junction of the center 
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lines of Northwest One Hundred Highty-Seventh Street and Northeast Second 
Avenue and the junction of Snake Creek Canal and the center line of State 
Road No. 9; and 

The area situated South and East of the center line of State Road No. 9 be- 
tween its junction with Snake Creek Canal and the Northern boundary, or line, 
of Dade County, Florida. 


(b) In Broward County, Florida, City Gas shall not and will not resell nat- 
ural gas in: 


The area situated East of the center line of State Road No. 9 between its 


junction with the Southern boundary, or line, of Broward County, Florida, and 
the center line of Pembroke Road; and 


The area situated North of the center line of Pembroke Road (as extended) 


between its junction with the Atlantic Ocean and the Western boundary, or 
line, of Broward County. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and L. J. O’Connor, Jr. 


ALABAMA POWER COMPANY, PROJECT NO. 82 
ORDER FIXING HEARING 


(Issued August 18, 1961) 


By Commission letter dated December 18, 1959, there was served on Alabama 
Power Company, Licensee for Project No. 82,7 a copy of the Report on Operations 
from August 15, 1923 (Beginning of Operations) to December 31, 1949, Inclusive, 
for Project No. 82, dated November 1, 1959, prepared by the Commission staff. In 
that report the staff recommends that the Licensee be required to transfer the 
sum of $399,502.72 from Account 271, Earned Surplus, to Account 258.1, Amorti- 
zation Reserve-Federal,’ as the portion of surplus earnings of Project No. 82 from 
August 15, 1948, to December 31, 1949, inclusive, to be held in such amortization 
reserve for the project pursuant to the provisions of Article 17 of the license for 
the project and as required by Section 10(d) of the Federal Power Act. 

By staff letter dated December 28, 1959, a copy of the staff report was served 
on the Public Service Commission of the State of Alabama. 


1The project is located on the Coosa River, a navigable waterway of the United States, 
in Coosa and Chilton Counties, Alabama, and may be described as the Mitchell Dam 
Project. The license (issued pursuant to Section 4(d) of The Federal Water Power Act) 
authorizing the construction, operation, and maintenance of the project is, by its terms, 
effective for a period of 50 years commencing June 27, 1921, the date of issuance of the 
license. Commercial operation of the project began on August 15, 1923. 

2 Account references in the staff report are to account numbers and titles prescribed in 
the Commission’s Uniform System of Accounts for Public Utilities and Licensees effective 
January 1, 1937. This reflects the fact that the staff report was prepared and served 
prior to January 1, 1961, the effective date of the Commission’s revised Uniform System 
of Accounts. The equivalent accounts under the revised Uniform System of Accounts, 
effective January 1, 1961, for Account 271, Earned Surplus, are Account 215, Appropriated 
Earned Surplus, and Account 216, Unappropriated Earned Surplus, and for Account 258.1, 
Amortization Reserve-Federal, is Account 264, Amortization Reserve-Federal. 
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On November 29, 1960, the Licensee filed with the Commission a protest to 
the staff report.’ In that protest the Licensee sets forth certain objections to 
the staff report and requests that the Commission make the following findings: 
first, that the staff report, to the extent protested by the Licensee in its protest, 
should be disapproved as factually incorrect and as contrary to applicable 
provisions of law and of the Constitution of the United States, particularly the 
Fifth Amendment thereof; and secondly, that there have been no surplus earn- 
ings for Project No. 82 for the period from August 15, 1943, to December 31, 1949, 
inclusive, but that instead there is an accumulated deficit with respect to such 
earnings. The Licensee requests further that in the event the Commission 
does not at this time make the requested findings, the Commission will order 
that a hearing be held at an appropriate time and place upon the matters and 
issues raised by the staff report and by the Licensee's protest thereto. 

In view of the foregoing, it is necessary and appropriate for the purposes of 
the Federal Power Act that a public hearing be held in this proceeding as 
hereinafter provided. 

The discretionary period within which the Presiding Examiner may grant 
a continuance of the hearing without prior approval of the Commission under 
Section 1.13(e) of the Commission’s Rules of Practice and Procedure is 30 days. 
It is therefore appropriate that a procedure be prescribed for a continuance of 
the hearing, as hereinafter provided. 


The Commission orders: 


(A) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Commission by the Federal Power Act, particularly Sections 
10 (d), 301, 304, 307, 308, and 309 thereof, and the Commission’s Rules of 
Practice and Procedure, a public hearing shall be held commencing at 10 a.m. 
(EDST), October 10, 1961, in a hearing room of the Federal Power Commission, 
441 G Street, NW., Washington, D.C., on the matters involved in and the issues 
presented by the Commission staff report and by the Licensee’s protest thereto 
respecting the establishment and maintenance of amortization reserves by the 
Licensee for Project No. 82 for the period from August 15, 1943, to December 31, 
1949, inclusive. 

(B) At the hearing herein ordered, the burden of proof, as provided by the 
Federal Power Act, shall be on the Licensee to justify the maintenance of $399,- 
502.72, or any part thereof, in Account 216, Unappropriated Earned Surplus, and 
to justify the non-transfer of $399,502.72, or any part thereof, to Account 264, 
Amortization Reserve-Federal, in the accounts of the Licensee for Project No. 82. 

(C) Upon completion of the presentation of the direct case of the Licensee and 
of any Interveners, the hearing herein ordered shall be continued for a period 
of 60 days to allow any party to the proceeding, including Commission staff 
counsel, to prepare for cross-examinnation and for presentation of rebuttal 
evidence. 

(D) Interested State commissions may participate in this proceeding as pro- 
vided in Sections 1.8 and 1.37(f) of this Commission’s Rules of Practice and 
Procedure (18 CFR 1.8 and 1.37 (f)). 


8The December 18, 1959, Commission letter serving the staff report on the Licensee 
stated that objections to the report could be made by filing a protest thereto with the 
Commission on or before February 1, 1960. Subsequent to the service of the report, the 
Licensee requested and obtained several extensions of time within which to file its protest, 
the last extension being to and including November 30, 1960, as provided in Commission 
order issued September 16, 1960, in the above-entitled proceeding. 














394 FEDERAL POWER COMMISSION 





(B) Any petitions seeking leave to intervene in this proceeding, or notices of 
intervention, shall be filed with the Federal Power Commission, Washington 25, 
D.C., on or before September 11, 1961, and otherwise in accordance with Section 
1.8 of the Commission’s Rules of Practice and Procedure (18 CFR 1.8). 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and L. J. O’Connor, Jr. 


ILLINOIS POWER COMPANY, DOCKET NO. CP61-261 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE OF 
NATURAL GAS 


(Issued August 18, 1961) 


On April 10, 1961, Illinois Power Company (Applicant) filed in Docket No. 
CP61-261 an application pursuant to Section 7(a) of the Natural Gas Act for 
an order of the Commission directing Mississippi River Fuel Corporation (Mis- 
sissippi) to establish physical connection of its facilities with certain facilities 
which Applicant proposes to construct, and to sell and deliver natural gas to 
Applicant for distribution and resale in the Village of Prairie du Rocher and 
environs, Randolph County, Illinois, all as more fully set forth in the applica- 
tion, 

Mississippi’s main transmission pipeline passes within approximately 0.7 
mile east of Prairie du Rocher. Applicant proposes to construct the necessary 
connecting line and appurtenances, and the distribution facilities in the village 
and environs, at an estimated total cost, in the third year of operation, of 
$146,238, which will be paid from Applicant’s funds on hand. 

No additional allocation of gas from Mississippi is requested by Applicant. 
Service under the subject application is proposed to be rendered within the 
stated contract demand quantity of 56,740 Mcf of natural gas per day, which 
obligation of Mississippi is on file with the Commission. 

Mississippi filed on May 5, 1961, and supplemented on June 12, 1961, its 
answer to the subject application indicating its willingness to establish the 
connection and to render the requested service. 

Applicant estimates the gas requirements of the village of approximately 
679 inhabitants as follows: 

Requirements in Mcf 





Ist year 2dyear $d year 
Noe eee Sewanee 15, 700 23, 000 28, 400 
SP NN Siar achat 206 291 330 


Applicant has the necessary franchise to distribute natural gas in the village 
and holds a certificate granted by the Illinois Commerce Commission authoriz- 
ing the necessary construction and operations. 

Notice of the application herein was duly published in the Federal Register 
on July 21, 1961. (26 FR 6569) No petitions to intervene or protests to the 
granting of the application have been received. 


The Commission finds: 


(1) Applicant, Illinois Power Company, an Illinois corporation having its 
principal place of business in Decatur, Illinois, is a gas and electric utility 
company subject to the jurisdiction of the Illinois Commerce Commission and is 
duly authorized to engage in the business of distributing and selling natural 
gas for resale as hereinbefore described. 
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(2) Mississippi River Fuel Corporation, a Delaware corporation having its 
principal place of business in St. Louis, Missouri, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of March 1, 1944, in Docket No. G—291 (4 FPC 535). 

(3) It is necessary and desirable in the public interest to direct Mississippi 
River Fuel Corporation to establish physical connection of its transmission 
facilities with those proposed to be constructed and operated by Applicant for 
the distribution and resale of natural gas in the Village of Prairie du Rocher, 
Illinois, and environs, and to sell and deliver natural gas to Applicant under 
Mississippi’s appropriate rate schedules on file with the Commission, for dis- 
tribution and resale as aforesaid. 

(4) Mississippi should not be required to furnish gas in excess of its current 
stated contract demand of 56,740 Mcf of natural gas per day to Applicant for 
the service herein directed. 

(5) Applicant should be prepared to receive natural gas from Mississippi as 
directed hereinafter within one year from the date of issuance of this order. 


The Commission orders: 


(A) Mississippi River Fuel Corporation be and it is hereby directed to estab- 
lish physical connection of its transmission facilities with those proposed to be 
constructed and operated by Illinois Gas Company for the distribution and 
resale of natural gas in the Village of Prairie du Rocher, Illinois, and environs, 
as hereinbefore described and as more fully described in the application in this 
proceeding, and to sell and deliver natural gas to Illinois Gas Company under 
Mississippi’s appropriate rate schedules on file with the Commission, for dis- 
tribution and resale as aforesaid. 

(B) Mississippi shall not be required to furnish gas in excess of its current 
stated contract demand of 56,740 Mcf of natural gas per day to Applicant for 
the service herein directed. 

(C) Applicant, Illinois Power Company, shall be prepared to receive natural 
gas from Mississippi as hereinbefore directed within one year from the date of 
issuance of this order. 

(D) Mississippi shall report to the Commission in writing and under oath 
the date of commencement of service to Applicant hereunder within 10 days 
after such service has begun. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and L. J. O’Connor, Jr. 


KANSAS-NEBRASKA NATURAL GAS COMPANY, INC., 
DOCKET NO. CP61-282 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued August 18, 1961) 


On April 27, 1961, Kansas-Nebraska Natural Gas Company, Inc. (Applicant), 
Phillipsburg, Kansas, filed an application, as supplemented on June 14, 1961, 
in Docket No. CP61-282, pursuant to Section 7 of the Natural Gas Act, for a 
certificate of public convenience and necessity seeking authorization to install 
a 4,200 horsepower turbine driven centrifugal compressor unit addition at its 
Deerfield, Kansas, compressor station in the Hugoton Field and to construct and 
operate approximately 6 miles of 6-inch pipeline replacing a 4-inch line of equal 
length between Big Springs, Nebraska, and Ovid, Colorado. 
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Applicant states that the wellhead pressure in the Hugoton Field has declined 
to the point that the line pressure at the intake of the Deerfield compressor plant 
is around 220 psig.t At present the station has 6,000 horsepower installed in- 
cluding four 450 horsepower compressors that are 40 years old. The proposed 
installation of an additional 4,200 horsepower unit is considerably more than is 
needed to provide the gas requirements for the 1961-62 peak day; however, 
Applicant states that it cannot place full reliance on the four 40-year-old units, 
and, hence, desires standby units in the station. Furthermore, Applicant states 
that it is impossible to buy a small-size gas-fired turbine-driven centrifugal 
compressor and that the initial cost of the smallest units available is only 
slightly more than the cost of a conventional 2,500 horsepower gas engine driven 
reciprocating compressor. 

Applicant recites that the proposed construction at Deerfield is not related 
to or dependent on the existence or nonexistence of the sale or exchange of 
gas by and with Northern Natural Gas Company as proposed in Docket Nos. 
CP61-275 and CP61-273. 

Applicant proposes to construct and operate 6 miles of 6-inch pipeline replac- 
ing a 4inch line extending from the Big Springs and Chappell gas fields and 
carrying gas to the towns of Chappell, Nebraska, and Ovid and Julesburg, 
Colorado. Applicant states that the pressure in the Big Springs and Chappell 
fields has declined to the point where the wells will not produce much gas 
against the peak operating pressure of 450-475 psig required on this part of 
the system with the existing 4-inch line. The application indicates that the 
proposed 6-inch line will reduce the operating pressure of the lateral line so 
that more gas can be delivered from the wells in the Big Springs and Chappell 
fields. 

The total estimated cost of the construction and replacement is $591,000, which 
cost will be defrayed from cash working funds. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
on August 2, 1961, respecting the matters involved in and the issues presented by 
the application, as supplemented, herein. No petition to intervene or protest 
to the granting of the application has been received. Staff counsel moved 
orally at the hearing that the intermediate decision procedure be omitted and 
and that the Commission render a decision herein pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Kansas-Nebraska Natural Gas Company, Inc., a Kansas corpo- 
ration having its principal place of business in Phillipsburg, Kansas, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of April 6, 1948, in Docket No. 
G-259 (3 FPC 966). 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication, as supplemented, in this proceeding, are to be used in the transpor- 
tation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission and the construction and operation thereof by Applicant 
are subject to the requirements of Subsections (c) and (e) of Section 7 of 
the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 


1 Approximately 70 percent of Applicant’s firm transmission peak requirements are 
supplied from the Hugoton Field. 
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(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (ce) (3), (ec) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the construction of the 
facilities authorized by this order shall be completed and placed in actual opera- 
tion within ten months from the date on which this order issues, 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, Kansas-Nebraska Natural Gas Company, 
Ine., to construct and operate the proposed facilities, as hereinbefore described, 
all as more fully described in the application, as supplemented, herein, upon the 
terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (c) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within ten months from the date on 
which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and L. J. O’Connor, Jr. 


NATURAL GAS TRANSMISSION COMPANY, DOCKET NO. CP62-23 
DECLARATION OF EXEMPTION 


(Issued August 18, 1961) 


Natural Gas Transmission Company (Applicant) filed an application on 
July 26, 1961, for exemption from the provisions of the Natural Gas Act, pur- 
suant to Section 1(c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a Washington corporation having its principal place of 
business in Seattle and is authorized to do business in the State of Washington; 

(2) Applicant proposes to construct a pipeline from Gorst to Port Angeles 
with a lateral line to Port Townsend, all in the State of Washington, to connect 
with the proposed terminus of El Paso Natural Gas Company’s pipeline from 
Olympia to Gorst, as proposed in Docket No. CP61-248 ; 

(3) Applicant proposes to purchase interstate natural gas from El Paso 
Natural Gas Company within the State of Washington ; 

(4) All natural gas received by Applicant is to be consumed ultimately within 
the State of Washington, and all of its facilities are located within said state; 
and 
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(5) The Washington Utilities and Transportation Commission has certified 
to the Federal Power Commission that it has and is exercising regulatory 
jurisdiction over the rates, service, and facilities of Applicant. 

Wherefore, The Commission declares, by reason of the foregoing: Natural 
Gas Transmission Company is exempt from the provisions of the Natural Gas 
Act, and the orders, rules and regulations of this Commission issued thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and L. J. O’Connor, Jr. 


PACIFIC GAS AND ELECTRIC COMPANY, PROJECT NO. 233 
ORDER FURTHER AMENDING LICENSE (MAJOR) 


(Issued August 18, 1961) 


In its order dated June 2, 1942, upon application by Applicant for amendment 
of its license for Project No. 233 to include therein the Pit No. 5 unit, the Com- 
mission found, among other things, that the entire development, (as then pro- 
posed) consisting of Pit 3, Pit 4, Pit 5, and proposed Pit 6 unit, is best adapted 
to a comprehensive plan for improving and developing Pit River for the use and 
benefit of interstate commerce, for the improvement and utilization of water- 
power development and for other beneficial public uses, including recreational 
purposes (83 FPC 730). Consistent with that finding, the Commission included 
in the subsequently issued license amendment’ for Project No. 233, Article 33 
which reads as follows: 

Article 38. It is understood and agreed by the Licensee that if and when 
the proposed Pit No. 6 unit is constructed, the Licensee shall apply for an 
amendment of license for Project No. 233 to include said unit. 

The above-mentioned Commission finding was based on the use or concept of 
utilizing only Pit River water through the Pit Nos. 3, 4, 5 and 6 developments.’ 
That finding was made 19 years ago and did not take into account, of course, 
Applicant’s present plan to divert water from the McCloud River to the Pit 
River to be utilized through the coordinated operation, both hydraulically and 
electrically, of the Pit Nos. 6 and 7 developments. By supplementing the Pit 
River flow with the diverted water from the McCloud River, it becomes pos- 
sible for Applicant, under this new plan, to increase the installed capacity at 
Pit No. 6 by 22,000 kw and at Pit No. 7 by 28,000 kw. 

In our companion order of even issuance date in the proceeding on Project 
No. 2106, upon the basis of Applicant’s change in the scheme of development, we 
found, among other things, that: “(2) The Pit No. 6, McCloud-Pit and Pit No. 
7 developments will operate on an integrated basis both hydraulically and elec- 
trically and constitute parts of a single project, within the meaning of Section 
8 (11) of the Act.” In that same order, and for the reasons stated therein, we 
have included in one license the Pit No. 6 development, the McCloud-Pit develop- 
ment, and the Pit No. 7 development—all of which developments have been 
designated by us as Project No. 2106. 


1See amendment executed July 15, 1942, Project No. 233. 

2“When Pit 6 is constructed, the series of plants will embrace four plants, Pits 3, 4, 5 
and 6, all dependent upon the storage regulation provided by the Lake Britton reservoir, 
the three lower plants also having available the small incidental regulating effect of 
the Pit 4 forebay.” (2 FPC 516, 523) Lake Britton is on Pit River and is reservoir for 
Pit 3 development. 
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The Commissions finds: 


In the circumstances recited above, it is appropriate, desirable and in the 
public interest to eliminate from the license for Project No. 233 the afore-men- 
tioned Article 33 as hereinafter provided. 


The Commission orders: 


(A) The license for Project No. 233 is further amended, effective as of August 
1, 1961, by eliminating from the license amendment executed on July 15, 1942 
the afore-mentioned Article 33. 

(B) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute 
a waiver of any other part, provision or condition of the license as heretofore 
amended. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute accept- 
ance of this amendment of license. In acknowledgment of the acceptance of this 
amendment of license, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph S. Swidler 
and L. J. O’Connor. 


PACIFIC GAS AND ELECTRIC COMPANY, PROJECT NO. 2106 
ORDER CONSOLIDATING PROCEEDINGS AND ISSUING LICENSE (MAJOR) 


(issued August 18, 1961) 


Pacific Gas and Electric Company (Applicant) of San Francisco, California, 
has filed several applications for licenses under the Federal Power Act, (here- 
inafter referred to as the Act) for major projects to develop the power potential 
of the McCloud River and the lower Pit River, California. 

The plan of development encompasses three separate developments: (1) the 
Pit No. 6 development, designated as Project No. 2104, and covered in application 
for license filed April 8, 1952 and later amended; (2) McCloud-Pit development, 
designated as Project No. 2106, and covered in application for license filed Febru- 
ary 8, 1954 and later amended; and (3) Pit No. 7 development, designated as 
Project No. 2137, and covered in application for license filed July 13, 1953 and 
later amended. 

The plan of development is to divert water from the McCloud River by means 
of a diversion dam and tunnel to a powerhouse located on Pit River. The wa- 
ter so diverted will be combined with Pit River flows and utilized through the 
proposed Pit Nos. 6 and 7 developments to be located on the lower Pit River 
just above the existing Shasta Lake. The water to be diverted from McCloud 
River makes it possible to increase the installed capacity at Pit Nos. 6 and 7 
by 50,000 kilowatts, which is an increase of about 40 percent over capacity 
that could be installed if only Pit River flows are utilized through Pit Nos. 
6 and 7. 

The three proposed developments would be integrated both hydraulically and 
electrically and would be operated as a single project. In these circumstances, 
we believe the three developments should be placed under a single license, which 
we will designate as Project No. 2106. 
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Proposed Project No. 2106 would be located on McCloud and Pit Rivers, tribu- 
taries of Sacramento River and Shasta Reservoir navigable waters of the United 
States, and Iron Canyon Creek, tributary of Pit River, all within Shasta County, 
California, and will affect navigable waters of the United States and lands of the 
United States within Shasta National Forest and other lands of the United 
States. 

In 1954 we permitted the City of Mt. Shasta, Town of Yreka City, the City 
of Dunsmuir, 11 service and recreation clubs, 2 chambers of commerce, and 6 
other organizations—all in the State of California—to intervene in Project No. 
2106. The principal grounds given in the petitions of those 22 parties are that 
the proposed project would impair recreational and industrial uses of the area 
involved. In 1957 we permitted the State of California, acting through its 
Department of Water Resources and its Department of Fish and Game, to 
intervene in Project Nos. 2104 and 2106. 

In view of this opposition to Applicant’s proposed developments, we believe 
it appropriate to note here that following public hearings on Applicant’s State 
water right applications for the three proposed developments, the State of 
California State Water Rights Board on January 13, 1961 issued its Decision 
and Order approving Applicant’s water right applications for the McCloud-Pit 
River project as proposed in Applicant’s applications for licenses pending before 
us. In its Decision and Order the State Board discussed protests by organiza- 
tions and others to construction of Applicant’s project, and found that the 
flows to be released by Applicant for the preservation of fish life will adequately 
protect the recreational values and scenic qualities of the area involved and 
industrial uses thereof. The State Board’s Decision recited also that the State 
of California Department of Fish and Game had withdrawn its protest to Ap- 
plicant’s State water right applications upon agreement with Applicant under 
which Applicant would withdraw its application to appropriate from Hawkins 
Creek (which it did) and contingent upon the State Board adopting an agreed 
schedule of releases for the maintenance of fish, as set forth in Article 31 
hereinafter. Finally, the State Board’s Decision stated that the State of Cali- 
fornia Department of Water Resources had submitted its views and recom- 
mendations respecting Applicant’s State water right applications, wherein the 
Department of Water Resources had concluded, among other things, that Ap- 
plicant’s project will develop the power resources to a reasonable extent, and 
that the project is not in conflict with the California Water Plan, but that any 
State water permits issued should be conditioned on the establishment of a 
priority for higher uses of water over the use for power by Applicant. The 
State Board agreed with the Department of Water Resources’ conclusion, sub- 
ject to a limitation not necessary to recite herein for the purposes of this order. 

In a recent letter, dated July 6, 1961, from the Deputy Attorney General of 
the State of California, we are advised, among other things, that the State of 
California Department of Fish and Game is still negotiating with Applicant 
in the matter of providing suitable structures for the control of temperatures 
below the McCloud Diversion Dam, the removal of barriers to fish in the stream 
which would occur because of reduced flows in the McCloud River, and the 
construction of a suitable barrier to the migration of rough fish from Shasta 
Lake into the McCloud River. 

The Secretary of the Army and the Chief of Engineers have approved the plans 
of the project structures that may affect the interest of navigation, and it was 
stated that terms and conditions in the interest of navigation or flood control 
were not deemed necessary. 

An Assistant Secretary of the Interior has recommended for inclusion in any 
license issued, several special conditions in the interest of fish, wildlife and 
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archeological salvage, coordinated operation, and provision for reimbursement 
to the United States for reregulatory benefits to Project No. 2106 from the Bureau 
of Reclamation’s Shasta Reservoir on Sacramento River. Reregulation will be 
provided by Applicant by its Pit No. 7 afterbay dam, and the other subjects are 
covered by articles hereinafter set forth. 

Two Assistant Secretaries and an Acting Secretary of Agriculture have recom- 
mended for inclusion in any license issued several special conditions in the 
interest of the Forest Service. 

According to the applications for licensees, Applicant desires to commence 
construction of Pit No. 6 development as soon as practicable after final deter- 
mination is made with respect to the McCloud-Pit development. It is expected 
that the construction period for Pit No. 6 would be three years. Applicant also 
states that construction of the McCloud-Pit development would commence in 
sufficient time to complete construction within two years after completion of 
Pit No. 6. Construction period for the McCloud-Pit development would be four 
years. Construction of Pit No. 7 would be coordinated With the construction of 
the other two developments. 


The Commission finds: 


(1) The proposed project will affect navigable waters and lands of the United 
States. 

(2) The Pit No. 6, McCloud-Pit and Pit No. 7 developments will operate on an 
integrated basis both hydraulically and electrically and wiil constitute parts of 
a single project, within the meaning of Section 3(11) of the Act. 

(3) The proposed project would consist of : 

(a) All lands constituting the project area and inclosed by the project boundary 


or the limits of which are otherwise defined, and/or interest in such lands neces- 
sary or appropriate for the purposes of the project, whether such lands or interest 
therein are owned or held by the Licensee or by the United States; such project 
area and project boundary being more specifically shown and described by certain 
exhibits which formed part of the amended application for license and which 
are designated and described as follows: 
Exhibit J—(FPC No. 2106-20) General Map of McCloud-Pit Development; 
(FPC No. 2106-32) General Map of Pit No. 6 Development ; 
(FPC No. 2106-38) General Map of Pit No. 7 Development; 
Exhibit K—Detail maps showing project area and project boundary: 


McCloud-Pit Development 


FPC No. Description 
2106-21 and -22 Sheets 1 and 2, Map of McCloud. 
Diversion Reservoir. 
Sheet 3, Map of McCloud Tunnel. 
Sheet 4, Map of Iron Canyon Reservoir. 
Sheet 5, Map of Iron Canyon Tunnel, McCloud- 
Pit Power House, Penstock, and Tailrace 
Channel. 
SI Ge iiicccticnitentinesenus Map of Transmission Lines, 


Pit No. 6 Development 


FPO No. Description 
2106-33 and -34 Two sheets, Map of Reservoir. 
Siti iostcitcinieiccaminsniaiatigchithligs Map of Reservoir Including Dam, Power House, 
and Transmission Lines. 
693-4 S88—64 28 
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Pit No. 7 Development 















































2106-39 to —42, incl___--__-~-. Four sheets, Map of Reservoir. 
I arcana nce ncaa Map of Reservoir Including Dam, Power House 
and Transmission Lines. 


PR ikiiiinteccatbina teteuclacnniiinne Afterbay Reservoir. 


(b) Project works consisting of: 
McCloud-Pit Development 


McCloud Diversion Dam and Reservoir, a concrete arch dam in McCloud 
River about 500 feet upstream from Lizzard Creek, a six-foot diameter sluice pipe 
through the dam, a spillway with seven radial gates, and a reservoir with an 
area of 520 acres at maximum water surface elevation of 2680 feet and a gross 
capacity of 35,300 acre-feet of storage; McCloud Tunnel, a horseshoe and/or cir- 
cular tunnel about 40,500 feet long and 17 feet in diameter extending from an 
intake in McCloud Reservoir to Iron Canyon Reservoir; Iron Canyon Dam and 
Reservoir, an earth fill dam on Iron Canyon Creek four miles north of Pit No. 5 
plant on Pit River, a three-foot diameter sluice pipe through the dam, a side 
channel overpour spillway in the right abutment, and a reservoir with an area 
of 500 acres at elevation 2665 feet and a gross capacity of 24,400 acre-feet of 
storage; Jron Canyon Tunnel, a horseshoe and/or circular tunnel about 12,500 
feet long and 19 feet in diameter extending from an intake in Iron Canyon Res- 
ervoir to the head of the penstock; a steel penstock varying from 10 to 12 feet 
in diameter about 2850 feet long branching at a wye to two 87-inch pipes extend- 
ing about 200 feet to the powerhouse; a differential surge chamber 45 feet in 
diameter with a riser 16 feet in diameter near the downstream end of the Iron 
Canyon tunnel; the McCloud-Pit Powerhouse, located 14% miles upstream from 
Pit No. 5 power plant, housing two 107,000-horsepower turbines connected to two 
77,850-kilowatt generators (86,500 kva @ 0.9 P.F.) ; a substation and switchyard ; 
two single circuit 220 kv transmission lines extending about 6 miles from the 
switchyard to the licensee’s interconnected transmission system; and appurte- 
nant mechanical and electrical facilities ; 





Pit No. 6 Development 





A concrete gravity dam located in Pit River about 2%4 miles upstream from 
Marble Creek with an overflow gated spillway; three gated sluice conduits 
through the dam; a reservoir with normal water surface elevation at 1,445 feet 
(PG&E datum), and area of about 265 acres and a gross capacity of about 15,700 
acre-feet of storage; a tunnel; steel penstocks; a powerhouse located 300 feet 
downstream from the dam containing two 51,000 horsepower turbines connected 
to two 36,900-kilowatt generators (41,000 kva @ 0.9 P.F.) installed therein; a 
substation and switchyard; two single circuit 220 kv transmission lines extend- 
ing about 3.38 miles from the switchyard to the Applicant’s interconnected 
transmission system ; and appurtenant mechanical and electrical facilities ; 


Pit No. 7 Development 





A concrete gravity dam, located in Pit River about 2%4 miles downstream from 
Montgomery Creek, with an overflow gated spillway; three gated sluice con- 
duits through the dam; a reservoir with normal water surface at elevation 1290 
(PG&E datum) and a total capacity of 34,000 acre-feet of storage; a tunnel about 
560 feet long; steel penstocks; a powerhouse located 500 feet downstream from 
the dam containing two 68,000-horsepower turbines connected to two 49,950- 
kilowatt generators (55,500 kva @ 0.9 P.F.) ; a substation and switchyard ; two 
single circuit 220 kv transmission lines extending 314 miles from the switchyard 
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to the Applicant’s interconnected transmission system; a low, slotted, concrete 
gravity afterbay dam located about two miles downstream from the main dam; 
and appurtenant mechanical and electrical facilities; the location, nature and 
character of which are more specifically shown and described by the exhibits 
hereinbefore cited and by certain other exhibits which also formed part of the 


amended application for license and which are designated and described as 
follows: 


Exhibit [—General Design Drawings: 


McCloud-Pit Development 
FPO No. Description 
2106-27 McCloud Diversion Dam 
2106-28 McCloud Tunnel Intake 
2106-29 Iron Canyon Dam, Intake and Tunnel 
2106-30 Profile of McCloud-Pit Penstock and Surge Chamber 
2106-31 McCloud-Pit Powerhouse 


Pit No. 6 Development 
FPC No. Description 


2106-36 Dam and Penstocks 
2106-37 Powerhouse 


Pit No. 7 Development 


Description 


Dam, Penstocks, and Afterbay Dam 
Powerhouse 


Evhibit M: 


Two typewritten pages, “General Descriptions and General Specifications of 
Mechanical, Electrical and Transmission Equipment” for the McCloud-Pit De- 
velopment filed in the Commission April 1, 1957. 

Two typewritten pages, “General Descriptions and General Specifications of 
Mechanical, Electrical and Transmission Equipment” for Pit No. 6 Develop- 
ment filed in the Commission April 1, 1957. 

Two typewritten pages, “General Descriptions and General Specifications of 
Mechanical, Electrical and Transmission Equipment” for Pit No. 7 Develop- 
ment filed in the Commission October 12, 1954. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project 
is approved or acquiesced in by the Commission; also, all riparian or other 
rights, the use or possession of which is necessary or appropriate in the main- 
tenance and operation of the project. 

(4) The transmission facilities described in finding (3) above are parts of 
the project herein authorized within the meaning of Section 3(11) of the Act. 

(5) Applicant is a corporation organized under the laws of the State of 
California and has submitted satisfactory evidence of compliant with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(6) No conflicting application is before the Commission. Public notice of the 
applications has been given as required by the Act. 
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(7) Except that the proposed project might affect the operation of Shasta 
Reservoir, the proposed project will not affect any Government dam, nor will 
the issuance of a license for the project, as hereinafter provided, affect the de- 
velopment of any water resources for public purposes which should be undertaken 
by the United States. 

(8) The issuance of a license for the proposed project as hereinafter provided 
will not interfere or be inconsistent with the purposes of any reservation or with- 
drawal of public lands, or with the purposes for which the Shasta National 
Forest was created or acquired. 

(9) The proposed project is best adapted to a comprehensive plan for improv- 
ing and developing the McCloud and Pit Rivers for the use and benefit of inter- 
state or foreign commerce, for the improvement and utilization of water power 
development, and for other beneficial public uses, including recreational purposes. 

(10) The installed horsepower capacity of the proposed project, hereinafter 
authorized for the purpose of computing the capacity component of the admin- 
istrative annual charge is 439,000 horsepower, and the energy to be generated 
by the proposed project will be distributed over Applicant’s inter-connected trans- 
mission system and sold for public utility purposes. 

(11) The amount of annual charges to be paid under the license for the pur- 
pose of reimbursing the United States for the cost of the administration of Part 
I of the Act, and for recompensing it for the use, occupancy, and enjoyment of 
its lands is reasonable as hereinafter fixed and specified. 

(12) It is desirable to reserve for future Commission determination the ques- 
tion of what additional transmission lines and appurtenant facilities, if any, 
should be included in this license. 

(18) In accordance wth Section 10(d) of the Act, the rate of return upon the 
net investment in the project, and the proportion of surplus earnings to be paid 
into and held in amortization reserves, are reasonable as hereinafter specified. 

(14) The exhibits described in finding (3) above, appropriately redesignated 
in view of our finding (2) above, conform to the Commission’s rules and regula- 
tions and should be approved as part of the license for the project. 

(15) Before construction of any project structure is commenced, revised 
Exhibit L drawings for all project structures—in accordance with the Commis- 
sion’s rules and regulations—should be filed as hereinafter provided. 


The Commission orders: 


(A) The proceeding designated Project No. 2104 involving the application for 
license for the Pit No. 6 development, and the proceeding designated Project No. 
2137 involving the application for license for the Pit No. 7 development, are 
consolidated with the proceeding designated Project No. 2106 involving the appli- 
eation for license for the McCloud-Pit development; and the proposed Pit No. 6 
and Pit No. 7 and McCloud-Pit developments shall be considered as parts of a 
single project and shall be designated as Project No. 2106. 

(B) This license is issued to Pacific Gas and Electric Company (hereinafter 
referred to as the Licensee) under Section 4 (e) of the Federal Power Act for 
a period of 50 years, effective as of August 1, 1961, for the construction, opera- 
tion, maintenance of major Project No. 2106 located on the McCloud and Pit 
Rivers and affecting navigable waters and lands of the United States within 
Shasta National Forest and other lands of the United States, subject to the 
terms and conditions of the Act which is incorporated by reference as a part of 
this license, and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the Act. 

(C) This license is also subject to the terms and conditions set forth in 
Form I-6 (December 15, 1953) entitled “Terms and Conditions of License for 
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Unconstructed Major Project Affecting Navigable Waters and Lands of the 
United States” (16 FPC 1121), which terms and conditions, designated as 
Articles 1 through 27 are attached hereto and made a part hereof, except for 
Article 14 and the last sentence of Article 17 thereof; and subject to the follow- 
ing special conditions set forth herein as additional articles: 

Article 28. The Licensee shall pay to the United States the following annual 
charges. 

(i) For the purpose of reimbursing the United States for the cost of admin- 
istration of Part I of the Act, one (1) cent per horsepower on the authorized 
installed capacity (439,000 horsepower) plus two and one-half (214) cents per 
1,000 kilowatt-hours of gross energy generated by the project during the 
ealendar year for which the charge is made. 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy and enjoyment of its lands, exclusive of those used for transmission line 
purposes only, $2,613.58. 

(iii) For the purpose of recompensing the United States for the use, occu- 
pancy and enjoyment of its lands used exclusively for transmission line purposes, 
$13.58. 

Article 29. The Licensee shall construct, maintain and operate such protective 
devices and shall comply with such reasonable modifications of the project 
structures and operation in the interest of fish and wildlife resources, provided 
that such modifications shall be reasonably consistent with the primary purpose 
of the project, as may be prescribed hereafter by the Commission upon its own 
motion or upon recommendation of the Secretary of the Interior or California 
Department of Fish and Game after notice and opportunity for hearing and 
upon a finding that such modifications are necessary and desirable and consistent 
with the provisions of the Act: Provided further, That subsequent to approval 
of the final design drawings prior to commencement of construction no modi- 
fication of project structures in the interest of fish and wildlife resources which 
involve a change in the location, height or main structure of a dam, or the addi- 
tion of or changes in outlets at or through a dam, or a major change in generating 
units, or a rearrangement or relocation of a powerhouse, or major changes in a 
spillway structure shall be required. 

Article 30. Whenever the United States shall desire, in connection with the 
project, to construct fish handling facilities or to improve the existing fish 
handling facilities at its expense, the Licensee shall permit the United States or 
its designated agency to use, free of cost, such of Licensee’s lands and interests 
in lands, reservoirs, waterways and project works as may be reasonably re- 
quired to complete such fish handling facilities or such improvements thereof. 
In addition, after notice and opportunity for hearing the Licensee shall modify 
the project operation as may be prescribed by the Commission, consistent with 
the primary purpose of the project, in order to permit the maintenance and 
operation of the fish handling facilities constructed or improved by the United 
States under the provision of this article. This article shall not be interpreted 
to place any obligation on the United States to construct or improve fish handling 
facilities or to relieve the Licensee of any obligations under this license. 

Article $31. The Licensee shall make minimum water releases at the McCloud 
and Iron Canyon Diversion Dams for the maintenance of fish life in accordance 
with the following schedules: 

(i) Licensee shall release at the McCloud Diversion Dam an amount of water 
not less than 50 cfs from May through November, and 40 cfs from December 
through April. 

(ii) Licensee shall make additional releases of water at the McCloud Diversion 
Dam to the extent necessary to maintain the following minimum flows at the 
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Ah-Di-Na stream gaging station within SW% of Section 33, T. 38 N., R. 2 W., 
MDB&M: 


Minimum Flows at Ah-Di-Na in Cubic Feet per Second 


Normal year Dry year? 


POU i a i chee ee hie eR ales ee 160 160 
Te BS ee ee ee ele ae 160 160 
PN a aS a te a ee ee 170 170 
Ween 6S Se es eesti 170 170 
IRS ek a a cin 170 160 
TO enh eo ee Se ee eee 200 160 
ee ee EE See LN SRE PO Se ES Re ee | 200 160 
tea ee ae ates Se ate 200 160 
DI ii eee ice Rimteednbsebseeeadied 200 160 
I a a ee 210 180 
RUG ete oe ek ee ee oe Dee 210 180 
DON Ba ee Seite Raa eee 210 180 
PN cca seers llc ccc Ui lied 210 180 


SPOORINDGR TO ohn oo einen cheeness 170 


2A dry year is hereby defined as one in which the California Department of Water 
Resources April forecast of the April—July runoff of the McCloud River into Shasta Lake 
is 300,000 acre-feet or less, except that not more than 2 years in succession shall be 
considered dry regardless of forecast. 





(iii) Licensee shall release at the Iron Canyon Diversion Dam an amount of 
water not less than 8 cfs at all times. 

Article 82. The Licensee shall, during project construction, prevent the release 
of debris from any gravel washing activities directly into Pit and McCloud Rivers 
or any of their tributaries. 

Article 38. The Licensee shall notify the University of California Archeologi- 
cal Survey of the proposed construction of the project and the extent of the 
reservoir areas and negotiate with the University for archeological survey and 
salvage in the affected areas. Cost to the Licensee of the archeological survey 
and salvage shall not exceed $8,000. 

Article 34. The Licensee shall operate the Pit Nos. 6 and 7 reservoirs to main- 
tain minimum pools of not less than 1,000 acre-feet, except when it is necessary 
to drain the reservoirs for repair purposes at which time adequate notice shall 
be given to the California State Department of Fish and Game. 

Article 35. The annual accumulation of driftwood, snags, and similar material 
shall be disposed of within or adjacent to the reservoirs and shall not be dis- 
charged over the spillways or otherwise into Shasta Lake or the river channels 
below the dams. 

Article 86. The Licensee shall provide a flat area for recreational purposes 
of not less than 2.25 acres at grade elevation of 1,087 feet (PG&B datum) by 
means of a fill or otherwise at Fender Ferry Flat adjacent to the Pit No. 7 
Afterbay reservoir, as designated by the Regional Forester or his representative. 

Article 37. The Licensee shall replace the existing boat launching area at 
Fender Ferry and provide an access road connection to the Fender Ferry road 
near the mouth of Potem Creek. The new launching area shall be of sufficient 
size to accommodate several boats and shall consist of a suitable earth ramp 
extending between approximate elevations 1,065 and 1,050 feet (USGS datum). 
The access road shall be single lane constructed on appropriate standards. The 
location and construction of the launching area and access road shall be subject 
to the approval of the Regional Forester or his representative. 
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Article 38. The Licensee shall, prior to impounding water in any project 
reservoir, clear all lands in the bottom and margin of such reservoir between 
the normal water elevation and a plane five feet below the spillway crest eleva- 
tion, and shall cut all trees and brush within the area below the minimum eleva- 
tion so that no brush or trees will protrude above the minimum elevation; and 
shall dispose of all temporary structures, unused timber, brush, refuse or in- 
flammable material resulting from the clearing of the lands or from the con- 
struction and maintenance of the project works. In addition, all trees along 
the margin of the reservoirs which may die during the operation of the project 
shall be removed. The clearing of the lands and the disposal of the material 
shall be done with due diligence and to the satisfaction of the authorized 
representative of the Commission. 

Article 39. The Licensee shall commence construction of the project, com- 
prised of the McCloud-Pit, Pit No. 6 and Pit No. 7 developments, not later than 
June 1, 1962, shall thereafter in good faith and with due diligence prosecute the 
construction, and shall complete the entire project on or before December 1, 
1965. 

Article 40. The Licensee shall, for the protection of navigation, construct, 
maintain and operate at its own expense such lights and other signals on fixed 
project structures in or over navigable waters of the United States as may be 
directed by the Secretary of the Department in which the Coast Guard is 
operating. 

Article 41. The Licensee shall submit in accordance with the Commission’s 
rules and regulations, revised Exhibit L drawings showing the design of struc- 
tures for all developments, and the Licensee shall not commence construction 
of any project structure until the Commission approves the exhibit. 

Article 42. The Licensee shall do everything reasonably within its power 
and shall require its employees, contractors, and employees of contractors to 
do everything reasonably within their power, both independently and upon re- 
quest of officers of the agency of the United States concerned, to prevent, make 
advanced preparations for suppression, and suppress fires on lands occupied 
under the license. Licensee is not hereby required to assume the responsibilities 
of others, especially in nonproject areas, nor estopped from recovery of its ex- 
penses or damages when appropriate. 

Article 43. The Licensee shall provide additional generating capacity at the 
project at such time as the Commission may direct and to the extent that it 
is economically feasible to do so, after notice and opportunity for hearing. 

Article 44. The Licensee shall, after notice and opportunity for hearing, co- 
ordinate the operation of the project with such other power systems as the Com- 
mission may direct in the interest of power and other beneficial public uses of 
water resources, the benefits of which shall be shared equitably by the partici- 
pants in such coordination. 

Article 45. The Licensee shall provide structures for the control of tempera- 
tures below the McCloud diversion dam in the interest of fish life, remove bar- 
riers to fish in the McCloud River which would occur because of reduced flows, 
and construct a barrier to the migration of rough fish from Shasta Lake into 
the McCloud River, as may be prescribed hereafter by the Commission upon the 
recommendation of the California Department of Fish and Game or the Secre- 
tary of the Interior, after notice and opportunity for hearing. 

Article 46. The Commission reserves the right to determine at a later date 
what additional transmission facilities, if any, shall be included in this license. 

(D) The exhibits described in finding (3) above are approved as part «f this 
license. 
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(BE) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and L. J. O’Connor, Jr. 


SOCONY MOBIL OIL COMPANY, INC., DOCKET NO. G—19516 
ORDER ON REHEARING MODIFYING TEMPORARY AUTHORIZATION 


(Issued August 18, 1961) 


On February 14, 1961, and April 6, 1961, Socony Mobil Oil Company, Inc., 
applied under Section 7(c) of the Natural Gas Act for permanent and temporary 
certificate authority to sell natural gas produced in the Laverne Field, Harper 
County, Oklahoma to Michigan Wisconsin Pipe Line Company. Socony styled 
these applications as Amendments No. 18 and 24, respectively, to its application 
in this docket, which involves Socony’s succession to Magnolia Petroleum Com- 
pany. Amendments 18 and 24 concern the dedication of additional acreage to 
the service covered by Magnolia’s application in Docket No. G-13324 and the 
related contract dated March 9, 1957 (now Socony Mobil F.P.C. Gas Rate 
Schedule No. 170). Socony proposed to sell gas produced from additional 
acreage under the terms of the original contract. These terms include an initial 
price of 17 cents per Mcf subject to upward adjustment for BTU content in 
excess of 1,000 BTU’s per cubic foot. 

On June 29, 1961, we issued conditional temporary authorization as to Amend- 
ments 18 and 24 and designated the amendatory agreements between Socony 
and Michigan Wisconsin as Supplements No. 6 and 7 to Socony Rate Schedule 
No. 170, such Supplements to be accepted for filing upon compliance with the 
conditions. Among other conditions our temporary authorization required elim- 
ination of the upward BTU adjustment as to the price of gas produced from 
the additional acreage pending further order in this proceeding. On July 28, 
1961, Socony timely filed an application for rehearing’, relying principally on 
Pure Oil Company v. F.P.C., No. 18243 CAT, decided July 7, 1961, 292 F. 2d 350. 

We have since had occasion to reconsider our policy regarding temporary 
authorizations for the sale of gas produced in this field and are satisfied that 
in these particular circumstances the public interest can be fully protected by 
imposition of conditions less rigorous than originally imposed here. Apache 
Oil Corp., Docket No. CI61—1422, temporary authorization issued July 31, 1961; 
cf. Coastal Transmission Corp., et al., Docket Nos. G—18338, et al., order issued 
August 9, 1961. Accordingly it is reasonable and appropriate that we modify 
the temporary authorization herein, as specified below, to accord with our cur- 
rent practice. 


The Commission orders: 
(A) Conditions (1) through (4) of the temporary authorization issued to 


Socony Mobil Oil Company, Inc., on June 29, 1961, be and are hereby rescinded 
and the following conditions substituted therefor : 


1 Socony has also requested an extension of time in which to comply with the conditions 
of our temporary authorization. 
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(1) The initial price for such service shall be 17.0 cents per Mcf at 14.65 
psia, subject to BTU price adjustment (as proposed by Socony herein), and 
further subject to Socony refunding to Michigan Wisconsin Pipeline Company 
any amounts collected (plus interest at 7% per year) in excess of the amount 
computed at the rate determined to be in accordance with the requirements 
of the public convenience and necessity in Docket No. G—19516, as to the services 
hereby authorized. 

(2) The above specified rate shall remain in effect until changed by further 
application and Commission order in this proceeding, Docket No. G—19516. 

(3) The temporary authorization with conditions attached shall be accepted 
as issued and without reservations for further review after commencement of 
service, on or before September 13, 1961, by written acceptance made by a re- 
sponsible official of the company. If reconsideration of such temporary au- 
thorization is sought, service hereunder shall not be started. If service is com- 
menced under this authorization, the conditions attached shall be effective and 
the service may not be discontinued without permission of the Commission 
issued pursuant to the provisions of the Natural Gas Act. 

(B) Except as hereinabove modified the temporary authorization issued to 
Socony on June 29, 1961, shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
and L. J. O’Connor, Jr. 


THE CALIFORNIA OREGON POWER COMPANY, PROJECT NO. 2082 
ORDER APPROVING EXHIBIT L DRAWING 


(Issued August 21, 1961) 


On June 28, 1961, The California Oregon Power Company, licensee for major 
Project No. 2082 filed for Commission approval an Exhibit L drawing relating 
to the proposed Iron Gate development. 

The drawing shows a revision in plans consisting of changing the spillway 
sluice gate from a tainter-type to a drop leaf-type, and increasing the length 
of the ungated fixed crest spillway section so as to keep the maximum-spillway 
discharge capacity fixed at about the same value it had prior to the change now 
proposed. The spillway, as now proposed, is capable of passing about 33,000 
efs of water with the water surface surcharged to elevation 2,333 feet, thus 
providing a remaining freeboard of about five feet. 


The Commission finds: 


The following described Exhibit L drawing, which supplements and super- 
sedes, insofar as it relates to the “Tainter Gate Spillway,” Exhibits L-—6, Sheet 
Nos. 1A and 2B (FPC Nos. 2082-127 and -129), now part of the license, conforms 
to the Commission's rules and regulations and should be approved as part of the 
amended license for the project: 

Exhibit L-9, Sheet 1 (FPC No. 2082-133) entitled “Iron Gate Development, 
Spillway Sluice Gate, Plan, Sections and Details” 


and Exhibits L-6, Sheet Nos. 1A and 2B (FPC Nos. 2082-127 and -129) to the 


extent that they have been supplemented and superseded, should be eliminated 
from the license—all as hereinafter provided. 


The Commission orders: 


The Exhibit L drawing described in the above finding as conforming to the 
Commission’s rules and regulations is approved as part of the amended license 
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for Project No. 2082, and the Exhibit L drawings mentioned in the same finding 
as being part of the license are eliminated from the license, to the extent that 
they have been supplemented and superseded. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and L. J. O’Connor, Jr. 


H. S. COLE, JR., ET AL., DOCKET NO. G-11712 














ORDER AMENDING ORDER APPROVING SETTLEMENT, PRESCRIBING REFUNDS, AND 
TERMINATING PROCEEDING 


(Issued August 21, 1961) 


This proceeding was consolidated for hearing with Union Texas Natural Gas 
Corporation, Docket No. G—11563. Hearing was held thereon, and the presid- 
ing examiner’s decision was issued on August 19, 1960. On June 27, 1961, 25 
FPC 1226, the Commission issued an order approving a proposed settlement, pre- 
scribing refunds, and terminating this proceeding. 

On May 29, 1961, an order was issued relieving certain producers, including 
H. 8. Cole, Jr., et al. (Cole), in Docket No. G—16063, of their obligation to make 
tax refunds to their customers if they had neglected to preserve their rights to 
refunds from Louisiana. Memphis Light, Gas and Water Division (Division) 
has filed an application for rehearing of that order. On July 26, 1961, Division 
tendered for filing an application for rehearing of the settlement order of June 
27, 1961, contending that the tax refund provision in paragraph (d) thereof 
should be conditioned upon the final disposition of the proceeding in Docket No. 
G-16063. 

On August 2, 1961, Cole filed an objection to Division’s application for rehear- 
ing, on the ground that Division has not been granted intervention in this pro 
ceeding. It appears from the record that Division participated to some extent 
in the hearing in Docket No. G—11712, filed a brief in the consolidated proceed- 
ings, and filed exceptions, in both proceedings, to the examiner’s decision. At 
no time, during or after the hearing, was any objection raised to Division’s par- 
ticipation. 

We find it to be in the public interest and equitable to all parties concerned, 
that the settlement order be amended to provide that Cole’s retention of the 0.875 


cent per Mcf tax item be subject to final disposition of the proceeding in Docket 
No. G-16063. 


























The Commission finds: 


For the reasons stated hereinabove, it is appropriate and in the public 


interest that the order approving settlement in this proceeding be amended as 
hereinafter ordered. 


The Commission orders: 


(A) Finding (1) of the aforementioned order issued June 27, 1961, is hereby 
deleted and the following is substituted in lieu thereof: 

(1) Based on all the foregoing, the settlement of the proceeding in Docket 
No. G—11712 on the basis of the rate settlement offer submitted by Cole, subject 
to the requirements herein ordered, is proper and in the public interest in carry- 
ing out the provisions of the Natural Gas Act, and the offer should be approved 
and made effective as hereinafter ordered. 
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(B) The aforementioned order is amended by the addition of the following 
ordering paragraph on page 4: 

(F) A 1.875 cents per Mcf tax reimbursement will be made to Cole for all 
volumes purchased from August 2, 1958, through November 30, 1958; provided, 
however, that 0.875 cent per Mcf of this amount will be retained by Cole subject 
to final disposition of the proceeding in Docket No. G—16068. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
and L. J. O’Connor, Jr. 


DILLINGHAM PUBLIC UTILITY DISTRICT NO. 1, PROJECT NO. 2295 
ORDER ISSUING PRELIMINARY PERMIT 


(Issued August 21, 1961) 

Application was filed March 31, 1961 by Dillingham Public Utility District No. 1, 
(Applicant), of Dillingham, Alaska, for a preliminary permit under Section 4 
(f) of the Federal Power Act (Act) for proposed Project No. 2295 to be located 
on Lake Elva and an unnamed stream in the Third Judicial Division, State of 
Alaska, approximately 45 miles north-northwest of Dillingham, and affecting 
lands of the United States. 

As described in the application, the proposed project, to be known as the Lake 
Elva Hydroelectric Project, would consist of: a dam at the outlet of Lake Elva 
to create approximately 350 feet of head above Lake Nerka; a spillway ; approx- 
imately one mile of steel penstock ; a powerhouse with 2,500 horsepower capacity 
and tailrace on the shore of Lake Nerka; and a transmission line to Dillingham. 

According to the application, the energy generated by the project would be dis- 
tributed by Applicant’s distribution system in the Dillingham-Kanakanek- 
Aleknagik area. 

The Public Service Commission of the State of Alaska advises it has no juris- 
diction over matters concerning the generation of power within the State of 
Alaska. 

An Assistant Secretary of the Interior, in commenting on the application, 
recommends for inclusion in any permit issued certain special conditions in 
the interests of fish and wildlife resources and for the salvage of archeological 
remains in the area involved—all as hereinafter provided. 

The Assistant Director of Civil Works for Northwestern Divisions, Office of 
the Chief of Engineers, Department of the Army, in commenting on the appli- 
cation, advises that the proposed project would not affect navigation or flood 
control interests of the Corps, and, therefore, no objection is made to issuance 
of a permit. 

Applicant requests a preliminary permit for a period of 24 months. 

No construction is authorized under a preliminary permit. A permit gives 
the permittee, during the period of the permit, the right to priority of applica- 
tion for license while the permittee undertakes the necessary studies and exam- 
inations, including the preparation of maps and plans, in order to determine 
the economic feasibility of the proposed project, the means of securing the neces- 
sary financial arrangements for construction, the market for the project power, 
and all other information necessary for inclusion in an application for license, 
should one be filed. 


The Commission finds: 


(1) Applicant is a municipal corporation organized under the laws of the State 
of Alaska. 
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(2) Public notice of the application has been given as required by the Act. No 
protest has been filed and no conflicting application is before the Commission. 
(3) The proposed project will affect lands of the United States, but not affect 
any Government dam, and no reason is apparent at this time for development 
of the proposed project by the United States. 


The Commission orders: 


(A) This preliminary permit is issued to Dillingham Public Utility District 
No. 1 (hereinafter referred to as the Permittee) for a period of 24 months, effec- 
tive as of August 1, 1961, for the sole purpose of maintaining priority of applica- 
tion for license for Project No. 2295, to be located on Lake Elva and an unnamed 
stream in the Third Judicial Division, Alaska, and affecting lands of the United 
States, subject to the terms and conditions of the Act, which is incorporated by 
reference as a part of this permit, and subject to such rules and regulations as 
the Commission has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, entitled ‘Terms and Conditions of Preliminary Permit” (16 FPC 1303-1305), 
which terms and conditions (designated as Articles 1 through 8) are attached 
hereto and made a part hereof; and further subject to the following special con- 
ditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of this permit to the Regional Engineer, Federal Power 
Commission, San Francisco, California, having supervision over the project, 
or to such other officer as the Commission may designate, accurate statements of 
the work accomplished during the period and of the work contemplated under 
this permit for the ensuing period. 

Article 10. The Permittee shall, during the period of this permit, cooperate 
with the U.S. Fish and Wildlife Service and the Alaska Department of Fish 
and Game with the specific intent of developing a plan which will cause the least 
damage to fish and wildlife resources and will provide such mitigation measures 
as may be desirable and reasonable. 

Article 11. The Permittee shall consult with the Regional Director, Region 
Four, National Park Service, 180 New Montgomery Street, San Francisco 5, Cali- 
fornia, to determine the cost of salvage of archeological remains which may be 
found in the project area. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgement of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and L. J. O’Connor, Jr. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. CP61-39 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued August 21, 1961) 


El Paso Natural Gas Company (Applicant) filed an application on February 2, 
1961, as amended on June 6, 1961, to amend the certificate heretofore issued by 
the Commission’s order of November 4, 1960, in Docket No. CP61-39 (24 FPC 918) 
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to authorize Applicant to sell and deliver natural gas to Western Slope Gas 
Company (Western Slope) directly rather than for the account of Public 
Service Company of Colorado (public Service), as hereinafter described, all as 
more fully described in the application herein. 

The Commission’s order of November 4, 1960, authorized Applicant to sell 
natural gas on a firm and interruptible basis from its 10%4-inch lateral located in 
Piceance Creek Field in Colorado to Public Service for resale and distribution 
in the Town of Rifle, Colorado, and environs. The gas was to be delivered by 
Applicant to Western Slope for the account of Public Service. Western Slope 
would transport and deliver the gas to Public Service at the Town of Rifle. 

Applicant states that there is a growing demand for natural gas service in 
several communities in western Colorado. Public Service states that it does not 
contemplate, at present, distributing gas in those communities and its corporate 
policy precludes sales of natural gas by it to others for resale. However, Appli- 
cant states that Western Slope expects to expand its natural gas service to pro- 
vide natural gas to such distributors for resale in Colorado. To implement this 
objective, Western Slope desires to become a purchaser of gas from El Paso at its 
Piceance Creek delivery point for the eventual transportation and resale to dis- 
tributors in western Colorado, including Public Service. Western Slope’s exist- 
ing transmission system will be utilized for such services and will be extended as 
the need arises. 

The volumes of gas, the source of gas, the facilities involved and the rates 
charged by El Paso will remain the same and Public Service will continue to 
render the present service to the Town of Rifle and environs. 

Concurrently with the filing of its application to amend, applicant filed Orig- 
inal Sheets Nos. 7A and 7B, consisting of its proposed initial Rate Schedule 
PL-2, and its Original Sheets Nos. 7C and 7D, consisting of its proposed initial 
Rate Schedule PL-3. Applicant also filed First Revised Sheets Nos. 17, 38, 
39, 39A, 39B and 41, and Second Revised Sheets Nos. 37, 40 and 42 constituting 
a change in Rate Schedule I and a revised form of service agreement. Appli- 
eant’s proposed initial Rate Schedule PL-2 (Intermediate Pipeline Service) 
is applicable to firm sales of natural gas to Western Slope. El Paso’s initial 
Rate Schedule PL-3 (Interruptible Pipeline Industrial Service) is applicable 
to interruptible sales of natural gas to any purchaser for resale to distribu- 
tion companies for resale to industrial consumers when purchaser is buying 
gas under Applicant’s Rate Schedule PL-2. 

The level of rates in proposed Rate Schedules PL-2 and PL-3 are the same 
as the level of rates in Applicant’s presently effective Rate Schedules DI-1 
and I-1, respectively, for distributors, and all other provisions of the proposed 
rate schedules are essentially similar to Rate Schedules DI-1 and I-1 except 
that the latter do not contemplate sales to a pipeline company for resale. 

Rate Schedule DI-1 is effective subject to refund in Docket No. G—13202 and 
if the rate level under said rate schedule is ultimately reduced then the rate 
level of the Rate Schedule PL-2 should be reduced in the same manner and 
such reduction should be effective as of the date proposed Rate Schedule PL-2 
is made effective hereunder. 

On June 14, 1961, Applicant tendered for filing two initial service agreements, 
each dated May 5, 1961, for delivery to Western Slope under Applicant’s Rate 
Schedule PL-2 and PL-3. Applicant also tendered for filing, notices of can- 
cellation of the agreement with Public Service for the sale of gas under Rate 
Schedules I-1 and S-1 and an agreement with Public Service for Delivery 
under Rate Schedule DS-1. 
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The Commission finds: 


It is necessary and appropriate in carrying out the provisions of the Natural 
Gas Act, and the public convenience and necessity require that the certificate 
heretofore issued in Docket No. CP61-39 be amended as hereinafter ordered 
and conditioned. 


The Commission orders: 


(A) The certificate of public convenience and necessity heretofore issued in 
Docket No. CP61-39 by the Commission’s order of November 4, 1960 (24 FPC 
918) is amended to authorize El Paso Natural Gas Company to sell natural 
gas directly to Western Slope Gas Company in lieu of delivery to Western 
Slope for the account of Public Service. The gas would then be transported 
and sold by Western Slope to Public Service for resale in Rifle as described 
above and as more fully described in the application to amend filed herein. 

(B) The authorization granted herein is conditioned to require the rate level 
of Rate Schedule PL-2 be reduced in the same manner as any reduction in 
the level of rate in Rate Schedule DI-1 now subject to refund in Docket No. 
G-13002 and such reduction shall become effective as of such date as Rate 
Schedule PL-2 is made effective in said proceeding. 

(C) All rate filings described above are accepted to be effective concurrently 
with the issuance of this order. 

(D) In all other respects said certificate shall remain unchanged and in full 
force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C, Swidler 
and L. J. O’Connor, Jr. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. CP61-108 
ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued August 21, 1961) 


On June 23, 1961, El Paso Natural Gas Company (Applicant) filed a petition 
to amend the Commission’s order issued in Docket No. CP61-108 on January 9, 
1961, by increasing the authorization granted therein as follows: 

(1) To permit the construction and operation of 10 additional main line 
measuring and regulating stations, together with the standard appurtenances 
necessary for the operation thereof ; 

(2) To increase the limitation of total expenditures for the construction of 
facilities under said authorization from $800,500 to $860,500; and 

(3) To increase the limitation of total annual deliveries of natural gas under 
said authorization from a maximum of 2,904,000 Mcf to a maximum of 7,000,000 
Mcf. 

It appears that as of the date of the subject petition to amend, Applicant had 
installed, designated for installation or requested for installation twelve (12) 
measuring and regulating stations. The authorization granted on January 9, 
1961, was for not more than fifteen (15) such measuring and regulating stations 
to be installed during the calendar year 1961. 

Based upon current experience for the year 1961 to date, Applicant anticipates 
that it will receive more than three requests for service during the remainder of 
the calendar year which will require the installation of measuring and regulating 
stations. Also, Applicant states that the annual volume of natural gas to be 
delivered through each of the measuring and regulating stations either installed, 
designated for installation or pending is, on the average, higher than expected. 
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Accordingly, Applicant requests amendment of said order issued January 9, 
1961, in the above respects. All other limitations in said order as to number 
of main line taps, lateral or branch pipelines, their costs and the volumes of 
natural gas to be delivered through same, would remain as presently authorized. 


The Commission finds: 


It is necessary and appropriate in carrying out the provisions of the Natural 
Gas Act and the public convenience and necessity require that the order of the 
Commission issued on January 9, 1961, in Docket No. CP61-108 be amended as 
hereinafter ordered. 

The Commission orders: 


(A) Ordering paragraph (D) of the order of the Commission issued on 
January 9, 1961, in Docket No. CP61-108 be and the same is hereby amended to 
read as follows: 


(D) The authorization granted in paragraph (A) above is hereby limited to 
construction during the calendar year 1961, the number of main line measuring 
and regulating stations, together with the standard appurtenances necessary 
for the operation thereof, is limited to not more than twenty-five (25), the total 
expenditures for facilities to be constructed are limited to $860,500, and deliver- 
ies of natural gas under this authorization are hereby limited to a maximum of 
500 Mecf per day per tap, 5,000 Mcf per day per meter station and 5,000 Mcf 
per day for each of the two lateral pipelines, with total annual deliveries lim- 
ited to a maximum of 7,000,000 Mcf, as proposed. 


(B) In all other respects said order shall remain unchanged and in full force 
and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and L. J. O’Connor, Jr. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-19040; PERMIAN 
BASIN PIPELINE COMPANY, DOCKET NO. G—19041 


ORDER DENYING APPEAL FROM PRESIDING EXAMINER’S RULING 


(Issued August 21, 1961) 


On July 21, 1961, Northern Natural Gas Company (Northern) : filed an ap- 
peal from the ruling of the presiding examiner, denying Northern’s “Motion For 
Orders Directing Responses To Interrogatories”, filed May 23, 1961. 

Northern, in such motion, requests the Commission to issue appropriate orders 
requiring Fuels Research Council, Inc., National Coal Association, United Mine 
Workers of America, Mid-West Coal Producers Institute, Inc., Upper Lake Dock 
Coal Bureau, Inc., and the Chesapeake & Ohio Railway Company (hereinafter 
referred to collectively as “Coal Intervenors”), intervenors in these consolidated 
proceedings, to supply responses to interrogatories relating to facts in connec- 
tion with their identity, alleged interests in and alleged aggrievement that may 
result from the matters under consideration in these consolidated proceedings. 
On June 12, 1961, the Coal Intervenors filed their answer to Northern’s motion, 
and thereafter on June 19, 1961, Northern filed a “Motion for Leave to File Reply 
to Answer to Motion For Orders Directing Responses to Interrogatories”. This 
matter was before the presiding examiner for his decision and on June 27, 1961, 
he issued an order denying Northern’s motion concluding that it was premature. 


2 Permian Basin Pipeline Company was merged into Northern Natural Gas Company on 
December 30, 1960. 
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Northern in its direct case raised the issue of the competitive relationship be- 
tween the coal and natural gas interests by introducing evidence consisting of 
testimony and exhibits concerning the competitive situation as between sales 
of interruptible gas and coal, the amounts of natural gas displaced by “dump” 
coal, together with figures to indicate transportation and incremental mining 
costs. The Coal Intervenors in their application for rehearing, on the issue of 
their intervention in these proceedings, countered by alleging that they will be 
subject to serious and substantial losses in revenues and income by reason of 
displacement of large tonnages of coal by gas, if Northern’s proposed commodity 
rates are adopted in these proceedings. 

Unsupported allegations of aggrievement by the Coal Intervenors do not pro- 
vide a sufficient showing of injury to the various members represented by these 
Coal Intervenors, where such allegations have been questioned. It is therefore 
incumbent upon these Coal Intervenors to make a showing during the hearing 
of the nature and character of their aggrievement. 

Northern will have ample opportunity to cross-examine the Coal Intervenors 
and establish on the record those matters which it seeks by way of its inter- 
rogatories. Accordingly, in the interest of an orderly hearing, Northern’s appeal 
from the ruling of the presiding examiner denying its “Motion for Orders Direct- 
ing Responses to Interrogatories” should be denied. 


The Commission orders: 


The due and timely administration of the Commission’s functions under the 
Natural Gas Act require that the appeal of Northern be denied. 


The Commission orders: 


The appeal from the presiding examiner’s ruling issued June 27, 1961, filed 
by Northern herein on July 21, 1961, is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and L. J. O’Connor, Jr. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. CP60-39 
ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued August 21, 1961) 


The Commission’s order issued August 4, 1960, in the above-entitled proceed- 
ing provided, among other things, that Northern Natural Gas Company be issued 
a certificate of public convenience and necessity to construct 7,000 horsepower 
compressor units at the new Spearman, Texas, Compressor Station. 

A total of 6,800-horsepower compressor units have been installed in the 
Spearman Compressor Station according to the comparative cost statement filed 
on June 30, 1961, by Northern Natural Gas Company. 


The Commission finds: 


It is in the public interest and appropriate in carrying out the provisions of 
the Natural Gas Act to amend the order of August 4, 1960, to authorize the 
installation of 6,800-horsepower compressor units at the Spearman, Texas, 
Compressor Station, in lieu of 7,000 horsepower to conform the authorization 
to the actual installation. 
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The Commission orders: 


(A) The certificate of public convenience and necessity heretofore granted by 
the Commission order issued August 4, 1960, be and is hereby amended to 
authorize the installation of 6,800-horsepower compressor units at the Spear- 
man, Texas, Compressor Station, in lieu of the 7,000-horsepower compressor 
units originally authorized. 

(B) In all other respects, said order issued August 4, 1960, in Docket No. 
CP60-39 shall remain unchanged and in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and L. J. O’Connor, Jr. 


HOUSTON TEXAS GAS AND OIL CORPORATION, DOCKET NO. G-—9262 


ORDER FURTHER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued August 22, 1961) 


On February 3, 1961, as supplemented on March 17, 1961, Houston Texas Gas 
and Oil Corporation (Applicant) filed a motion for extension of time to com- 
plete and commence operation of certain facilities authorized, among other 
things, by the Commission’s order accompanying Opinion No. 301 in Docket 
Nos. G-9262, et al., issued December 28, 1956, as amended, and particularly as 
amended by order issued October 28, 1959, which order extended the time for 
completion of certain of the authorized facilities to March 1, 1960. 


The facilities for which an extension of time is requested in the subject motion 
are: 


(1) approximately two (2) miles of 34-inch lateral pipeline extending from 
a point on Applicant’s Lakeland, Florida, lateral pipeline, and a meter and reg- 
ulator station, to sell and deliver natural gas to the Teneroc, Florida, plant of 
the Coronet Phosphate Company, a division of Smith Douglass Company, Inc. 
(Coronet) ; and 

(2) approximately 600 feet of 6-inch lateral pipeline extending from a point 
on said Lakeland lateral, and a meter and regulator station, to sell and deliver 
natural gas to the City of Lakeland at its municipally owned and operated elec- 
tric generating plant for use therein. 

It appears that the facilities to serve Coronet were not constructed by March 
1, 1960, because Coronet was not ready to receive such service, but that Coronet 
has informed Applicant it is now ready and desires the service, pursuant to the 
contract between Applicant and Coronet dated October 19, 1955, as amended on 
June 5, 1958, May 15, 1959, and January 19, 1961. The estimated cost of said 
facilities is $37,000. 

It further appears that the facilities to serve the generating plant of the City 
of Lakeland were available and ready for installation but that the City would 
not accept delivery of gas nor provide a meter station site prior to March 1, 1960, 
because the contract between Applicant and the City was in process of renego- 
tiation. The renegotiated contract was executed on July 20, 1960. Actual cost 
of the subject facilities was $27,003. 

Applicant estimates its sales to the Teneroc plant of Coronet and to the City 
of Lakeland generating plant for each of the first three years of operation as 
follows: 


693-488—_64—__29 
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lst year 2d year 3d year 


Maximum} Annual | Maximum} Annual | Maximum]! Annual 


The renegotiated contract between Applicant and the City of Lakeland pro- 
vides for greater volumes than originally authorized by the Commission, but 
the total volumes presently involved should have no appreciable impact on the 
gas supplies available to Applicant. 

The extension of time for completion and commencement of operation of fa- 
cilities sought under the instant motion is 90 days from the date of issuance 
of this requested amending order. 


The Commission finds: 


It is necessary and appropriate in carrying out the provisions of the Natural 
Gas Act and the public convenience and necessity require that the order of the 
Commission accompanying Opinion No. 301 in Docket Nos. G—9262, et al., issued 
December 28, 1956, as amended, be further amended as hereinafter ordered. 


The Commission orders: 


(A) The order of the Commission accompanying Opinion No. 301 in Docket 
Nos. G—9262, et al., issued December 28, 1956, as amended, be and the same is 
hereby further amended to extend for 90 days from the date on which this 
amending order issues the time within which Houston Texas Gas and Oil 
Corporation shall complete and commence operation of the facilities herein- 
before described and more fully described in the subject motion for extension 
of time filed on February 3, 1961, as supplemented on March 17, 1961, in this 
docket, and to increase the authorization for the sale of natural gas by Applicant 
to the City of Lakeland on a preferred interruptible basis for use in said City’s 
electric generating plant to a maximum of 3,212,000 Mcf per year (of gas having 
a heating value of 1,000 Btu per cubic foot). 

(B) In all other respects said order, as amended, referred to in paragraph 
(A) above shall remain unchanged and in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. CP61-152 
ORDER DENYING APPLICATION OF MID-AMERICA PIPELINE COMPANY FOR REHEARING 


(Issued August 23, 1961) 


On July 24, 1961, Mid-America Pipeline Company (Mid-America) filed herein 
an application for rehearing of the Commission’s order of June 23, 1961, 25 
FPC 1205, denying Mid-America’s motion to show cause why Northern Natural 
Gas Company (Northern) and Northern Gas Products Company (Northern 
Products) should not be required to file an application for a certificate of public 
convenience and necessity authorizing the construction and operation of the 
proposed hydrocarbon extraction plant at Bushton, Kansas, and the pipeline 
connections between such plant and Northern’s transmission system. 
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As grounds for said application, Mid-America alleges that the application 
of Northern seeks a certificate authorizing the installation of certain relatively 
minor pipeline improvements and new facilities on its main transmission system 
within the State of Kansas, so as to utilize Northern’s transmission facilities to 
transport liquefiable hydrocarbons contained in the gas stream to a large ex- 
traction plant which has been constructed near Northern’s compressor station 
at Bushton, Kansas to be operated by Northern’s wholly owned subsidiary, 
Northern Products. Mid-America states that Northern’s and Northern Prod- 
ucts’s plans for the extraction of liquids at Bushton and the transportation 
of the liquids beyond Bushton would be directly competitive with Mid-America’s 
service. 

Mid-America complains, among other things, of the denial of its motion for 
an order to show cause because, it says, the Commission’s denial is on the sole 
stated ground that the “construction and operation of the proposed hydrocarbon 
extraction plant at Bushton, Kansas, is not essential to the transportation of 
natural gas in interstate commerce or to the sale in interstate commerce of 
natural gas for resale.” 

Mid-America says the purpose of its motion was to provide a hearing on the 
subject of jurisdiction. Mid-America’s motion also incorporates the allega- 
tions of its motion to show cause. 

This issue of jurisdiction was before the Commission in the case of Pan- 
handle Eastern Pipe Line Company, et al., 12 FPC 686, 1.c. 697, affirmed by the 
Commission on October 23, 1953 and reported at 12 FPC 706. The Commission 
in that case made a specific finding that the pronosed extraction plant to be 
constructed and owned by National Petro-Chemicals Corp. but operated by 
Panhandle at the entire expense of Petro-Chemicals, and through which a con- 
tinuous stream of natural gas would flow, as well as the facilities incidental 
to said extraction plant* were not facilities for the transportation or the sale 
for resale of natural gas in interstate commerce. Instead, the Commission said 
that the primary function of the extraction plant and the facilities incidental 
thereto was extraction of hydrocarbons, not transportation. 

Contrary to the statement of movant in its original motion to show cause, this 
decision was not overruled by the case of City of Detroit v. F.P.C., 230 F. 2d 
810. As pointed out in our order of June 23, 1961, the cases cited by Mid- 
America, i.e., City of Detroit v. F.P.C., 230 F. 2d 810, 819-821 (CADC 1955) 
cert. den. 352 U.S. 829 (1956) ; Cities Service Gas Co. v. F.P.C., 155 F. 2d 694, 
703 (CA10 1946), cert. den. 329 U.S. 773 (1946) ; Hope Natural Gas Co. v. F.P.C., 
134 F. 2d 287, 307-308 (CA4 1948) rev’d on other grounds 320 U.S. 591 (1943), 
related to the crediting to the cost of service of the natural gas companies the 
revenues received from the operation of extraction plants. These cases did not 
hold that the companies should obtain certificates to construct facilities, the 
primary function of which was the extraction of hydrocarbons. 


The Commission finds: 


The application of Mid-America Pipeline Company for rehearing of the Com- 
mission’s order denying motion for an order to show cause issued June 23, 1961, 
sets forth no new facts or principles of law which were not fully considered by 


1The 34-inch service line constructed by Petro-Chemicals, the valve and connection 
which Panhandle has installed between its main line 200 and the 34-inch service line, 
and also meters “A” and “B” installed by Panhandle on the service line as it leads to 
and comes from the extraction plant, the functions of which facilities were to provide 
and measure a stream of natural gas from which ethane and the heavier hydrocarbon 
gasses were to be extracted. 
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the Commission when it issued said order of June 23, 1961, or which having 
now been considered warrant any change or modification of said order. 


The Commission orders: 


The application of Mid-America Pipeline Company for rehearing of the Com- 
mission’s order denying Mid-America’s motion to show cause issued June 23, 
1961, be and the same is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 


CITIES SERVICE GAS COMPANY, DOCKET NO, CP60-32 


ORDER GRANTING MOTION TO AMEND ORDER ISSUING CERTIFICATE OF PUBLIC 
CONVENIENCE AND NECESSITY 


(Issued August 24, 1961) 


Cities Service Gas Company (Applicant) filed on April 18, 1961, a motion 
to amend the certificate of public convenience and necessity issued herein on 
December 27, 1960, 24 FPC 1127. 

In said order Applicant was authorized to construct and operate the following 
facilities, among others, hereinafter set out by paragraphs in the same way as 
said facilities are described in said order: 


“ALDEN STORAGE PROJECT” 


“(e) In 1961, construct a 1,350-horsepower addition to Applicant’s Lyons 
Compressor Station and replace present station piping with high pressure pipe 
and related fittings.” 


“INCREASE Capacity Kansas—Hvueoron 26” 


“(a) In 1960, construct a 3,600-horsepower compressor station near Monte- 
zuma, Kansas, located in the Northwest Quarter (NW 44) of Section 25, Town- 
ship 28 South, Range 29 West, Gray County, Kansas. Also construct an 1,800- 
horsepower addition to this station in 1961. 

“(b) In 1960, construct a 3,600-horsepower compressor station near Stafford, 
Kansas, located in the Northwest Quarter (NW %) of Section 19, Township 
25 South, Range 11 West, Stafford County, Kansas; and construct an 1,800- 
horsepower addition to this station in 1961. 

“(ce) In 1960 install turbocharging equipment on one existing 1,350 horse- 
power unit thus increasing the rating of this engine to 1,800 horsepower at Ap- 
plicant’s existing Ulysses Compressor Station located in the Southwest Quarter 
(SW 4%) Section 28, Township 28 South, Range 38 West, Grant County, Kansas. 
Also construct an 1,800-horsepower addition in 1961. 

“(d) In 1960, install turbocharging equipment to the present 1,350-horsepower 
unit to increase the rating to 1,800 horsepower, at Applicant’s Sublette Compres- 
sor Station, located in the Northeast Quarter (NE 4) of Section 2, Township 
29 South, Range 33 West, Haskell County, Kansas. Also construct a 1,350 horse- 
power addition to this station in 1962. 

“(e) Construct an 1,800-horsepower addition to Applicant’s Hugoton Compres- 
sor Station, located in the Northeast Quarter (NE 44) of Section 3, Township 
29 South, Range 35 West, Grant County, Kansas, in 1961. 

“(f) In 1961, construct a new compressor station of 800 horsepower to com- 
press the gas received from United Producing Company, located approximately 
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in the Southeast Quarter (SE %4) of Section 27, Township 29 South, Range 35 
West, Grant County, Kansas. 

“(g) In 1961, loop Applicant’s existing 26-inch pipeline with 2.7 miles of 26- 
inch pipeline on the discharge side of the proposed Montezuma Station extend- 
ing from the proposed station in the Northwest Quarter (NW %4) of Section 25, 
Township 29 South, Range 29 West, thence East, paralleling the present 26-inch 
line to the Northeast Quarter (NE 4) of Section 29, Township 29 South, Range 
28 West, all in Gray County, Kansas. 

“(h) In 1961, construct an 1,800-horsepower addition and turbocharge the 
present 6-1,100-horsepower units to a rating of 1,350 horsepower each, at Ap- 
plicant’s Hesston Compressor Station located in the Southwest Quarter (SW 
¥%) of Section 8, Township 22 South, Range 1 West, Harvey County, Kansas. 

“(i) In 1961, construct a 5,400-horsepower compressor station near the town 
of Americus, Kansas, located in the Northwest Quarter (NW %4) of Section 
23, Township 18 South, Range 10 East, Lyon County, Kansas. Also construct 
an 1,800-horsepower addition to this station in 1962. 


“Atva COMPRESSOR STATION” 


“(a) In 1960, construct an 1,800-horsepower addition to Applicant’s Alva 
Compressor Station, located in the Northeast Quarter (NE 4) of Section 36, 
Township 28 North, Range 14 West, Woods County, Oklahoma”. 

Applicant requests that said certificate be amended to grant Applicant author- 
ity to construct and operate the following facilities instead of those described 
above. The facilities hereinafter listed are listed in comparable paragraphs to 
those set out above, and are in substitution, paragraph for paragraph. Addi- 
tional new facilities are so indicated. 


ALDEN STORAGE PROJECT 


(e) In 1961, construct a 2,400-horsepower addition to Applicant’s Lyons Com- 
pressor Station. 
INCREASE CAPACITY KANSAS-HUGOTON 26’’ 


(a) In 1960, construct a 4,000-horsepower compressor station near Monte- 
zuma, Kansas, located in the Northwest Quarter (NW 14) of Section 25, Town- 
ship 28 South, Range 29 West, Gray County, Kansas. Also construct a 2,000- 
horsepower addition to this station in 1961. 

(b) In 1960, construct a 4,000-horsepower compressor station near Stafford, 
Kansas, located in the Northwest Quarter (NW 4) of Section 19, Township 25 
South, Range 11 West, Stafford County, Kansas; and construct a 2,000-horse- 
power addition to this station in 1961. 

(ec) In 1960, install turbocharging equipment on one existing 1,350-horsepower 
unit thus increasing the rating of this engine to 1,800 horsepower at Applicant’s 
existing Ulysses Compressor Station located in the Southwest Quarter (SW 4) 
Section 28, Township 28 South, Range 38 West, Grant County, Kansas. Also 
construct a 2,000-horsepower addition to this station in 1961. 

(d) In 1960, install turbocharging equipment to the present 1,350-horsepower 
unit to increase the rating to 1,800 horsepower, at Applicant’s Sublette Com- 
pressor Station, located in the Northeast Quarter (NE 4) of Section 2, Town- 
ship 29 South, Range 33 West, Haskell County, Kansas. 

(e) In 1961, construct 4.82 miles of 30-inch, looping present 26-inch, beginning 
at the end of present 30-inch in the Southeast Quarter of Northeast Quarter (SE 
¥% of NE) of Section 2, Township 29 South, Range 36 West, thence East to the 
intake of Applicant’s Hugoton Compressor Station in the Northeast Quarter 
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(NE 4) of Section 3, Township 29 South, Range 35 West, all in Grant County, 
Kansas. 

(f) In 1961, construct a new 1,100-norsepower compressor station to com- 
press the gas received from United Producing Company, located on the present 
Hugoton Compressor Station site in the Northeast Quarter (NE 4) of Section 
3, Township 29 South, Range 35 West, Grant County, Kansas. 

(g) In 1961, loop Applicant’s existing 26-inch pipeline with 10 miles of 26- 
inch pipeline on the discharge of the proposed Montezuma Compressor Station 
extending from the proposed station in the Northwest Quarter (NW \% of Sec- 
tion 25, Township 28 South, Range 29 West, thence East paralleling the present 
26-inch pipeline to the Southeast Quarter (SE 44) of Section 21, Township 28 
South, Range 27 West, all in Gray County, Kansas. 

(h) In 1961, construct a 4,000-horsepower addition to Applicant’s Hesston 
Compressor Station located in the Southwest Quarter (SW ‘4 of Section 8, 
Township 22 South, Range 1 West, Harvey County, Kansas. Also turbocharge 
the present 6-1,100-horsepower units to a rating of 1,350 horsepower each in 1962. 

(i) In 1961, construct a 6,000-horsepower compressor station near the town 
of Americus, Kansas, located in the Northwest Quarter (NW %) of Section 23, 
Township 18 South, Range 10 East, Lyon County, Kansas. 

(j) In 1961, install additional dehydration facilities at Applicant’s Hugoton 
Compressor Station located in the Northeast Quarter (NE ) of Section 3, Town- 
ship 29 South, Range 35 West, Grant County, Kansas. [These dehydration fa- 
cilities are additional facilities and are not in substitution of prior requested 
facilities. ] 


ALVA COMPRESSOR STATION 


(a) In 1961, construct a 2,400-horsepower addition to Applicant’s Alva Com- 
pressor Station, located in the Northeast Quarter (NE) of Section 36, Town- 
ship 28 North, Range 14 West, Woods County, Oklahoma. 

Applicant states that in connection with the Alden Storage Project, it was 
discovered that certain needed equipment was unavailable because of the age of 
the original installation and that the cost of such additional high-pressure 
facilities would exceed the cost of installing a new 2,400 horsepower unit at 
the Lyons Station. 

With respect to the proposed changes in construction and operation of the 
projects increasing the capacity of Applicant’s Kansas-Hugoton 26-inch line, 
Applicant states that the changes in horsepower units in its proposed compressor 
stations near Stafford and Montezuma proposed for the 1960 construction, as 
described in subparagraphs (a) and (b) supra, are proposed because the manu- 
facturer and Applicant agreed, after experimenting, that the units involved 
should be rated at 2,000 horsepower instead of 1,800 horsepower at which they 
were originally rated. No additional payment was made to the manufacturer 
after this change in rating. Accordingly, Applicant now requests that it be 
authorized to install a 2,000-horsepower unit, each at its Montezuma, Stafford 
and Ulysses Stations for the 1961 construction described in subparagraphs (a) 
(b) and (c). However, Applicant will pay for the full 2,000-horsepower rating 
on such engines installed in 1961. 

In subparagraph (d) Applicant proposes the deletion of a 1,350-horsepower 
addition to its Sublette Compressor Station in 1962, because, it says, it can be 
deferred at this time at an estimated saving of $401,000, although it may be 
necessary to install some addition in horsepower in the Sublette Station in the 
years following 1962. 

Applicant states that recalculation has shown that 4.82 miles of 30-inch pipe- 
live, looping the present 26-inch line, can be installed leading into the intake 





FEDERAL POWER COMMISSION 423 


of the Hugoton Station, and that the same effect can be achieved as by the 
construction of the 1,800-horsepower addition originally proposed in subpara- 
graph (e) for 1961 construction. Applicant shows that this will result in a 
saving of $120,000. 

Applicant further shows that reexamination of the volumes of gas to be re- 
ceived from United Producing Company indicate that 1,100 horsepower should 
be added in 1961 rather than 800 horsepower as originally proposed in sub- 
paragraph (f). Applicant states that the additional expenditure of $20,000 
over that authorized is an economical expenditure that should be made because 
the 1,100 horsepower can be expanded more easily in the future because of 
readily available turbocharging. 

With respect to the facilities described in subparagraph (g), Applicant states 
that the 2.7 miles of 26-inch loop originally proposed on the discharge side of 
the proposed Montezuma Station needs to be extended to 10 miles of 26-inch 
line in order to handle the increased flows of gas. 

In subparagraph (h) Applicant proposes to install two 2,000-horsepower addi- 
tions in its Hesston Compressor Station in 1961 rather than the authorized 
construction of 1,800 horsepower. This will enable Applicant to avail itself 
of the same type of engines as that described in the motion as being installed 
in Applicant’s Montezuma and Stafford Stations in 1960. Applicant shows that 
additional horsepower is needed in order to handle the increased flows of gas. 
The turbocharging of the present 1,100-horsepower units to a rating of 1,350 
horsepower each, originally proposed for 1961, is now proposed to be delayed 
until 1962. 

Applicant now proposes to construct a 6,000-horsepower station near the town 
of Americus, Kansas, in 1961 instead of a 5,400-horsepower station originally 
proposed in subparagraph (i) for 1961 and to delete the construction of the 
additional 1,800 horsepower in 1962. This change will enable Applicant to avail 
itself of the new uniform 2,000-horsepower units in 1961. By this arrangement, 
the additional 1,800 horsepower scheduled for 1962 will not be needed. 

In subparagraph (j), Applicant proposes dehydration facilities at Applicant’s 
Hugoton Compressor Station at a cost of $200,000 in order to process properly the 
increased flows of gas. 

With reference to the new proposal for the Alva Compressor Station, Appli- 
cant shows that upon further study of the supply situation in the Barber County 
area it was indicated that additional compression was needed in order to main- 
tain the existing level of its takes from Barber County. The cost of this change 
will be increased from $445,000 to $460,000. 

Applicant estimates that the cost of the entire project as revised will be 
$10,855,700. The changes proposed will increase the cost by $362,900 over the 
cost of the presently certificated facilities. 

Applicant shows that the revised design of the Kansas-Hugoton line facilities 
will result in an increase in capacity of approximately 25,000 Mcf per day. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 15, 1961, respecting the matters involved in and the issues presented 
by the motion herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Staff counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30(c) (1) 
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[18 CFR 1.30(c) (1) ] of the Commission’s Rules of Practice and Procedure hav- 
ing been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(2) It is necessary and appropriate in carrying out the provisions of the Nat- 
ural Gas Act, and the public convenience and necessity require, that the certifi- 
cate of public convenience and necessity heretofore issued herein on Decem- 
ber 27, 1960, should be amended as hereinafter ordered. 


The Commission orders: 


(A) The certificate of public convenience and necessity issued herein to Cities 
Service Gas Company on December 27, 1960, be and it is hereby amended and 
said Cities Service Gas Company is hereby authorized to construct and operate 
the facilities herein before described, to be substituted and added in substitution 
for and in addition to those facilities authorized by said order of December 27, 
1960, all as more fully described in said motion to amend, for the transportation 
and sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ec) (4), and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the amended certificate 
granted in paragraph (A) above and to the exercise of the rights granted there- 
under. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (b) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act is hereby fixed at 
19 months from the date on which this order issues. 

(D) In all other respects, said order of December 27, 1960, shall remain un- 
changed and in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 


HOUSTON TEXAS GAS AND OIL CORPORATION, DOCKET NO. CP61-126 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued August 24, 1961) 


On October 27, 1960, Houston Texas Gas and Oil Corporation (Applicant) filed 
an application in Docket No. CP61-126, pursuant to Section 7(c) of the Natural 
Gas Act, for a certificate of public convenience and necessity seeking authoriza- 
tion to construct and operate two and one-half miles of three and one-half inch 
pipe from its present sixteen inch Jacksonville lateral to the State of Florida 
Division of Corrections Raiford Prison installation (consisting of two prisons) in 
Bradford and Union Counties, near Raiford, Bradford County, Florida, where a 
meter and regulator station will be constructed, and to sell and deliver natural 
gas to Raiford Prison on a direct firm and a direct preferred interruptible basis, 
all as more fully set forth in the application. 

The gas will be used in cooking and in generation of steam for space heating, 
water heating and laundry. Oil will be the standby fuel. 

Applicant states that Prison No. 1 is now using oil and that its boiler facilities 
will be converted to gas. It further states that Prison No. 2 is in the process of 
completion and its boiler facilities are designed to use gas. 
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Applicant estimates the prison’s daily firm requirements to be a maximum of 
280 Mcf in the first year and 4 Mcf thereafter. The difference between Applicant’s 
maximum daily firm requirement in the first year and thereafter is explained by 
Houston as follows: 

The new prison is not expected to be in full operation until January 1, 1962, 
at which date the preferred interruptible service is anticipated to commence. 
The reduction of firm daily requirements from 280 Mcf to 4 Mcf occurs on 
that date. The existing prison will take firm gas until that date to en- 
hance the economic feasibility of the proposal. 

The prison’s daily preferred interruptible requirement is estimated to be 
795 Mcf. 

Applicant states that the total annual firm and interruptible volume of 129,730 
Mcf involved in the instant application is currently available in its existing 
system from presently authorized sources and is now being sold as direct 
primary interruptible (lowest priority). 

The proposed facilities, including engineering, contingencies, interest during 
construction and overhead and legal expenses, are estimated to cost about 
$46,100, which will be defrayed from cash on hand. 

Applicant was granted temporary authorization by letter dated December 
1, 1960. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
August 15, 1961, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application having been received, staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30(c) (1) of its Rules of Practice and 
Procedure. 

The Commission finds: 


(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission. 

(2) The proposed construction and operation of facilities and the delivery 
of natural gas by Applicant is subject to the requirements of Subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of facilities and the delivery 
of natural gas, as hereinbefore described, as more fully described in the appli- 
cation, are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) The public convenience and necessity require that the general terms 
and conditions set forth in paragraph (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter issued. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of said Rules. 


1 The application states the figures in therms, which are converted here to Mcf of 1,000 
Btu gas. 
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The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued 
authorizing Houston Texas Gas and Oil Corporation, pursuant to Section 7 
of the Natural Gas Act, to construct and operate facilities and deliver up to 
10,750 therms of natural gas per day to Raiford State Prison, as proposed 
in its application in Docket No. CP61-126. 

(B) The general terms and conditions set forth in paragraph (e) of Sec- 
tion 157.20 of the Commission’s General Rules and Regulations shall attach 
to the issuance of the certificate granted herein, and to the exercise of the 
rights thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 


IDAHO POWER COMPANY, PROJECT NO. 1971 
ORDER APPROVING REVISED PROJECT EXHIBIT 


(Issued August 24, 1961) 


On April 21, 1961, Idaho Power Company, licensee for major Project No. 1971, 
filed for Commission approval revised Exhibit K for the Low Hells Canyon de- 
velopment of the project. 

The revised exhibit would supersede the original Exhibit K (FPC No. 1971-25) 
filed May 15, 1953, which we have not as yet approved, and would enlarge the 
tentative project area of the Low Hells Canyon development to accommodate 
an access road leading to the Hells Canyon dam from a new bridge to be con- 
structed by the licensee across the Snake River just below the mouth of Pine 
Creek at the upper end of the proposed Hells Canyon reservoir. The proposed 
access road would be built on the right bank of the river (on the Idaho side) 
above the high-water level of the reservoir. The precise location of the road 
has not been determined. 

The proposed access road would affect lands of the United States under the 
supervision of the Bureau of Land Management, Department of the Interior, 
and forest lands within the Payette National Forest. 

The Low Hells Canyon development is farthest downstream of the three inte- 
grated developments of Project No. 1971. We have pending before us two appli- 
cations for license for alternate proposed Project Nos. 2243 and 2273, either of 
which, if constructed, would be located immediately downstream from the Low 
Hells Canyon dam authorized by order issued August 4, 1955 (14 FPC 55). Each 
of the alternate projects, as proposed, would be constructed to operate with 
normal pool elevation of 1,510 feet. The effect of the backwater from either 
of the downstream projects at such an elevation would cause the tailwater of 
the Low Hells Canyon development to rise to about elevation 1,515 feet for 
floods with reasonable probability of occurrence. Accordingly, in order that 
construction of the access road may proceed pending any Commission action 
on the applications for license for the proposed downstream project, we are 
imposing a condition to our approval of the afore-mentioned revised Exhibit K 
that the licensee shall design structures of the Low Hells Canyon development 
of Project No. 1971 so as to provide for a maximum tailwater elevation of 1,515 
feet. 

An Assistant Secretary of the Interior has informed us that his Department 
has no objection to our approval of the revised Exhibit K, since the license for 
the project contains provisions which will adequately protect lands under the 
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supervision of his Department, and, that no additional special conditions are 
necessary. 

The Chief, Forest Service, acting for the Secretary of Agriculture, has advised 
us that his Service has no objection to revision of the project boundary for 
development of an access road to the Hells Canyon site, as shown on the revised 
Exhibit K, but that because of the nature of the terrain and the difficulty of 
administering such a boundary, a further revised Exhibit K showing the final 
project boundary should be reviewed with the designated representative of the 
Forest Service in advance of filing such exhibit with our Commission. 

Inasmuch as we have not as yet prescribed annual charges in the license for 
Project No. 1971 for occupancy of United States lands by project structures 
except for transmission-line occupancy, and as revised project boundaries for 
the Low Hells Canyon development may be reflected in the revised Exhibit K 
required to be filed hereafter under Article 31 of the license, we are not now 
prescribing any such land charges. 


The Commission finds: 


(1) The afore-mentioned access road is part of the project as defined in 
Section 3(11) of the Federal Power Act. 

(2) The afore-mentioned revised Exhibit K (FPC No. 1971-190) dated March 
1961, entitled “Hells Canyon H.E. Development—Detail Map,” conforms to the 
Commission’s rules and regulations insofar as it shows the tentative project 
boundary and the tentative location of the access road, and should be approved 
as part of the license for the project as hereinafter provided. 


The Commission orders: 


The revised Exhibit K described in finding (2) above is approved as part of 
the license for Project No. 1971: Provided, however, That this approval is sub- 
ject to the conditions that a revised Exhibit K for the Low Hells Canyon develop- 
ment shall be filed by the licensee upon completion of the construction of the 
access road, and Provided, further, That the licensee shall design the structures 
of the Low Hells Canyon development for maximum tailwater elevation of 1,515 
feet. 

Commissioner O’Connor not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 


NIAGARA MOHAWK POWER CORPORATION, DOCKET NO. E-6640 


ORDER AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY TO CANADA AND SUPERSEDING 
PRIOR AUTHORIZATION 


(Issued August 24, 1961) 


Niagara Mohawk Power Corporation (Applicant), incorporated under the 
laws of the State of New York, with its principal place of business at Syracuse, 
New York, filed an application on May 8, 1961, as amended on May 11, 1961, for 
an order, pursuant to Section 202(e) of the Federal Power Act, authorizing 
an increase in the amount and rate of transmission of electric energy which 
Applicant may transmit from the United States to Canada. 

By Commission order issued March 16, 1956 (15 FPC 1231), Applicant was 
authorized to transmit electric energy from the United States to Canada in an 
amount not in excess of 400,000 kilowatt-hours per year at a rate of transmission 
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not to exceed 50 kilowatts over certain 4.8 kilovolt facilities specified in the 
Permit signed by the Chairman of the Federal Power Commission on January 24, 
1956, and released to Applicant concurrently with the issuance of the afore- 
mentioned Commission order, all in the above docket. Applicant now seeks to 
increase to 600,000 kilowatt-hours the maximum amount and to 100 kilowatts 
the maximum rate of transmission of electric energy which may be transmitted 
annually from the United States to Canada over the above-described facilities. 

The amount of electric energy which Applicant proposes to export, like that 
amount presently exported pursuant to the authorization heretofore granted in 
the above docket, is to be transmitted from a point near the Hamlet of Chap- 
man, Town of Fort Covington, Franklin County, New York, to a point on the 
international border between the United States and Canada near the St. Regis 
Indian Reservation No. 15, Huntington County, Province of Quebec, Canada, 
for delivery to The Shawinigan Water and Power Company (Shawinigan), 
Montreal, Canada. Shawinigan will purchase the energy proposed to be exported 
in accordance with a schedule of rates and charges set forth in the application. 

According to the application, the increased amount of power and energy pro- 
posed to be exported will be used by Shawinigan to meet the expanding electric 
requirements of its residential customers situated in the Chenail Road District 
of the St. Regis Indian Reservation No. 15. 

Written notice of the application has been given to the Public Service Com- 
mission of New York and to the Governor of that State. Notice of the applica- 
tion was also published in the Federal Register on May 26, 1961 (26 F.R. 4620), 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the application should, on or before June 12, 1961, file with the Federal 
Power Commission, Washington 25, D.C., a petition or protest in accordance with 
the Commission’s Rules of Practice and Procedure. No petition or protest or 
request to be heard in opposition to the granting of the application has been 
received. 


The Commission finds: 


The transmission of electric energy from the United States to Canada, as 
limited herein and as hereinafter authorized, will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 


The Commission orders: 


(A) Applicant is hereby authorized to transmit electric energy from the 
United States to Canada in accordance with the terms and conditions set forth 
in the application and subject to the provisions of this order. 

(B) The electric energy which Applicant is hereby authorized to transmit 
from the United States to Canada shall be in an amount not in excess of 600,000 
kilowatt-hours per year at a rate of transmission not to exceed 100 kilowatts ; the 
energy to be transmitted over the facilities specified in the Permit signed by the 
Chairman of the Federal Power Commission on January 24, 1956, and released 
to Applicant on March 16, 1956, as referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated by further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Permit 
signed by the Chairman of the Federal Power Commission referred to in Para- 
graph (B) above. 
























FEDERAL POWER COMMISSION 429 


(D) Applicant shall conduct all operations pursuant to the authorization here- 
in granted in accordance with the provisions of the Federal Power Act and 
pertinent rules and regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all electric energy transmitted from the United States to 
Canada pursuant to the authority herein granted ; shall make, keep and preserve 
full and complete records with respect to the movement of such energy; and 
shall furnish in triplicate to the Commission with respect to such transmission 
of electric energy, reports, annually, on or before February 15, showing the 
kilowatt-hours delivered, the maximum kilowatt rate of transmission, and the 
consideration received therefor during each month of the preceding calendar 
year. 

(F) This authorization to transmit electric energy from the United States 
to Canada shall not be transferable or assignable, but in the event of the in- 
voluntary transfer of facilities used for such transmission by operation of law 
(including such transfers to receivers, trustees, or purchasers under foreclosure 
or judicial sale), shall continue in effect temporarily for a reasonable time there- 
after, pending the making of an application for permanent authorization and de- 
cision thereon, provided notice is promptly given in writing to the Commission 
accompanied by a statement that the physical facts relating to sufficiency of 
supply, rates, and nature of use remain substantially the same as before the 
transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of any lawful authority 
vested in the State or State regulatory commission over Applicant. 

(H) This authorization is without prejudice to the authority of this Commis- 
sion, or any other regulatory body, with respect to rates, service, accounts, valua- 
tion, estimates or determinations of cost, or any other matter whatsoever now 
pending or which may come before this Commission, or any other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(I) The authorization herein granted shall supersede that heretofore granted 
by Commission order issued March 16, 1956, referred to above. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 


NORTH CENTRAL PUBLIC SERVICE COMPANY, DOCKET NO. CP61-306 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE OF 
NATURAL GAS 


(Issued August 24, 1961) 


North Central Public Service Company (Applicant) filed an application on 
June 5, 1961, as supplemented on June 29, 1961, for an order pursuant to Section 
7(a) of the Natural Gas Act, directing Midwestern Gas Transmission Company 
to establish physical connection between its existing transmission facilities and 
certain proposed facilities of Applicant, and the sale and delivery of natural gas 
to Applicant for resale in the Village of Milaca, Minnesota, as hereinafter 
described, all as more fully described in the application herein. 
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Applicant proposes to construct and operate approximately 1.55 miles of 
4-inch lateral from its proposed Milaca District Regulator Station in the Village 
to connect with Midwestern’s main line from Canada which crosses the State 
of Minnesota near Milaca. 

The application states that Applicant is incorporated under the laws of the 
State of Iowa and is engaged in the business of distributing natural gas in the 
counties of Princeton, Cambridge, Elk River, Anoka, Coon Rapids, Blaine, Spring 
Lake Park and Lexington, all within the State of Minnesota. Gas for these 
areas is purchased from Northern Natural Gas Company. 

Based on its experience in this area Applicant estimates its gas requirements 
for the Village of Milaca as follows: 


Annual (Mcf): 
Requirements : 210, 790 215, 840 
icici stein nnigicahapes canateaig identi icicalaoa mains nee meee f 43, 990 41, 130 


157, 650 166, 800 174,710 


NE NN spin dec ccenkedeictakcantbesaecendsiwescsbieabal 


| 1961-62 1962-63 1963-64 


Peak Day (Mcf) 300 350 


Applicant estimates its total cost of construction at the end of the third year 
for its proposed distribution system to be approximately $109,222 


ls 


Applicant proposes to finance its construction by the use of current funds and 
earnings. 

On June 15, 1961, Midwestern Gas Transmission Company filed an answer to 
the application stating that it had no objection to a Commission order directing 
the sale and that such sale would not place a burden on its present system and 
deliveries to its present customers. 

Due notice of the filing of the application and opportunity for hearing thereon 
has been given by publication in the Federal Register on August 5, 1961 (26 
FR 7071). No protest or petition to intervene has been filed in this proceeding. 


The Commission finds: 


(1) Midwestern Gas Transmission Company, a Delaware corporation having 
its principal place of business in Houston, Texas, is engaged in the transporta- 
tion and sale of natural gas in interstate commerce for resale for ultimate public 
consumption and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act as heretofore found by the Commission. 

(2) Applicant is a public utility duly authorized to sell and distribute 
natural gas in the State of Minnesota. 

(3) It is necessary and desirable in the public interest to direct Midwestern 
Gas Transmission Company to establish physical connection of its transmission 
system with the facilities proposed to be constructed and operated by the Ap- 
plicant as hereinbefore described and to sell and deliver to Applicant up to 350 
Mcf per day of natural gas under Midwestern’s appropriate rate schedules on 
file with the Commission. 

(4) The requirement that Midwestern serve Applicant, as proposed, will not 
place an undue burden upon Midwestern nor impair its ability to render ade- 
quate service to its existing customers. 
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I'he Commission orders: 


(A) Midwestern Gas Transmission Company be and it is hereby directed to 
establish physical connection of its transmission system with the facilities of 
Applicant, as hereinbefore described together with such metering, regulating 
and appurtenant facilities as may be required therefor, and to deliver and sell 
up to 350 Mcf per day of natural gas to Applicant pursuant to Midwestern’s 
appropriate rate schedules on file with the Commission, providing Applicant 
commences the purchase of natural gas within one year from the date of is 
suance of this order. 

(B) Midwestern shall report to the Commission in writing and under oath 
the date of commencement of service to Applicant. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L, J. O’Connor, Jr. 


WESTERN LEWIS—RECTORVILLE WATER DISTRICT, DOCKET NO. 
CP61-291 


FINDINGS AND ORDER DIRECTING PHYSICA. CONNECTION OF FACILITIES AND SALE OF 
NATURAL GAS 


(Issued August 24, 1961) 


Western Lewis-Rectorville Water District (Applicant) Mason County, Ken- 
tucky, filed an application on May 16, 1961, as supplemented on June 12 and 
June 21, 1961, for an order pursuant to Section 7(a) of the Natural Gas Act to 
direct Kentucky Gas Transmission Corporation (Kentucky Gas) to establish 
physical connection of its transmission facilities at two points in Mason County, 
Kentucky with the system proposed to be constructed by Applicant and to sell and 
deliver natural gas to it for resale in rural areas in Mason and Lewis Counties, 
Kentucky as hereinafter described, all as more fully described in the application. 

Applicant proposes to construct and operate approximately 12 miles of dis 
tribution system consisting of 2-inch to 4inch pipe, approximately 200 meters 
and services and gas metering stations. The system will be built in two separate 
sections. Each section crosses the Kentucky Gas 20-inch transmission line in 
Mason County, one section crosses near Kentucky Highway 10 and the other 
near Mt. Carmel Road. Applicant states that a meter station will be required 
at each of the two connections with Kentucky Gas. One station will be built 
by Kentucky Gas and one by the Applicant. 

The annual and peak day requirements of Applicant are estimated to be the 
following for residential and commercial service: 


Peak day (Mcf) Annual (Mcf) 
26, 300 
32, 025 
36, 855 
The total cost of construction of the proposed gas transmission and distribu- 
tion system is estimated to be $143,800 which will be paid for by funds raised 
by a bond issue by the Applicant. 
The Applicant states that the county courts in Lewis and Mason Counties 
have found the Applicant’s proposal necessary in the public interest. 
On June 15, 1961, Kentucky Gas filed an answer to the application stating 
that it could render the proposed service without adverse effect on its existing 
customers. 
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Due notice of the filing of the application and opportunity for hearing thereon 
has been given by publication in the Federal Register on August 4, 1961 (26 
FR 7023). No protest or petition to intervene has been filed in this proceeding. 


The Commission finds: 


(1) Kentucky Gas Transmission Corporation having its principal place of 
business in Charleston, West Virginia, is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act as heretofore found by the Commission. 

(2) Applicant is duly authorized to sell and distribute natural gas in the 
State of Kentucky. 

(3) It is necessary and desirable in the public interest to direct Kentucky 
Gas Transmission Corporation to establish physical connection of its transmis- 
sion system with the facilities proposed to be constructed and operated by the 
Applicant, and to sell and delivery to Applicant up to 420 Mcf per day of natural 
gas under Kentucky Gas’ appropriate rate schedules on file with the Commission. 

(4) The requirement that Kentucky Gas serve Applicant, as proposed, will 
not place an undue burden upon Kentucky Gas nor impair its ability to render 
adequate service to its existing customers. 


The Commission orders: 


(A) Kentucky Gas Transmission Corporation be, and it is hereby directed 
to establish physical connection with the facilities of Applicant, together with 
such metering, regulating and appurtenant facilities as may be required there- 
for, and to deliver and sell up to 420 Mcf per day of natural gas to Applicant 
pursuant to Kentucky Gas’ appropriate rate schedules on file with the Com- 
mission, providing Applicant commences the purchase of natural gas within 
one year from the date of issuance of this order. 

(B) Kentucky Gas shall report to the Commission in writing and under oath 
the date of commencement of service to Applicant. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan, and L. J. O’Connor, Jr. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-—16235; PACIFIC 
NORTHWEST PIPELINE CORPORATION, DOCKET NO. G—16237 ; COLO- 
RADO INTERSTATE GAS COMPANY, DOCKET NO. G-16904 





ORDER ON APPEAL AFFIRMING RULINGS OF PRESIDING EXAMINER 


(Issued August 25, 1961) 





Pursuant to our order issued June 22, 1961, reopening the proceedings in 
Docket Nos. G—16235, G—16237, and G—16904, a public hearing in the reopened 
proceedings with respect to the so-called Rock Springs project was commenced 
July 24, 1961. 

On July 27, 1961, El Paso Natural Gas Company and Colorado Interstate 
Gas Company filed jointly an “Appeal from Ruling of Trial Examiner” in which 
they object to two rulings of the presiding examiner relating to the scope of the 
hearing with respect to (1) the market for gas in California and (2) gas 
reserves available to El Paso. 












































FEDERAL POWER COMMISSION 433 


The ruling relating to the market for gas appears at page 3683 of the transcript 
of the proceedings as follows: 


PRESIDING EXAMINER: All right, the examiner rules that the Commission 
having reopened this proceeding with respect to the Rock Springs line, the 
question of the market in California for this gas is an issue in this pro- 
ceeding. 


The appellants did not quote or indicate specifically the second ruling to which 
they object but they stated generally, on page 3 of their appeal, that on July 
26, 1961: 

* * * the presiding examiner clearly ruled that the overall gas reserves of 
El Paso were an issue in this hearing. 


Apparently the appellants have in mind the examiner’s overruling of objec- 
tions by appellants’ counsel to a question concerning a reported reduction in gas 
reserves in the San Juan Basin addressed to a witness by counsel for Southern 
California Edison Company. 

The question, counsel’s objections and the examiner’s ruling appear at pages 
3916-3919 of the transcript of the proceedings. 

El Paso’s counsel objected to the question on the ground that it was beyond the 
scope of the direct examination of the witness. Colorado Interstate’s counsel 
objected on the ground that the question was beyond the scope of the proceedings. 
The examiner overruled objections on both grounds. 

The appellants’ position and argument are founded on their interpretation of 
the Commission’s order in this proceeding issued on June 22, 1961, as stated in 
their appeal as follows: 

The limited rehearing in these dockets was ordered to commence on July 
24, 1961, by the Commission’s order of June 22, 1961 (which was subsequently 
clarified by the Commission’s order of July 21, 1961) and clearly was intended 
by the Commission to be limited solely to (a) consideration of the changes 
in the Rock Springs project subsequent to this Commission’s order of Decem- 
ber 27, 1960, conditionally certificating the Rock Springs project and which 
changes might have been necessitated by the order accompanying Decision No. 
61261, dated December 28, 1960, of the Public Utilities Commission of Cali- 
fornia (which California order conditionally certificates the California por- 
tion of the Rock Springs project); and (b) consideration of all alternate 
projects which the proponents, El Paso and Colorado, may have considered 
or as to which they may have any knowledge. 

After careful consideration of the appellants’ arguments as stated in their 
appeal in support of their position, we find that the examiner’s rulings to which 
the appellants objected should be affirmed. 

In said order of June 22, 1961, we granted motions previously filed by the ap- 
pellants individually for an early hearing concerning proposed changes in the 
Rock Springs project, as conditionally authorized by this Commission by order 
issued December 27, 1960, 24 FPC 1137, which have been necessitated by the order 
dated December 28, 1960, accompanying Decision No. 61261 of the Public Utilities 
Commission of California issued In the Matter of the Joint Application of South- 
ern California Gas Company and Southern Counties Gas Company of California. 
We took note of the appellants’ request that the hearing be limited to matters re- 
lating to the proposed changes. Our order, however, while encompassing such 
changes, did not so limit the hearing. 

The need for additional gas in the southern California market area which is 
served by El Paso and its customers, the Pacific Lighting Gas Supply Company, 


6934886430 
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Southern California Gas Company and Southern Counties Gas Company of 
California, is a principal issue of major importance in this proceeding. For, 
as indicated by Supplemental Opinion, Decision No. 62117, of the Public Utilities 
Commission of California issued June 6, 1961, In the Matter of the Joint Appli- 
cation of Southern California Gas Company and Southern Counties Gas Com- 
pany of California, the “need for additional out-of-state gas supply,” referring 
to the so-called Rock Springs project, has been reduced “by over 100 million 
cubic feet per day.” In addition, the Supplemental Opinion indicates substantial 
changes in the classification of customers who would utilize the Rock Springs 
project gas. We are of the opinion that El Paso should present evidence con- 
cerning the altered estimates of market requirements for the natural gas which 
would be made available as a result of the construction and operation of its now 
proposed project. The altered and changed requirements for the natural gas 
and the rates proposed to be charged therefor must, in our opinion, be considered 
in relation to the determination of the project’s economic feasibility, a matter 
which could not be determined by the California Commission. 

We deem it to be especially important that there be offered in evidence, in 
these reopened proceedings, in compliance with paragraph (B) (4) of the 
order issued June 22, 1961, all of the factual data underlying the estimates 
of the requirements for gas in the southern California market area. 

With respect to the second point raised in the joint appeal having to do with 
the “overall gas reserves of El Paso,” we are of the opinion that any party who 
questions the gas supply available to El Paso should be afforded an opportunity 
to present evidence concerning that matter. It is indicated by the record in 
the reopened proceedings that there has been “a reduction in the reserves of 
4,062,265 Mcf * * * due to revisions in Mesa Verde and Picture Cliffs reserves 
in the San Juan Basin * * *.” We are not in a position, at this time, to deter- 
mine whether or not such reduction in reserve figures would effect a change in 
the deliverability life of reserves available to El Paso. Parties to the proceed- 
ings, questioning the availability of reserves to El Paso, and the deliverability 
life thereof, should be permitted to present evidence concerning such matters. 


The Commission orders: 


(A) The presiding examiner’s rulings, hereinbefore referred to, are affirmed. 
(B) The joint “Appeal from Ruling of Trial Examiner” is denied. 
Commissioner O’Connor not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 











EL PASO NATURAL GAS COMPANY, DOCKET NO. CP61-207; PECOS 
COMPANY, DOCKET NO. G-6943 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY, 
PERMITTING AND APPROVING ABANDONMENT OF FACILITIES AND AMENDING ORDER 
ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 





(Issued August 25, 1961) 


On February 7, 1961, El Paso Natural Gas Company (El Paso) filed an applica- 
tion, as supplemented on March 30, 1961, and May 12, 1961, in Docket No. CP61- 
207, pursuant to Section 7 of the Natural Gas Act for a certificate of public 
convenience and necessity seeking authorization to acquire and operate three 
500-horsepower compressor units at its existing Tex-Harvey Field Compressor 
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Station in Midland County, Texas, and for permission and approval to abandon 
and remove certain other compression and dehydration facilities at the Tex- 
Harvey Station. 

The proposed realignment of facilities is to enable the Tex-Harvey Station to 
handle greater volumes of gas available from fields in Nolan and Coke Counties, 
Texas, and to retire those facilities no longer required to process declining 
volumes of gas from the Tex-Harvey Field which El Paso purchases from the 
Pecos Company (Pecos). 

In Docket No. G-6943, Pecos was authorized to sell residue gas to El Paso at 
the outlet of Pecos’ Tex-Harvey Gasoline Plant in Midland County, Texas, which 
adjoins El Paso’s Tex-Harvey Station. Utilizing seven 880-horsepower com- 
pressor units and a 25,000 Mcf per day capacity dehydration plant, El Paso 
dehydrates and compresses the gas purchased from Pecos at its own Tex-Harvey 
Station. At this location, El Paso also compresses residue gas purchased from 
Union Texas Natural Gas Corporation (Union), West Lake Natural Gasoline 
Company (West Lake), and Sun Oil Company (Sun), at processing plants in 
Coke and Nolan Counties, Texas, and transported through its 62.6 mile 14-inch 
pipeline to the Tex-Harvey Station. To compress the residue gas purchased 
from Union, West Lake and Sun, El Paso is presently using two 880 compressor 
horsepower units, one of which it has been leasing from Pecos. 

El Paso states that the volumes of gas available from Union, West Lake 
and Sun have increased to the extent that the two 880 units used at the Tex- 
Harvey Station for such service must be operated on an over-load basis, and 
that production from the Tex-Harvey Field has declined so that it is no longer 
economical to operate its compression or dehydration facilities to process 
Pecos’ residue gas derived from that field. Therefore, El Paso proposes herein: 

(1) to abandon the facilities used to accommodate the Pecos Tex-Harvey 
Field gas and to abandon the leased compressor unit used for handling the gas 
purchased from Union, West Lake and Sun. The remaining small volume 
of gas available for purchase from Pecos will be transported by El Paso through 
its Spraberry gathering system to its Midkiff Gasoline Plant where it will 
process the gas along with its own gas and retain the liquid hydrocarbons 
removed during the processing. With the exception of the leased unit which 
is to be returned to Pecos, the compressor units to be abandoned will be moved 
and utilized on other portions of El Paso’s system. 

(2) to acquire from Pecos and operate three 500-horsepower compressor 
units at its Tex-Harvey Station to be used with the remaining existing 880- 
horsepower unit to compress residue gas purchased from Union, West Lake 
and Sun. El Paso states that utilization of the foregoing units at the Tex- 
Harvey Station rather than 880-horsepower units it proposes herein to abandon 
will produce greater flexibility and will be the most economical means of pro- 
viding the horsepower required. 

El Paso expects to acquire Pecos’ three compressor units at the depreciated 
original cost of $172,988, with an additional $94,000 estimated as the cost of 
necessary piping modifications, etc. to utilize the three 500-horsepower units, 
resulting in a total out-of-pocket cost of $266,988. With respect to the facilities 
proposed to be abandoned, El Paso estimates $944,189 as the value of the sal- 
vable material and $208,000 as the cost of retirement, resulting in $736,189 as 
the estimated value of the salvable material. 

On February 21, 1961, Pecos filed a petition to amend the Commission’s 
order, issued February 2, 1956, in Docket No. G-6943, authorizing the sale of 
gas to El Paso from the Tex-Harvey Field. Said petition requests that the 
subject order be amended so as to authorize Pecos to continne sale of residue 
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gas to El Paso under Pecos’ FPC Gas Rate Schedule No. 2 as amended by the 
letter agreement between Pecos and El Paso, dated January 1, 1961.7. The rate 
for the service by Pecos to El Paso is now effective subject to refund in Docket 
No. RI60-35 under the basic rate schedule. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
August 17, 1961, respecting the matters involved in and the issues presented 
by the petition to amend and the application, as supplemented, herein. No 
petition to intervene or protest to the granting of the application and the petition 
to amend has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order issued January 11, 1944, in Docket No. G-288 (4 FPC 486). 

(2) The facilities hereinbefore described, as more fully described in the 
application, as supplemented, in this proceeding, are to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission and the construction and operation thereof by El 
Paso is subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) The acquisition and operation of the proposed facilities by El Paso are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(4) The facilities to be abandoned, as heretofore described, are subject to the 
jurisdiction of the Commission, and abandonment of such facilities is subject 
to the requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(5) Such abandonment by El Paso, as heretofore described, is permitted by 
the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(6) El Paso is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (d) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificate hereinafter issued to El Paso and to the exercise of the 
rights granted thereunder, and that the acquisition of the facilities authorized 
by this order shall be completed and the facilities placed in actual operation by 
El Paso within twelve months from the date on which this order issues. 

(8) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act, and the public convenience and necessity require that the order 
of the Commission issued February 2, 1956, in Docket No. G-6943, be amended so 
as to authorize Pecos to continue the sale of residue gas to El Paso under Pecos’ 
FPC Gas Rate Schedule No. 2 as amended by letter agreement between Pecos 
and El Paso, dated January 1, 1961. 

(9) The continued service by Pecos to El Paso, pursuant to letter agreement, 
dated January 1, 1961, and as set forth in Finding (8) above, should be subject 
to all orders heretofore issued or hereinafter issued in Docket No. RI60-35. 


1Said latter agreement has been accepted for filing as Supplement No. 8 to Pecos 
Company (Operator), FPC Gas Rate Schedule No. 2. 
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(10) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant, El Paso Natural Gas Company, to acquire and 
operate facilities, as hereinbefore described, all as more fully described in the 
application, as supplemented herein, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (da) 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act shall attach to the issuance of the certificate granted in paragraph (A) 
hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be acquired and placed in actual 
operation by El Paso as provided by paragraph (b) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act within twelve months from the 
date on which this order issues. 

(D) Permission for and approval of the abandonment by El Paso of the 
facilities hereinbefore described, all as more fully described in the application, 
as supplemented, in this proceeding, be and the same is hereby granted. 

(E) El Paso shall advise the Commission of the date of the abandonment 
within 60 days of the date thereof. 

(F) The order issued February 2, 1956, in Docket No. G-6943, be and the same 
is hereby amended so as to authorize Pecos to continue the sale of residue gas to 
El Paso under Peco’s FPC Gas Rate Schedule No. 2 as amended by letter agree- 
ment between Pecos and El Paso, dated January 1, 1961. In all other respects 
said order shall remain in full force and effect. 

(G) The continued service by Pecos to El Paso, pursuant to letter agreement, 
dated January 1, 1961, and as ordered by paragraph (F) hereof, shall be subject 
to all orders heretofore issued or hereinafter issued in Docket No. RI60-35. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan, and L. J. O’Connor, Jr. 


W. B. OSBORN, JR. (OPERATOR), ET AL., DOCKET NO. RI61-478 
ORDER DENYING APPLICATION FOR REHEARING AND MOTION TO FILE BRIEF 


(Issued August 25, 1961) 


On April 28, 1961, the Commission suspended W. B. Osborn, Jr. (Operator), 
et al’s. (Osborn’s, FPC Gas Rate Schedule No. 10 relating to sales of natural 
gas to Colorado Interstate Gas Company (Colorado Interstate) from the pro 
ducing area of Hugoton Field at a rate of 12 cents per Mcf2 The filing and 
the increased rate proposed therein were suspended until October 1, 1961, and 
thereafter until such time as made effective in the manner prescribed by the 
Natural Gas Act. 

On May 25, 1961, Osborn filed a motion requesting the Commission to set aside 
its order of April 28, 1961, insofar as it applies to Osborn, and terminate the 


1The area rate level as set forth in the Commission’s Statement of General Policy No. 
61-1 is 11 cents per Mcf. 
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suspension proceeding, or, in the alternative, to permit Osborn to withdraw 
the suspended rate schedule filing. 

The motion states that the filing was improperly suspended under Section 
4(e) of the Natural Gas Act, inasmuch as the rate proposed by that filing had 
previously been accepted by the Commission. The purported acceptance to 
which Osborn refers is the Commission’s letter of April 7, 1961, which notified 
Osborn that a contract amendment reflecting changes in Osborn’s original sales 
agreement with Colorado Interstate had been accepted as notice that Osborn 
and Colorado Interstate had reached agreement on certain contract differences 
arising out of independent court litigation. The filing, however, did not con- 
stitute a proper and complete filing for change of rate in accordance with the 
Commission’s Regulations under the Natural Gas Act, especially Section 154.94 
thereof. Since the filing failed to disclose the information required under the 
Regulations and failed to make clear its nature, if intended to be a change in 
rate, it was accepted by the Commission as a change in rate schedule only. 

On August 7, 1961, Osborn filed an Application for Rehearing, pursuant to 
Section 1.34 of the Commission’s Regulations under the Natural Gas Act, to- 
gether with a motion to file a brief in support of said Application. The Appli- 
eation reiterates Osborn’s statements and allegations as set forth in the motion 
filed May 25, 1961, and requests that the Commission reconsider its order issued 
July 7, 1961, 26 FPC 50, denying said motion. 

The Commission’s acceptance of Osborn’s March 20 filing did not constitute an 
acceptance or approval of any change in rate which Osborn may have intended 
to file. The Commission is not burdened with the obligation of determining the 
nature of a filing or the intent of the filing party when that filing does not prop- 
erly satisfy the requirements for the type of filing intended or when the reason, 
nature, and basis for the proposed change is not clearly stated. Sunray Mid- 
Continent Oil Company v. F.P.C. (USCA10) No. 6589, Decided May 6, 1961, 290 
Fd. 2d 652.7 

Inasmuch as Osborn’s filing on March 20, 1961, represented only the filing of 
a contract amendment, and as such established the basis upon which Osborn 
could subsequently file a proper change in rate, reason has not been shown for 
granting Osborn’s Application for Rehearing. 

Furthermore, inasmuch as the Application for Rehearing and preceding mo- 
tion to set aside have already clearly set forth Oshorn’s position, it appears that 
the filing of a brief in this matter would serve only to expand the arguments 
presented, not to clarify the issues, and might delay expeditious consideration of 
the Application at hand. 


The Commission finds: 


In view of the foregoing and for the reasons heretofore stated, good cause has 
not been shown for permitting rehearing of the Commission’s order of July 7, 
1961, or for permitting the filing of a brief in this matter. 


2In Sunray, the producer filed a change in contract reflecting an increase of 1 cent 
per Mcf in consideration for relinquishing right to extract hydrocarbons. The filing did 
not satisfy the requirements of Section 154.94 of the Commission’s regulations under the 
Natural Gas Act, as Sunray indicated at the time of filing. The filing was accepted as a 
contract amendment, with a subsequent letter sent notifying Sunray that collection of 
the 1 cent rate was improper and illegal. Sunray, denied request for rehearing, appealed 
to the 10th circuit which affirmed the Commission’s determination that Sunray had not 
filed a notice of change of rate, and could not, therefore, collect the additional 1 cent 
per Mef. 
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The Commission orders: 


(A) Osborn’s Application for Rehearing, filed August 7, 1961, in this proceed- 
ing, is hereby denied. 

(B) Osborn’s motion to file a brief in support of its application brief is also 
denied. 

Commissioner O’Connor not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 


TENNESSEB GAS TRANSMISSION COMPANY, DOCKET NO. CP61-106 
ORDER REQUIRING FILING OF INFORMATION 
(Issued August 25, 1961) 


In connection with the above-designated proceeding and to assist the Com- 
mission in the proper administration of the Natural Gas Act, the Commission 
needs certain information in the possession of Pan American Petroleum Corpora- 
tion (a “natural-gas company” within the meaning of the Act as heretofore 
found) concerning leases (and related facilities) in the Bastian Bay Field, 
Plaquemines Parish, Louisiana, assigned and conveyed by Pan American to 
Tennessee Gas Transmission Company. It is reasonable and necessary to 
require Pan American to furnish such information as hereinafter specified. 


The Commission orders: 


Pan American Petroleum Corporation be and is hereby directed to file with 
the Commission the following statements, subscribed and verified by a respon- 
sible corporate official, on or before September 13, 1961: 

1. A statement of the dates of acquisition by Pan American (or its predecessor 
Stanolind Oil and Gas Company) of the various Bastian Bay leases assigned 
and conveyed by it to Tennessee Gas Transmission Company indicating whether 
each such lease was proven or unproven at the date of acquisition by Pan 
American (or its predecessor). 

2. A statement of Pan American’s gross and net investment and related 
depreciation, depletion and amortization reserves (company net interest) for 
the Bastian Bay leases, on the corporate books of Pan American just prior to 
the assignment and conveyance for: 

(a) Leasehold 

(b) Well tangibles 

(c) Well intangibles 

(d) Lease equipment 

(e) Related field facilities 

3. A statement as to whether any gas was produced from the Bastian Bay 
leases by or on behalf of Pan American (or its predecessor) prior to the assign- 
ment and conveyance and, if so, a complete description of the circumstances, 
including but not limited to identity of the recipients, volumes produced, and 
pricing or accounting arrangements. 

Chairman Kuykendall dissenting. Commissioner O’Connor not participating. 
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[LETTER—ORDER DENYING PETITION FOR RECONSIDERATION AND 
MODIFICATION] 


Aveust 29, 1961 
AIRMAIL 
Docket No. CI61-1682 
Placid Oil Company, Operator, et al. 


PLaciD OrL COMPANY 
418 Market Street 
Shreveport, Louisiana 


(Attention: Paul Hicks, Attorney) 


GENTLEMEN: This is with reference to your tender, on July 28, 1961, of a 
petition for reconsideration and modification of the temporary authorization 
granted Placid Oil Company, Operator, et al., by letter order of July 6, 1961, in 
the captioned docket to commence sales of natural gas in interstate commerce to 
Natural Gas Pipeline Company of America from the Alta Loma Field, Galveston 
County, Texas. 

To grant your petition and certificate the proposed sale at an initial price of 
20.0¢ per Mcf would tend to establish a new price plateau in Texas Railroad 
Commission District No. 3. 

In addition, your attention is directed to the Commission’s denial, by letter 
order dated May 11, 1961, of a similar petition of H. L. Hunt for removal of a 
condition reducing a proposed 20.0¢ rate to 18.0¢ rate to the same purchaser in 
the same purchaser in the same Railroad Commission District of Texas (Docket 
No. CI61-1221). 

Additionally, it is noted that your sale in the area to the same purchaser at 
the 20.0¢ price which you cite in your petition, is now before the Commission for 
further proceedings upon remand by the United States Court of Appeals for the 
District of Columbia Circuit. 

For the foregoing reasons, after full consideration of all known facts and 
circumstances involved in the subject sale, your petition to eliminate the condi- 
tions attached to such temporary authorization is hereby denied. 

By direction of the Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler 
and L. J. O’Connor, Jr. 


ARKANSAS LOUISIANA GAS COMPANY, ET AL.,” DOCKET NO. G—161235, 
ET AL. 


ORDER REOPENING PROCEEDINGS AND PERMITTING INTERVENTION 


(Issued August 30, 1961) 


By order issued June 6, 1961, in the above-entitled proceedings, the Commis- 
sion modified its order of February 13, 1961, in these matters to require that 
Respondents refund to each of their respective purchasers a proportionate part 
of any refunds, including interest thereon, received by them from the State 
of Louisiana as a result of the invalidity of Section 678 of the Louisiana statutes, 
the additional Louisiana gas gathering tax. 


2 As noted in the Appendix hereof. 
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Texas Gas Transmission Corporation (Texas Gas) and The Memphis Light, 
Gas and Water Division of the City of Memphis, Tennessee (Memphis) on 
July 5, 1961, and July 6, 1961, respectively, filed petitions seeking leave to inter- 
vene in the proceeding in Olin Gas Transmission Corporation (Olin), Docket 
No. G-—15695, and concurrently therewith Texas Gas and Memphis tendered 
for filing applications for rehearing of the Commission’s order issued June 6, 
1961, in the above-entitled proceedings insofar as that order is applicable to the 
proceeding in Docket No. G-15695. Memphis and Texas Gas aver that they have 
a substantial interest in the proceeding in Docket No. G—15695 and that such 
interest is not adequately represented by any other party. Memphis as a 
customer of Texas Gas and Texas Gas as a purchaser from Olin have sought 
intervention. 

Memphis in its petition to intervene claims that the Commission erred in its 
order of June 6, 1961, in modifying its order of February 13, 1961, so as to re- 
strict Respondent’s refunds to tax reimbursement amounts actually refunded 
by the State of Louisiana to Respondent. Memphis takes the position that the 
Commission’s order of June 6, 1961, should be vacated and its order of February 
13, 1961, should be reinstated so that Respondent will be required to refund all 
amounts collected subject to refund in this proceeding, irrespective of whether 
or not Respondent invoked the appropriate Louisiana procedures for preserving 
its right to a tax refund from the State. 

In our opinion the petitions to intervene of Memphis and Texas Gas were 
timely. Although this proceeding was terminated by the Commission’s order 
of February 13, 1961, subsequently, the Commission by its order of June 6, 
1961, modified the said order of February 13, 1961. Under these circumstances 
we do not believe that it can properly be said that this proceeding was finally 
terminated as of February 13, 1961. Nor do we believe that Memphis and 
Texas Gas have been dilatory in filing their petitions to intervene. As they 
state in their petitions to intervene no notice or order had set a time for hear- 
ing or for filing petitions to intervene in this proceeding. We shall, therefore, 
permit Memphis and Texas Gas to intervene in the proceeding in Docket No. 
G-15695. 

The remainder of the proceedings designated in the Appendix hereof involve 
the same issues as those involved in the proceeding mentioned above, and, 
therefore, we shall reopen sua sponte these proceedings in order to insure con- 
sistency in whatever action we may take with respect to the issues involved 
herein. 

In view of the unusual posture of these proceedings, we deem it appropriate 
to set forth the procedure that shall be followed with respect to these reopened 
proceedings and the reasons therefor. It appears that the issues raised in these 
proceedings are primarily if not exclusively questions of law, not questions of 
fact. Thus, we do not believe that an evidentiary hearing is necessary or 
desirable. We wish, however, to give all parties an opportunity to set forth 
their position with respect to the issues. Accordingly, we shall provide that 
any party may, if it so desires, file a statement of position with the Commission 
on or before October 16, 1961, and also may file a reply to the various state 
ments of position of other parties on or before November 13, 1961. If any 
party deems the submission of evidence necessary, we shall permit it to be 
tendered in writing. By utilizing this procedure, we believe that a full oppor- 
tunity to be heard will be afforded to all parties. In view of our action herein, 
no consideration need be given to the applications for rehearing that have been 
tendered for filing. 
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The Commission finds: 


(1) It is appropriate or necessary in the administration of the Natural Gas 
Act that the proceedings listed in the Appendix hereof be reopened and that 
the Commission undertake reconsideration of its prior actions in these pro- 
ceedings. 

(2) The participation of Memphis and Texas Gas in the proceeding in Olin 
Gas Transmission Corporation, Docket No. G—15695 may be in the public 
interest. 





The Commission orders: 


(A) The proceedings listed in the Appendix hereof are hereby reopened for the 
purpose of permitting the above-named petitioners to intervene and to permit 
the Commission to reconsider its prior actions with respect to such proceedings. 

(B) Memphis and Texas Gas are hereby permitted to become interveners in 
the proceeding in which they have petitioned to intervene, subject to the Rules 
and Regulations of the Commission: Provided, however, that the participation of 
the said interveners shall be limited to the matters affecting asserted rights and 
interests specifically set forth in their petitions to intervene, and provided, fur- 
ther, that the admission of these interveners shall not be construed as recognition 
by the Commission that such interveners might be aggrieved because of any 
order or orders of the Commission entered in the proceeding in which intervention 
is granted. 

(C) A statement of position may be filed with the Commission by any party 
desiring to do so on or before October 16, 1961, and a reply to the various state- 
ments of position may be filed with the Commission by any party that so desires 
on or before November 13, 1961. Service of such statements of position and the 
replies thereto shall be made upon all parties in those proceedings to which they 
are respectively applicable. 

(D) If any party wishes to take the position that the receipt of evidence in 
the record is necessary, it shall tender such evidence in written form duly sworn 
to as an appendix to its statement of position. If any party wishes to take the 
position in response to any such tender that other evidence should be received, 
it shall tender such evidence in written form duly sworn to as an appendix 


to its reply. The receipt of any such tender shall depend upon our further 
order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G-—16842 
ORDER GRANTING RECONSIDERATION AND ISSUING TEMPORARY AUTHORIZATION 


(Issued August 30, 1961) 


On July 21, 1961, we issued an order denying an application by Tennessee Gas 
Transmission Company for temporary authorization to construct and operate 
18,300 additional compressor horsepower on its so-called Delta-Portland line in 
lieu of building certain more expensive facilities previously authorized by us on 
Tennessee’s Kinder-Portland line. These facilities were sought by Tennessee to 
enable it to provide interim service during the winter months to a number of its 
eustomers in New England. Our denial of this authorization was based on Ten- 
nessee’s failure to disclose fully the extent to which such authorization would 
implement a major change in the pattern of Tennessee’s acquisition of gas sup- 
plies and its effect on gas purchase costs, apparent inconsistencies with earlier 
statements by Tennessee, the failure of Tennessee after repeated requests to 
come forth with an overall plan for serving New England, and the fact that the 
previously authorized Kinder-Portland line could be constructed to provide the 
necessary service. 

On August 4, 1961, Tennessee filed a Petition for Reconsideration of our order 
denying temporary authorization. While the allegations and arguments in this 
application do not entirely relieve us of the doubts which we expressed in our 
order denying temporary authorization, we are convinced, upon reconsideration, 
that the needs of the consumer in New England require that, with appropriate 
conditions, this authorization should be granted. 

In its application for reconsideration Tennessee points out that the services 
proposed are to the same customers who have received such interim service in 
order to meet their winter needs for a number of years and we must agree that 
it would not be in the public interest to deny them sufficient gas to serve the 
various individual consumers dependent upon Tennessee for winter heating. 
While we disapprove annual winter crises in meeting the increasing needs of 
the New England gas consumers, we lack jurisdiction to compel the construction 
of facilities and it appears that the proposal by Tennessee is the only manner in 
which it is likely that adequate gas will be obtained for the coming season. We 
have pointed out before, American Louisiana Pipeline Company, et al., 21 FPC 
70, that the New England market is such that Tennessee should definitely come 
forward with and complete a plan for providing permanent service. We noted 
in our order denying temporary authorization that such permanent plan has 
been submitted by Tennessee but held in abeyance at its request. In order to 
avoid making it necessary for state authorities or customers of Tennessee in the 
New England area to restrict future services, as would otherwise be indicated, 
we expect that Tennessee will prosecute the authorization and construction of 
adequate facilities for such permanent services prior to the winter heating season 
1962-1963. The facilities proposed herein by Tennessee are a part of the overall 
plan submitted but not acted upon by Tennessee for additional permanent service 
to New England and, while we cannot say that their permanent certification may 
be in the public interest on the evidence before us, it appears that, if Tennessee’s 
overall plan is acceptable, granting this temporary authorization may hasten its 
realization. 

Tennessee, in its application for rehearing, has also assured us that its recently 
purchased reserves in the Bastian Bay Field do not constitute any part of the 
supply which Tennessee proposed to use in rendering the service for which it 
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seeks temporary authorization. The cost of these reserves to Tennessee and 
the public interest considerations involved in the use of these reserves were 
among our major concerns when we denied the temporary authorization. Since 
Tennessee will not use these reserves, as we shall note in an appropriate con- 
dition to our order herein, one of our main objections to granting the temporary 
authorization is to some extent alleviated. 

We will also make it clear in an appropriately conditioned order that if, 
after hearing, Tennessee cannot support the allegation that these facilities 
are preferable to the Kinder-Portland line or are required by the public con- 
venience and necessity, we will require Tennessee to remove the investment in 
this compressor capacity from its rate base.* Tennessee serves on its entire 
system so many customers with constantly increasing demand that it may well 
be that these facilities, while adequate for this year, will not prove to be ideal 
for the overall plan of permanent services contemplated and needed in New 
England. 


The Commission further finds: 


(1) The construction of the 18,300 compressor horsepower on the Delta- 
Portland line may be required by the public convenience and necessity as the 
capacity available to petitioner may not be adequate for service to its consumers 
in the coming winter without these additional facilities herein authorized. 

(2) The customers of Tennessee should not be required to pay for the installa- 
tion and operation of these substitute facilities if it is ultimately determined 
that they are not required by the public convenience and necessity. 


The Commission orders: 
(A) The petition for reconsideration filed by Tennessee Gas Transmission 


Company on August 4, 1961, is hereby granted. 

(B) Temporary authorization is hereby issued to Tennessee, pursuant to 
Section 7 of the Natural Gas Act, to install and operate the facilities proposed 
in its Motion to Amend, filed on March 27, 1961, upon the following conditions: 

(1) Should Tennessee fail to establish that the construction and operation 
of the aforesaid substitute facilities is justified as an economical alternative to 
the construction and operation of the facilities already authorized in Commis- 
sion Opinion No. 320, 21 F.P.C. 653, it shall remove from its plant accounts and 
rate base any amount attributable to such substitute facilities. 

(2) The aforesaid facilities shall not be used as the occasion to withdraw 
any greater volumes of gas from the Bastian Bay Field than those being with- 
drawn prior to the issuance of this order. 

(3) This authorization shall be accepted by an authorized official of Tennessee 
within 30 days of the date of issuance of this authorization accompanied by a 
resolution of the Board of Directors of Tennessee approving such acceptance. 

(C) Tennessee shall notify the Commission of the date that the authorized 
construction is commenced, completed and placed in operation within ten days of 
each respective date. 

(D) This order shall not be dispositive of any issue in this or any other 
proceeding involving Tennessee, except as herein expressly provided. 

(E) The Secretary is directed to serve a copy of this order on the State regu- 
latory commissions of Connecticut, Massachusetts, Rhode Island, and New 
Hampshire. 


2 Tennessee has already indicated by letter of July 6, 1961 and in its Petition for 
Reconsideration that it would be willing to accept a condition providing that the sub- 
stitute facilities be constructed at the sole risk of Tennessee and without prejudice to the 
Commission’s final determination upon the record in this proceeding. 
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Chairman Kuykendall concurs insofar as this order is consistent with his 
statement filed with the order issued July 21, 1961, 26 FPC 187 at 190. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
and L. J. O’Connor, Jr. 


TEXACO INC., ET AL.*, DOCKET NO. G—15546, ET AL.* 
ORDER REOPENING PROCEEDINGS AND PERMITTING INTERVENTIONS 


(Issued August 30, 1961) ** 


By order issued May 29, 1961, 25 FPC 1058, in the above-entitled proceedings, 
the Commission modified its order of February 21, 1961 in these matters to require 
that Respondents refund to each of their respective purchasers a proportionate 
part of any refunds, including interest thereon, received by them from the State 
of Louisiana as a result of the invalidity of Section 678 of the Louisiana statutes, 
the additional Louisiana gas gathering tax. The Commission in its order of 
May 29, 1961, also denied petitions to intervene filed by Long Island Lighting 
Company, Public Service Electric and Gas Company, Philadelphia Electric 
Company, The United Gas Improvement Company, Transcontinental Gas Pipe 
Line Corporation and Southern Natural Gas Company in some of the above- 
entitled proceedings. 

On June 27, 1961, The Memphis Light, Gas and Water Division (Memphis), 
and on June 28, 1961, Texas Gas Transmission Corporation (Texas Gas), filed 
petitions seeking leave to intervene in the proceedings listed in Appendix D 
hereto, and concurrently therewith Memphis and Texas Gas tendered applica- 
tions for rehearing of the said order of May 29, 1961, for filing in those pro- 
ceedings. Memphis and Texas Gas aver that they have a substantial interest in 
each of the proceedings in which intervention is sought and that such interest 
is not adequately represented by any other party. 

Memphis seeks intervention in those proceedings which involve rates for gas 
purchased by Texas Gas, its direct supplier. Texas Gas seeks intervention in 
those proceedings which involve rates for gas purchased by it. Memphis in its 
petition to intervene claims that the Commission erred in its order of May 29, 
1961, in modifying its order of February 21, 1961, so as to restrict Respondents’ 
refunds to tax reimbursement amounts actually refunded by the State of 
Louisiana to Respondents. Memphis takes the position that the Commission’s 
order of May 29, 1961, should be vacated and its order of February 21, 1961, should 
be reinstated so that Respondents will be required to refund all amounts col- 
lected subject to refund in these proceedings, irrespective of whether or not 
some of the Respondents invoked the appropriate Louisiana procedures for 
preserving their right to a tax refund from the State. 

Answers to Memphis’ and Texas Gas’ petitions for leave to intervene were filed 
by some Respondents herein. These Respondents requested that the petitions 
for leave to intervene filed by Memphis and Texas Gas be denied and that their 


1Memphis also sought leave to intervene in the proceeding in The Atlantic Refining 
Company (Operator), et al., Docket No. G—15679, which involves the rate for gas pur- 
chased by United Gas Pipe Line Company. Since Memphis has not indicated in its 
petition the nature of its interest in this proceeding, the petition to intervene in Docket 
No. G—15679 should be denied. 

*As noted in Appendix A hereof under columns entitled “Docket Nos.” and ‘“Respond- 
ents”. (Omitted in printing.) 

**Reconsideration denied by order issued October 31, 1961, 26 FPC 662. Petition to 
review dismissed, 300 F. 2d 429 (CA5, 1962). 
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applications for rehearing be denied or rejected. In support thereof they con- 
tended, inter alia: (1) That the proceedings in which intervention is sought by 
Memphis and Texas Gas were terminated by the Commission's order of Febru- 
ary 21, 1961; (2) that Memphis and Texas Gas have no standing to file applica- 
tions for rehearing inasmuch as they are not parties to these proceedings; and 
(3) That potential interveners should not be permitted to sit back and wait for 
a final decision by the Commission prior to filing petitions to intervene. They 
also pointed out that petitions to intervene similar to those under consideration 
herein were denied by the Commission’s order of May 29, 1961. 

In our opinion the petitions to intervene of Memphis and Texas Gas were 
timely. Although these proceedings were terminated by the Commission’s order 
of February 21, 1961, subsequently the Commission by its order of May 29, 1961, 
modified the said order of February 21, 1961. Under these circumstances we do 
not believe that it can properly be said that these proceedings were finally term:- 
nated as of February 21, 1961. Nor do we believe that Memphis and Texas Gas 
have been dilatory in filing their petitions to intervene. As they state in their 
petitions to intervene, no notice or order had set a time for hearing or for filing 
petitions to intervene in these proceedings. We shall, therefore, permit Memphis 
and Texas Gas to intervene in the proceedings listed in Appendix D.* 

On March 23, 1961, Long Island Lighting Company (LILCO), Public Service 
Electric and Gas Company (PSNJ), Philadelphia Electric Company (PE), and 
The United Gas Improvement Company (UGI) (hereinafter referred to col- 
lectively as Distributors), filed petitions seeking leave to intervene in the pro- 
ceedings listed in Appendix B hereof, and concurrently therewith they tendered 
for filing a joint and several application for rehearing of the said order of Feb- 
ruary 21, 1961. Transcontinental Gas Pipe Line Corporation (Transco) on 
April 7, 1961, and Southern Natural Gas Company (Southern) on April 27, 1961, 
also filed petitions seeking leave to intervene in the proceedings listed in Appen- 
dices B* and C* hereof. 

The proceedings in which intervention was sought by the Distributors in- 
volved rates for gas purchased by a pipeline company which is either a direct 
or secondary supplier of each of the Distributors. Transco and Southern had 
sought intervention in those proceedings involving rates for gas purchased by 
them. 

Answers to the Distributors’ petitions for leave to intervene were filed by 
numerous Respondents herein. These Respondents requested that the Distribu- 
tors’ petitions for leave to intervene be denied and that the Distributors’ joint 
and several application for rehearing be rejected. 

The Commission by its order of May 29, 1961, denied the petitions to inter- 
vene of the Distributors, Southern and Transco,’ and rejected the Distributors’ 


2Transco on June 28, 1961, tendered for filing an application for rehearing of the said 
order of May 29, 1961, insofar as that order denied Transco’s petition to intervene in the 
proceedings listed in Appendix B hereof and modified the Commission’s order of February 
21, 1961, in those proceedings. No action was taken within thirty days of the filing of 
Transco’s application for rehearing. Thus, under Section 1.34(c) of the Commission’s 
Rules of Practice and Procedure such application for rehearing might be deemed to have 
been denied. Transco, on July 28, 1961, and August 9, 1961, filed petitions for review 
of the said order of May 29, 1961, in the Court of Appeals for the District of Columbia 
(CADC Nos. 16510 and 16538). However, in view of the fact that the record has not 
yet been certified to the Court, we still retain jurisdiction to affirm, modify or set aside 
our order. 

*Omitted in printing. 
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joint and several application for rehearing. The Commission in that order 
(25 FPC 1058 at 1060) set forth its reasons for denying intervention, as follows: 
As to the Distributors’ petitions to intervene in those proceedings in 
which intervention was not previously sought and as to the petitions to 
intervene of Southern and Transco, it is apparent that such petitions are 
untimely. Such petitions were filed over two years after the suspension 
orders issued herein and after the Commission’s order of February 21, 
1961 herein had terminated these rate proceedings. Furthermore, permit- 
ting intervention at this late date would not be in the public interest, since 
the issue in these proceedings has already been determined by the courts, 
i.e., the unconstitutionality of the Louisiana Gas Gathering Tax. 

Consistent with the action we are taking herein with respect to the petitions 
to intervene of Memphis and Texas Gas, and for the same reasons, we shall 
sua sponte reopen the proceedings listed in Appendices B and C hereof and 
permit the Distributors, Southern and Transco to intervene in such proceedings. 

United Fuel Gas Company (United Fuel), an intervener in the proceedings 
listed in Appendix E* hereof,? on June 28, 1961, filed an application for rehear- 
ing of the said order of May 29, 1961, insofar as that order modifies the Com- 
mission’s order of February 21, 1961, in those proceedings. By our action herein 
we are reopening the proceedings in which United Fuel was an intervener and 
permitting the Distributors to intervene therein. Under these circumstances 
we believe it equitable that United Fuel should also be permitted to participate 
in these reopened proceedings. 

The remainder of the proceedings designated in Appendix A hereof involve 
the same issues as those involved in the proceedings mentioned above which 
we are reopening, and, therefore, we shall also reopen sua sponte these pro- 
ceedings in order to insure consistency in whatever action we may take with 
respect to the issues involved herein. 

In view of the unusual posture of these proceedings, we deem it appropriate 
to set forth the procedure that shall be followed with respect to these reopened 
proceedings and the reasons therefor. It appears that the issues raised in these 
proceedings are primarily, if not exclusively, questions of law, not questions of 
fact. Thus, we do nct believe that an evidentiary hearing is necessary or desir- 
able. We wish, however, to give all parties an opportunity to set forth their 
position with respect to the issues. Accordingly, we shall provide that any 
party may, if it so desires, file a statement of position with the Commission on 
or before October 9, 1961, and also may file a reply to the various statements 
of position of other parties on or before November 6, 1961. If any party deems 
the submission of evidence necessary, we shall permit it to be tendered in writ- 
ing. By utilizing this procedure, we believe that a full opportunity to be heard 
will be afforded to all parties. In view of our action herein, no considera- 
tion need be given to the various applications for rehearing that have been ten- 
dered for filing. 


The Commission finds: 


(1) It is appropriate or necessary in the administration of the Natural Gas 
Act that the proceedings listed in Appendix A hereof be reopened and that the 


% Although United Fuel alleged in its application for rehearing that it was an inter- 
vener in the proceedings in Docket Nos. G-15972, G-16042, and G—16070, the Commis- 
sion’s files do not show that United Fuel filed a petition to intervene in such proceedings, 


nor is there any record of a Commission order granting United Fuel leave to intervene 
in those proceedings. 
*Omitted in printing. 
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Commission undertake reconsideration of its prior actions in these proceed- 
ings. 

(2) The participation of the Distributors, Transco, Southern. Memphis and 
Texas Gas in the proceedings listed in Appendices B, C, and D may be in the 
public interest. 

(3) The participation of Memphis in the proceeding in The Atlantic Refining 
Company (Operator), et al., Docket No. G—15679, has not been shown to be in 
the public interest. 






The Commission orders: 


(A) The proceedings listed in Appendix A hereof are hereby reopened for 
the purpose of permitting the above-named petitioners to intervene and to permit 
the Commission to reconsider its prior actions with respect to such proceedings. 

(B) The Distributors, Transco, Southern, Memphis, and Texas Gas are hereby 
permitted to become interveners in the proceedings in which they have petitioned 
to intervene, as set forth in Appendices B, C, and D, subject to the Rules and 
Regulations of the Commission: Provided, however, that the participation of 
the said interveners shall be limited to the matters affecting asserted rights and 
interests specifically set forth in their petitions to intervene and provided, fur- 
ther, that the admission of these interveners shall not be construed as recognition 
by the Commission that such interveners might be aggrieved because of any 
order or orders of the Commission entered in the proceedings in which inter- 
vention is granted. 

(C) The petition to intervene of Memphis in the proceeding in The Atlantic 
Refining Company (Operator), et al., Docket No. G—15679 is hereby denied. 

(D) A statement of position may be filed with the Commission by any party 
desiring to do so on or before October 9, 1961, and a reply to the various state- 
ments of position may be filed with the Commission by any party that so desires 
on or before November 6, 1961. Service of such statements of position and the 
replies thereto shall be made upon all parties in those proceedings to which they 
are respectively applicable. 

(EB) If any party wishes to take the position that the receipt of evidence in 
the record is necessary, it shall tender such evidence in written form duly sworn 
to as an appendix to its statement of position. If any party wishes to take 
the position in response to any such tender that other evidence should be re- 
ceived, it shall tender such evidence in written form duly sworn to as an ap- 
pendix to its reply. The receipt of any such tender shall depend upon our 
further order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph ©. Swidler, 
Howard Morgan and L. J. O'Connor, Jr. 










CITY OF GRANBY, MISSOURI, DOCKET NO. CP61-313 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE 
OF NATURAL GAS 


(Issued August 31, 1961) 


On June 8, 1961, the City of Granby, Newton County, Missouri, (Applicant) 
filed in Docket No. CP61-313 an application pursuant to Section 7(a) of the 
Natural Gas Act for an order of the Commission directing Cities Service Gas 
Company (Cities Service) to establish physical connection of its facilities with 
eertain facilities which Applicant proposes to construct, and to sell and deliver 
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natural gas to Applicant for resale in said City and environs, all as more fully 
set forth in the application. 

Cities Service’s main transmission pipeline passes within approximately 6.5 
miles north of the City of Granby. Applicant proposes to construct the neces- 
sary connecting line and appurtenance, and the distribution facilities in the 
city and environs at an estimated total cost of $280,000, which construction 
will be financed by the issuance of gas revenue bonds. 

The estimated natural gas requirements of the City of Granby and environs, 
having a population of approximately 2,050, are as follows: 


Requirements in Mef 









Ist year 2d year 3d year 









































SE ninsis suntiniatvindasiiidisndiiaadeddaadalialaiccmieaipsenhdhlddhin niin 50, 580 59, 652 68, 724 
I GN incitiietiscitiied eceicind cecinciescinecdiniainnc xesbalstvetaciceenentpieniesiniganeabatieatiaael 700 | 828 955 





Service to Applicant by Cities Service would be within the total volumes of 
natural gas sales as limited by the Commission’s order issued December 27, 1960, 
in Docket No. CP60-32. 

On July 6, 1961, Cities Service filed with the Commission its verified letter 
advising that it will comply with the Commission’s decision in the matter. 

Due notice of the filing of the subject application and opportunity for hearing 
thereon has been given by publication in the Federal Register on August 9, 1961 
(26 FR 7165). No protest or petition to intervene has been filed in this 
proceeding. 


The Commission finds: 


(1) Cities Service Gas Company, a Delaware corporation having its principal 
place of business in Oklahoma City, Oklahoma, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of December 28, 1943, in Docket No. G-298 (4 FPC 471). 

(2) Applicant, City of Granby, Missouri, is a municipal corporation organized 
and existing under the laws of the State of Missouri, and is legally empowered 
to construct and operate natural gas facilities and to sell and distribute natural 
gas in Granby and environs. 

(3) It is necessary and desirable in the public interest to direct Cities 
Service Gas Company to establish physical connection of its transmission facili- 
ties with the facilities proposed to be constructed and operated by Applicant as 
hereinbefore described and to sell and deliver to Applicant up to 955 Mcf of 
natural gas per day for resale in the City of Granby, Missouri, and environs, 
as hereinafter ordered. 

(4) Cities Service Gas Company should be required to bear the cost of con- 
structing and maintaining the meter station necessary for the subject sale and 
delivery of natural gas to Applicant, pursuant to provisions of Cities Service’s 
FPC Gas Tariff. 

(5) Applicant should commence taking natural gas from Cities Service within 
one year from the date of issuance of this order. 


The Commission orders: 


(A) Cities Service Gas Company be and it is hereby directed to establish 
physical connection of its transmission facilities with the facilities proposed to 
be constructed by Applicant as hereinbefore described, together with such meter- 
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ing, regulating and appurtenant facilities as may be required therefor, and to 
deliver and sell up to 955 Mcf of natural gas per day to Applicant pursuant to 
Cities Service’s appropriate rate schedules on file with the Commission ; Provided, 
however, that Applicant shall commence the purchase of natural gas as proposed 
herein within one year from the date of issuance of this order. 

(B) Cities Service shall report to the Commission in writing and under oath 
the date of commencement of service to Applicant within ten days thereof. 

(C) Issuance of this order does not imply any change in paragraph (F) of 
the Commission’s order issued December 27, 1960, in Docket No. CP60-32. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 


HUMBLE OIL & REFINING COMPANY, DOCKET NO. G-14927 
ORDER DENYING PETITION FOR RECONSIDERATION 


(Issued August 31, 1961) 


On August 4, 1961, Humble Oil & Refining Company (Humble) filed a petition 
for reconsideration ’* of our order issued July 7, 1961, denying Humble’s motion 
to terminate the above-designated suspension proceeding. This proceeding con- 
cerns proposed increased rates of 14.3733 cents and 13.8733 cents per Mcf con- 
tained in Supplement No. 14 to Humble’s FPC Gas Rate Schedule No. 12 and 
rates of 13.8733 cents per Mcf contained in Supplement Nos. 12 and 13 to 
Humble’s FPC Gas Rate Schedule Nos. 14 and 22, respectively. Humble states 
that its motion to terminate this proceeding is based on the fact that the prices 
which were suspended are less than the applicable area rate announced in 
Statement of General Policy No. 61-1. 

In its petition for reconsideration Humble alleges that the “gas is processed 
at Humble’s expense and the purchaser pays only for dry gas volumes de- 
livered from the processing plant.” It might appear that Texas Eastern pays 
only the above-described prices for the subject gas. However, Texas Eastern 
in fact also incurs the costs of transporting the wet stream (other than the 
gas purchased at 14.3733 cents per Mcf) from the well head to the processing 
plant where the processor extracts and retains the entrained liquids and de- 
hydrates and delivers the residue gas to Texas Eastern.” 

The price standard for increased rates for the area involved is 14 cents for 
pipeline quality gas as set forth in Statement of General Policy No. 61-1. 
Humble’s 14.3733 cent rate is above the price standard; and the 13.8733 cent 
rates, when adjusted for the purchaser’s dehydration costs from gathering the 
entrained liquids for the processor, likewise exceed the price standard. Ter- 
mination of this proceeding its therefore denied. 


The Commission finds: 


The petition for reconsideration filed by Humble on August 4, 1961, sets forth 
no facts or principles of law which were not fully considered by the Commission 
when it issued its order of July 7, 1961, in this proceeding or which having 
now been considered warrant the change or modification of said order. 


1Humble’s filing, styled a petition for rehearing, has been accepted as a petition for 
reconsideration. According to Section 1.34 of the Commission’s Rules of Practice and 
Procedure, applications for rehearing pertain only to final orders. The complained-of 
order denying termination herein is not a final order. 

2See Texas Eastern Transmission Corporation, et al., 11 FPC 435, 444. 
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The Commission orders: 


The petition for reconsideration filed on August 4, 1961, by Humble in the 
proceeding in Docket No. G—14927 is hereby denied. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O'Connor, Jr. 


IROQUOIS GAS CORPORATION, DOCKET NO. CP61-276 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued August 31, 1961) 


On April 20, 1961, as supplemented on May 9 and June 20, 1961, Iroquois Gas 
Corporation (Applicant) filed in Docket No. CP61-276 an application pursuant 
to Section 7(c) of the Natural Gas Act for a certificate of public convenience 
and necessity authorizing the construction and operation of certain underground 
storage facilities for the development of the Perrysburg Gas Field in Cattaraugas 
and Chautauqua Counties, New York, as a Storage Field, and for the construc- 
tion and operation of approximately two miles of 16-inch transmission pipeline 
in the Town of Hamburg, Erie County, New York, all as more fully set forth in 
the application, as supplemented. 

The facilities proposed to be installed under this application with their re- 
spective estimated costs are: 


(a) Those necessary to reclaim 14 wells, recondition 16 wells and 


CETTE, RO TOW WD asecssicienccccica ce csistciea eine ial mntiaiepap atime $834, 000 
(b) Approximately 14.3 miles of 12-inch, 8-inch, 6-inch and +inch 

eke: Ge Well: Fs nas cc sean hides 355, 000 
(c) Approximately 5.5 miles of 12-inch delivery line from Perrys- 

burg Storage Field to Nashville Compressor Station._...._______ 228, 000 
(d) 660 additional horsepower and the Nashville Compressor 

SI i ce cps a see ean es ia aa 275, 000 


(e) Approximately two miles of 16-inch transmission pipeline, to 
be known as Line T-M 2, connecting two of Applicant’s existing 
main transmission pipelines supplying meiropolitan Buffalo_____ 120, 000 


Total estimated costs under application in Docket No. CP61- 


rN snc tice sich adi a tpl pate tahoe Tai acacia acaletiacies $1, 812, 000 

Applicant proposes to finance the above projects from its annual construction 
funds. 

The purpose of the construction of the facilities proposed herein, which will 
be operated as an integral part of Applicant’s whole gas system, is to develop a 
new storage pool to be known as Perrysburg Storage and to provide an inter- 
connection between two of Applicant’s main transmission pipelines supplying 
metropolitan Buffalo through which gas from Nashville Storage and the proposed 
Perrysburg Storage will be fed to market. 

Applicant plans to develop the Perrysburg Storage area as soon as possible so 
that a portion of the facilities will be in operation during the 1961 injection cycle 
and to complete the entire project by December 31, 1963. 

The planned Perrysburg Storage capacity is: 


PeeSEe Gm TR PORCU TORE CTO BONED ac seiscecetiectcceeecrenina 1.2 MMcf 
TS OR CRORE CT I anit ccsicestthcnsieanicantabeics acne eciiieaa ia 1.3 MMef 
ROTIG CR CRPEOVEE DiRiknccsctcccncdienna idan 2.8 MMcf 


Total gas in reservoir when full (975 psig) 5.3 MMcf 
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Development of the Perrysburg Storage is designed to enable Applicant to make 
summer purchase of gas, thereby increasing the load factor and lowering the 
cost of gas per Mcf to the consumer. The storage pool and transmission pipeline 
proposed under this application will give Applicant additional flexibility in dis- 
patching gas throughout its system and will permit uninterrupted service in cases 
of emergency. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
August 22, 1961, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Iroquois Gas Corporation, a New York corporation having its 
principal place of business in Buffalo, New York, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of March 23, 1943, in Docket No. G-384 (3 FPC 951). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation and supplements in this proceeding, are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (¢) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the issuance of the certificate hereinafter granted to 
Applicant and to the exercise of the rights granted thereunder, and that the con- 
struction of the facilities authorized by this order should be completed and said 
facilities placed in actual operation within 28 months from the date on which this 
order issues. 

(6) Applicant should be required to submit to the Commission semiannual 
reports under this authorization as hereinafter ordered. 

(7) The maximum storage pressure of the Perrysburg Storage should be 
limited to 975 psig, unless otherwise ordered by the Commission. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Iroquois Gas Corporation to construct and operate under- 
ground natural gas storage facilities and approximately two miles of trans- 
mission pipeline as hereinbefore described, all as more fully described in the 
application and supplements in this proceeding, upon the terms and conditions of 
this order. 





FEDERAL POWER COMMISSION 453 


(B) The general terms and conditions set forth in paragraphs (a), (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) above and to the exercise of the rights granted thereunder. 

(©) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within 28 months from the date on 
which this order issues. 

(D) Semiannual reports shall be submitted, coinciding with the termination 
of input and withdrawal cycles, showing the total volumes of natural gas 
injected and withdrawn from the Perrysburg Storage Field, the shut-in pressure 
of each well, the average of such pressures, and the corresponding total volume 
of natural gas in the storage reservoir, together with a statement by months 
of the total volumes of gas injected or withdrawn, the maximum day injection 
or withdrawal rate experienced and the average working pressure on such days 
at a central measuring point at which the total volume is measured. The report 
shall include additional statements or information that will indicate the pattern 
of use during the withdrawal season. There shall be included with each report 
a map showing the shut-in pressures in all storage wells and similar pressures 
on all wells in the area immediately adjacent to the storage field. Reports shall 
be filed until Applicant has completed two injection and withdrawal cycles when 
the stabilized shut-in storage pressure after the injection cycle has reached or 
has closely approximated a maximum storage pressure of 975 psig. 

(E) The maximum average storage pressure of 975 psig shall not be exceeded 
without further authorization by the Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NO. CP61-330 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued August 31, 1961) 


On June 19, 1961, Natural Gas Pipeline Company of America (Applicant) filed 
an application in Docket No. CP61-330, pursuant to Section 7(c) of the Natural 
Gas Act, for a certificate of public convenience and necessity seeking authoriza- 
tion to construct and operate certain facilities to enable it to sell and deliver 
natural gas to Illinois Power Company (Illinois), an existing customer, for 
resale and distribution in the village of Cerro Gordo, Illinois (Cerro Gordo). 

Applicant proposes to construct and operate a side tap, 200 feet of 2-inch 
lateral pipeline and a meter station on its existing 30-inch pipeline in Piatt 
County, Illinois. Illinois will construct and operate the necessary distribution 
system in Cerro Gordo, a regulator station and about 5.4 miles of 2-inch pipeline 
connecting the distribution system to Applicant’s proposed lateral. 

The application shows the following estimated natural gas requirements of 
Cerro Gordo: 


Volumes in Mcf 


Ist year 2d year 3d year 


Annual requirements 6, 617 28, 053 41, 604 
Peak day requirements 336 4%6 


———————$ 
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Iilinois wili render service to Cerro Gordo from quantities of naturai gas 
which Applicant has heretofore been authorized to sell and deliver to Illinois. 

The total cost of Applicant’s proposed facilities is estimated to be $11,550 
which cost will be paid from funds on hand. 

Illinois has obtained a franchise from Cerro Gordo and a certificate of public 
convenience and necessary from the Illinois Commerce Commission. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
August 24, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission's 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Natural Gas Pipeline Company of America, a Delaware cor- 
poration having its principal place of business in Chicago, Illinois, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofor found 
by the Commission in its order of October 13, 1942, in Docket No. G-235 (3 
FPC 830). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding are to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission 
and the construction and operation thereof by Applicant are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities for the sale 
and delivery of natural gas by Applicant are required by the public convenience 
and necessity and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(1), (c) (8), (ce) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued to Applicant 
and to the exercise of the rights granted thereunder, and that the construction of 
the facilities authorized by this order shall be completed and placed in actual 
operation within 6 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.80(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, Natural Gas Pipeline Company of America, 
to construct and operate the proposed facilities for the sale and delivery of 
natural gas, as hereinbefore described, all as more fully described in the applica- 
tion herein upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (1), (ec) (8), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 
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(C) The facilities hercoy authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within 6 months from the date on which 
this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 


PHILLIPS PETROLEUM COMPANY, DOCKET NOS. G-—138398, G-—16625, G- 
19581, G—20255, RI60-367, RI61-156 and RI61-—255 


ORDER ACCEPTING OFFER OF SETTLEMENT AND RELATED RATE FILINGS AND TERMINATING 
PROCEEDINGS 


(Issued August 31, 1961) 


On July 31, 1961, Phillips Petroleum Company (Phillips) submitted in the 
above-designated proceedings an Offer of Settlement, plus related rate filings, 
pursuant to Section 1.18(e) of the Commission’s Rules of Practice and Procedure. 
In its Offer of Settlement Phillips proposes to eliminate indefinite pricing pro- 
visions and change other provisions in five of its rate schedules if certain of its 
rates are allowed to become effective without refund obligation and if the above- 
designated proceedings are terminated. The subject rate schedules are Phillips’ 
FPC Gas Rate Schedule Nos. 2A, 37, 275, 281 and 286, which govern the juris- 
dictional sale of gas to Texas Eastern Transmission Corporation (Texas East- 
ern) from fields in Texas Railroad Commission District Nos. 2, 3 and 6. 

Concerning Rate Schedule No. 2A, Phillips proposes that the rate of 15.0 cents 
per Mcf, effective subject to refund as of May 3, 1961 in the proceeding in 
Docket No. RI61-255, be allowed to continue in effect without refund obligation 
and that said proceeding be terminated. Phillips also proposes that it be relieved 
of refund obligations under Rate Schedule No. 2A in the proceedings in Docket 
Nos. G—20255 and RI60-367 and that said proceedings be terminated. Those 
proceedings respectively concern earlier increased rates under the subject rate 
schedule of 14.6 cents per Mcf, effective subject to refund as of April 29, 1960, 
and 14.8 cents per Mcef, effective subject to refund as of November 2, 1960. 
Phillips offers in return to eliminate from Rate Schedule No. 2A all provisions 
for periodic and indefinite (favored-nation) price increases. 

Concerning Rate Schedule No. 37, Phillips proposes to eliminate all favored- 
nation and redetermination price provisions. Phillips also proposes a new 
schedule of periodic increases of 0.5 cent per Mcf in 1963 and 1968. The pres- 
ently effective rate under said rate schedule is 13.8733 cents per Mcf, not sub- 
ject to refund; said rate would remain in effect. Rate Schedule No. 37 is not 
subject to any suspension proceedings. 

Concerning Rate Schedule Nos. 275 and 281, Phillips proposes to eliminate 
the indefinite (favored-nation) pricing provisions and to increase the present 
rate from 12.2299 cents per Mcf to 14.3733 cents per Mcf, including a seller’s 
charge of 0.5 cent per Mcf for dehydration. Phillips has filed with its Offer of 
Settlement a Supplement No. 9 to its FPC Gas Rate Schedule No. 275 and a 
Supplement No. 9 to its FPC Gas Rate Schedule No. 281 proposing the 14.3733 
cents rates. In its offer, Phillips also proposes a new schedule of increase un- 
der said rate schedules of 0.5 cent per Mcf in 1963, 1968 and 1973.1. The present 


1The aforementioned Supplement Nos. 9 contain executed contract amendments re- 
flecting the proposed contract changes under Rate Schedule Nos. 275 and 281. Therefore 
no further filings will be required to implement the offer in this regard. 
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rate of 12.2299 cents is not subject to refund. Said rate schedules are not 
subject to any suspension proceedings. 

Concerning Rate Schedule No. 286, Phillips proposes that the rate of 15.0 
cents per Mcf, effective subject to refund as of April 1, 1961, in the proceeding 
in Docket No. RI61-156, be allowed to continue in effect without refund obliga- 
tion and that said proceeding be terminated. Phillips also proposes that it 
be relieved of refund obligations under Rate Schedule No. 286 in the pro- 
ceedings in Docket Nos. G—13398 and G—16625 and that said proceedings be 
terminated. Those proceedings respectively concern earlier increased rates 
under Rate Schedule No. 286, which was suspended and never made effective. 
as of April 1, 1958, and 14.6 cents per Mcf, effective subject to refund as of April 
1, 1959. Phillips also requests that the proceeding in Docket No. G—19581 be 
terminated. That proceeding concerns a proposed rate of 14.8 cents per Mcf 
under Rate Schedule No. 286, which was suspended and never made effective. 
Phillips offers in return to eliminate from said rate schedule all provisions for 
periodic and indefinite (favored-nation) price increases. 

Texas Eastern has approved the Offer of Settlement. An intervener, The 
United Gas Improvement Company, states it does not oppose the settlement of 
these proceedings upon the understanding “that the instant rate schedules 
will be subject to any reopening ordered by the court in [Phillips Petroleum 
Company] Docket Nos. G—1148, et al.” No other comments have been received. 

Since the terms of the Offer of Settlement are in accord with the provisions 
of the Second Amendment to the Commission’s Statement of General Policy 
No. 61-1 [18 CFR, Chapter I, Part 2, Section 2.56], issued December 20, 1960, 
it appears that the public interest will best be served by accepting Phillips’ 
Offer of Settlement as hereinafter provided. 

However, we desire to make it clear that acceptance of this Offer of Settle 
ment shall not be construed as approval of any future increased rates proposed 
by Phillips under the periodic escalation provisions of Rate Schedule Nos. 37, 
275 or 281, or otherwise. 





T'he Commission finds: 


The proposed settlement of these rate proceedings on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Phillips with 
the Commission on July 31, 1961, is in the public interest and appropriate to 
carry out the provisions of the Natural Gas Act and should be approved by the 
Commission and made effective as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by Phillips with the Commission on July 
31, 1961, is hereby approved and the related rate filings are hereby accepted 
in accordance with the provisions of this order. 

(B) Phillips shall execute with Texas Eastern, and shall file within 30 days 
from the date of issuance of this order, amendments to their Gas Purchase 
Contracts on file with the Commission as Phillips’ FPC Gas Rate Schedule 
Nos. 2A, 37, and 286, which filings shall conform to Phillips’ Offer of Settle- 
ment in all respects. 

(C) Upon compliance by Phillips with the terms and conditions of paragraph 
(B), the rates of 14.3733 cents per Mcf contained in Supplement No. 9 to 
Phillips’ FPC Gas Rate Schedule No. 275 and Supplement No. 9 to Phillips’ 
FPC Gas Rate Schedule No. 281 shall be effective as of August 31, 
1961; the presently effective rates of 15.0 cents per Mcf contained in Supple- 
ment No. 17 to Phillips’ FPC Gas Rate Schedule No. 2A and Supplement No. 7 
to Phillips’ FPC Gas Rate Schedule No. 286 shall continue in effect without re- 
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fund obligations; Phillips shall be relieved of all refund obligations in the 
proceedings in Docket Nos. G—13398, G—16625, G-20255, R160-367, RI61-156, and 
RI61-255; and said proceedings and the proceeding in Docket No. G—19581 
shall terminate. 

(D) The acceptance of this Offer of Settlement is without prejudice to any 
findings or determinations that may be made in any proceeding now pending or 
hereinafter instituted by or against Phillips. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 


D. W. PICKETT, JR. (OPERATOR), ET AL., DOCKET NO. RI61-107 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDING 


(Issued August 31, 1961) 


On September 7, 1960, D. W. Pickett, Jr. (Operator), et al. (Pickett) tend- 
ered for filing Supplement No. 5 to Pickett’s FPC Gas Rate Schedule No. 2, 
proposing an increased rate from 11.90337 cents to 17.02416 cents per Mcf at 
14.65 psia for the jurisdictional sale of gas to Tennessee Gas Transmission Com- 
pany (Tennessee Gas) from Auga Dulce Field, Nueces County, Texas. The 
supplement was suspended by order of the Commission issued September 30, 
1960. The proposed increased rate became effective subject to refund under bond 
on March 8, 1961. 

On July 24 and August 22, 1961 Pickett submitted in this proceeding an 
Offer of Settlement and a supplement thereto pursuant to Section 1.18(e) of 
the Commission’s Rules of Practice and Procedure. 

In its Offer of Settlement Pickett proposes to eliminate the favored-nation 
provision from its contract; to substitute a new schedule of periodic rates of 14.6 
cents* per Mcf from August 1, 1961 to November 1, 1964 plus a one cent increase 
in 1964, 1969, 1974, and 1979; and to eliminate tax reimbursements for Texas 
taxes above the former 5.2 percent Texas State production tax level. Pickett 
requests that this proceeding be terminated. 

Tennessee Gas has joined in the Offer of Settlement and approves the proposed 
contract amendments. The only intervener in this proceeding, The Brooklyn 
Union Gas Company, states it has no objection to the proposed settlement. 

Since the proposed rate of 14.6 cents per Mcf subject to dehydration charge 
is acceptable under the provisions of the Second Amendment to the Commission’s 
Statement of General Policy No. 61-1 [18 CFR, Chapter I, Part 2, Section 2.56] 
issued December 20, 1960, it appears that the public interest will best be served 
by accepting Pickett’s proposed settlement as hereinafter provided. 

However, we desire to make it clear that acceptance of this Offer of Settle- 
ment shall not be construed as approval of any future increased rates proposed 
by Pickett under the periodic escalation provisions or otherwise. 


The Commission finds: 


The proposed settlement of this rate proceeding on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by Pickett with the Com- 
mission on July 24 and August 22, 1961, is in the public interest and appropriate 
to carry out the provisions of the Natural Gas Act and should be approved by 
the Commission and made effective as hereinafter ordered. 


1Plus partial reimbursement for future tax increases on production, etc. and subject 
to dehydration charge by purchaser. 
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The Commission orders: 


(A) The Offer of Settlement filed by Pickett with the Commission on July 24 
and August 22, 1961, is hereby approved in accordance with the provisions of this 
order. 

(B) Pickett shall execute with Tennessee Gas, and shall file within 30 days 
from the date of issuance of this order, an amendment to its Gas Purchase 
Contract with Tennessee Gas dated September 21, 1949, as amended, on file 
with the Commission as Pickett’s FPC Gas Rate Schedule No. 2, which filing 
shall conform to Pickett’s Offer of Settlement in all respects. 

(C) Upon compliance by Pickett with the terms and conditions of paragraph 
(B), the increased rate of 17.02416 cents shall be disallowed; Pickett shall re- 
fund the amounts, if any, collected in excess of the rate of 11.90337 cents from 
March 8 to August 1, 1961, plus interest at the rate of 7 percent per annum and 
shall report said refunding to the Commission together with Tennessee Gas’s 
acknowledgment that said refunds satisfy Pickett’s refund obligations under 
this order; the settlement rate of 14.6 cents subject to dehydration charge shall 
be effective as of August 1, 1961, without obligation of refund; and the proceed- 
ing in Docket No. R161-107 shall terminate. 

(D) The acceptance of this Offer of Settlement is without prejudice to any 
findings or determinations that may be made in any proceeding now pending or 
hereinafter instituted by or against Pickett. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 
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KERR-McGEE OIL INDUSTRIES, INC., DOCKET NO. G—14729 
ORDER DENYING TERMINATION 
(Issued September 1, 1961) 


On July 13, 1961, Kerr-McGee Oil Industries, Inc. (Kerr-MecGee) filed a mo- 
tion to terminate in part the suspension proceeding in Docket No. G-14729. The 
rate change involved in said proceeding is designated as Supplement No. 17 and 
concerns sales of gas to Phillips Petroleum Company (Phillips) from the Texas 
Hugoton Field, Sherman County, Texas. Phillips resells the subject gas to 
Michigan Wisconsin Pine Line Company (Michigan Wisconsin). Both Kerr- 
MecGee’s and Phillips’ rates are directly related to Michigan Wisconsin’s whole 
sale rates. 

Phillips has submitted, over a period of time, three separate spiral-escalation 
type increases in its rate to Michigan Wisconsin based upon increased rates of 
the pipeline company. Each of Phillips’ increased rates was suspended by the 
Commission in separate dockets. The suspension proceedings involving Phillips’ 
first two increased rates in Docket Nos. G-7773 and G-10793 were terminated and 
such rates allowed by Commission Opinion No. 338. The State of Wisconsin 
and Public Service Commission of Wisconsin (and others) have petitioned the 
District of Columbia Court of Appeals for review of the Commission’s opinion 
and order. 

Kerr-McGee did not elect to file its revenue-sharing type rate increases related 
to Phillips’ filings separately as they became due pursuant to the contract, but 
submitted a single notice of change combining the three percentage increases 
from 6.775 cents to 9.112 cents per Mcf at 14.65 psia, including tax reimburse- 
ment. This increased rate was made effective subject to refund in Docket No. 
G-14729 on March 31, 1958. Phillips’ related increased rate is in effect subject 
to refund in Docket No. G—13069. 

In essence, Kerr-McGee proposes that the two lower increases to which it was 
contractually entitled be established under its rate schedule and only the incre- 
ment between the higher of such increases (8.687 cents) and the now effective 
9.112 cents rate in Docket No. G—14729 be subject to refund. 

Kerr-McGee states in its motion that the total increase in price in Docket No. 
G-14729 which is related to Phillips’ prices considered in Docket Nos. G-7773 
and G-—10793 results in increased total prices which are much less than the 
11 cents per Mcf price level for increased rates for the Texas Railroad Commis- 
sion District No. 10 as established by Commission Statement of General Policy 
No. 61-1. 

As was stated in the aforementioned Statement, the rate levels therein shown 
are merely to “serve as a guide” in determining “just and reasonable” rates. 
They are not determinative of “just and reasonable” rates for the various areas. 
In addition, when an increased rate for jurisdictional sale of gas is filed and 
is suspended by the Commission, the entire increased rate, as such, is subject 
to the just and reasonable standard set out in Section 4 of the Natural Gas Act. 
It may result, from the evidence adduced, that the just and reasonable rate for 
the particular sale of gas may be below that set out in our Statement of General 
Policy for the producing area wherein the sale is made. Furthermore, the 
increased rate of Kerr-McGee is related to Phillips’ increased rate which is in 
effect subject to refund in Docket No. G—-13069. 
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The Michigan Public Service Commission has filed an answer and objection 
to the motion to terminate stating that such partial termination would be 
arbitrary. In addition, litigation is pending concerning Phillips’ rates upon 
which that proposed by Kerr-McGee is based. 


The Commission finds: 


It is appropriate to the proper administration of the Natural Gas Act, the 
Regulations of the Commission, and the Rules of Practice and Procedure relat- 
ing thereto, that the motion of Kerr-McGee filed on July 13, 1961, be denied. 


The Convnrission Orders: 


The motion filed by Kerr-McGee on July 13, 1961, to partially terminate pro- 
ceedings in Docket No. G—14729 is hereby denied. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Joseph C. Swidler, 
Howard Morgan and L. J. O’Connor, Jr. 










ALABAMA POWER COMPANY, PROJECT NOS. 2146, 618, AND 2203 


ORDER TO SHOW CAUSE 


(Issued September 1, 1961) 


By Opinion and Order of September 4, 1957 (18 FPC 257) the Commission 
issued a license to Alabama Power Company (the Company) for Project No. 
2146 which had the effect of permitting the Company to commence construction 
of its proposed Weiss development (also known as Leesburg), and make certain 
changes in its existing Lay development, while the Company and the Commis- 
sion’s staff continued studies of other proposed developments which, together 
with the existing Jordan No. 1 and Mitchell developments of the Company, 
would cover the reach of the Coosa River between the proposed federal Jones 
Bluff reservoir near Wetumpka, Alabama, at about river mile 12 and Mayos 
Bar at about river mile 278. 

Additional changes in the Lay development were authorized by order issued 
October 7, 1958. Changes in the Weiss development were authorized by Com- 
mission orders issued February 27 and October 12, 1959. The initial installa- 
tion authorized for the Weiss development consists of three generating units. 
Units 2 and 3 were placed in operation at Weiss on June 5, 1961, and Unit 
No. 1 is scheduled to go into operation during September 1961. The Kelly 
Creek development is in the intial stages of construction. 

Plans for a proposed Kelly Creek development (also known as Logan Martin) 
were approved by order issued April 21, 1960 authorizing commencement of 
construction of that development pursuant to Article 30 of the license (18 FPC 
257, 271), which prohibited commencement of construction in the Kelly Creek 
reach of the Coosa River prior to approval of plans by the Commission. Article 
30 of the license also prohibits commencement of construction in the Lock No. 
3 and in the Wetumpka reaches of the river prior to Commission approval of 
plans therefor. 

As the result of additional studies by the Company and by the Commission’s 
staff. the Company filed application on September 4, 1959, which was later 
supplemented, for amendment of the license for Project No. 2146 to include the 
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proposed Jordan No. 2 development in the Wetumpka reach of the river in lieu 
of its previously proposed Wetumpka development. The application for amend- 
ment also requested that the existing Mitchell and Jordan No. 1 developments, 
with certain proposed changes thereto, be included in the license for Project 
No. 2146.1 The proposed changes in the existing Jordan No. 1 development are 
necessary for the proposed Jordan No. 2 development. The data submitted by the 
Company shows that the proposed Jordan No. 2 development and the proposed 
changes in the existing Jordan No. 1 development have engineering and economic 
feasibility. The data also show that the previously proposed Wetumpka develop- 
ment is economically infeasible.’ 

By orders issued August 4, 1960, as modified on rehearing by orders of Sep- 
tember 16, 1960, the Commission granted the request to include the proposed 
Jordan No. 2 development in lieu of the previously proposed Wetumpka develop- 
ment, subject to certain conditions specified therein. However, the Commission 
again refused to include the existing Mitchell and Jordan No. 1 developments in 
the license for Project No. 2146. On application for rehearing on the orders of 
August 4, 1960, the Company stated that the only thing sought by the Company 
which was not allowed was the inclusion of the existing Mitchell and Jordan 
developments in the license for Project No. 2146. Thus it appears that the 
second refusal of the Commission to include the existing Mitchell and Jordan 
No. 1 developments in a license terminating in excess of 50 years from the dates 
those developments were licensed, is the sole basis for the Company not having 
accepted the Commission orders of August 4, 1960. 

As indicated above, through the further studies required by the license, the 
Company has demonstrated the infeasibility of its previously proposed We- 
tumpka development and its incompatibility with the requirements of Section 
10(a) of the Federal Power Act. The effect of the orders of August 4, 1960 as 
modified on rehearing by orders of September 16, 1960, if accepted by the Com- 
pany, is to permit the Company to submit for Commission approval plans for 
the proposed Jordan No. 2 development and plans for the proposed changes in the 
existing Jordan No. 1 development, in the event the Company intends to proceed 
in good faith and with due diligence with the completion of Project No. 2146 
pursuant to Section 13 of the Federal Power Act and Section 12 of Public Law 
436 of the 83d Congress (68 Stat. 302, 303). 

In its opinion and order of September 4, 1957, the Commission expressed the 
view that full economic development of these water resources for public purposes 
could be accomplished by the issuance of a license to the Company for Project 


1By its opinion and order of September 4, 1957, the Commission had denied a prior 
request by the Company to include the existing Mitchell and Jordan No. 1 developments 
in the license for Project No. 2146 (18 FPC 257, 263). The Mitchell development (Project 
No. 82) and the Jordan No. 1 development (Project No. 618) are under separate 50-year 
licenses expiring in 1971 and in 1975, respectively. 

2The ultimate installation of the Jordan No. 2 development has an estimated cost of 
$40 million as compared with Wetumpka’s estimated cost of $14 million. The estimated 
annual cost is $5,021,000 for the Jordan No. 2 development and $1,750,000 for Wetumpka. 
Using the values for energy supplied by the Company we can compute the estimated annual 
value of energy that would be produced by the Jordan No. 2 plant at $6,084,000 as opposed 
to $1,022,000 for Wetumpka. The calculation graphically demonstrates the decided eco- 
nomie superiority of the Jordan No. 2 plan of development: its annual benefits substantially 
exceed the annual costs, whereas Wetumpka would be a losing proposition. Furthermore, 
the investment for the necessary changes at Jordan No. 1 would be repaid within a period 
of about two years from the additional power production at Jordan No. 1. 
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No. 2146 (18 FPC 257, 262).* Apparently, the Company has challenged this 
statement, by refusing to accept the orders of August 4, as modified on rehearing 
by the orders of September 16, 1960, or by refusing to seek court review on the 
merits of those orders pursuant to Section 313(b) of the Federal Power Act.‘ 

The Company, on November 10, 1959 filed application, which was later supple- 
mented, for license (Project No. 2203) for authorization to construct, maintain, 
and operate a powerhouse contiguous to Lock and Dam No. 13 proposed to be 
redeveloped by the United States on the Warrior River approximately five miles 
upstream from the City of Tuscaloosa, Alabama. In the event Lock and Dam 
No. 13 is redeveloped by the United States, and the Company obtains a license 
for a power plant at the proposed government dam, it appears that the Company 
proposes to utilize the power plant (Project No. 2203) to supplement Project No. 
2146 and other plants in supplying its increasing power requirements. 

In view of the apparent objections of the Company to fully develop water 
resources, pursuant to Section 10(a) of the Federal Power Act, in those areas in 
which it has conditional authorization, it may be in the public interest to dismiss 
the application for Project No. 2203. 


The Commission finds: 


It is appropriate and in the public interest that Alabama Power Company 
show cause, if any there be: (1) why it should not accept and comply with the 
Commission’s orders of August 4, as modified on rehearing by orders of 
September 16, 1960 with respect to Project Nos. 2146 and 618; and (2) why the 
application for license for Project No. 2203 should not be dismissed without 
further proceedings thereon. 


The Commission orders: 


Alabama Power Company shall within thirty (30) days from the date of 
issuance of this order, show cause, if any there be: (1) why it should not accept 
and comply with the Commission’s orders of August 4, 1960, as modified on 
rehearing by orders of September 16, 1960, in Project Nos. 2146 and 618; and (2) 
why the application for license for Project No. 2203 should not be dismissed 
without further proceedings. 


8In its opinion (18 FPC 257, 262) the Commission said: 
Our decision to issue a license has been reached only after full consideration of the 
provisions of Section 7(b) of the Power Act. While Congress, by enactment of Public 
Lew 436, indicated that it desires the Coosa River to be developed by a non-Federal 
ageucy, provided of course that the development to be so made will meet the criteria 
established by the Power Act and Public Law 436, Congress also made it clear by 
the provisions of Section 13 of the Public Law that we are still free to recommend 
Federal development of the Coosa River and to reject the Applicant’s proposal if, in 
our judgment, such a course should be followed. However, it is our judgment that 
the United States itself should not undertake the development of the water resources 
involved for public purposes, because full economic development can be accomplished 
under the license hereinafter issued. 
4The petitions filed by the Company in the United States Court of Appeals for the Fifth 
Circuit (Alabama Power Co. v. F.P.C., Nos. 18658, 18659, and 18660) were dismissed by 
the Court on June 21, 1961 on the ground that they were not petitions to review orders 
of the Federal Power Commission. 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and L. J. O’Connor, Jr. 





CITY OF SEATTLE, WASHINGTON, PROJECT NO. 2144; AND PUBLIC 
UTILITY DISTRICT NO. 1 OF PEND OREILLE COUNTY, WASHINGTON, 
PROJECT NO. 225 
ORDER MODIFYING ORDER ISSUING LICENSE AND DENYING APPLICATIONS FOR REHEARING 


(Issued September 6, 1961) * 





On July 10, 1961, we issued an order in this proceeding modifying and adopting 
the examiner’s initial decision and issuing a license to the City of Seattle 
(Seattle) for Project No. 2144, 26 FPC 54. Applications for rehearing of this 
order have been filed by Public Utility District No. 1 of Pend Oreille County, 
Washington (PUD), the applicant for the competing and mutually exclusive 
Project No. 2250, and by the intervening lead and zine mining interests (Mining 
Interests). 

PUD Application for Rehearing 


















PUD requests not only reconsideration of the order of July 10, 1961, but re- 
argument before the Commission as now constituted. It notes that consideration 
and disposition of the application for rehearing is an integral part of the ad- 
ministrative process, and that no objection to the-Commission’s order can be 
urged on appeal unless urged to the Commission in the application for rehearing. 
PUD contends that reargument is required by sound policy as well as by law 
where as here only one commissioner who heard the oral argument and partici- 
pated in the Commission’s decision is still sitting on the Commission and 
consideration of the application for rehearing must necessarily be made by at 
least two new commissioners. PUD cites W/BC v. FCO, 259 F. 2d 941, cert. den. 
358 U.S. 920, where the Court of Appeals for the District of Columbia vacated 
an FCC order. in which the controlling vote had been cast by a commissioner 
who was not a member of the FCC at the time of oral argument, and whose 
participation in the oral argument had not been clearly waived by the parties. 

It is necessary and appropriate in the public interest that this proceeding not 
be unduly protracted. In our opinion the change in the membership of the 
Commission since July 10, 1961, when we issued our order licensing Seattle to 
build the Boundary project, does not justify a reargument of the case orally 
before the new Commission. The examiner’s decision, the exceptions thereto, the 
transcript of the oral argument before the Commission held on June 8, 1961, 
and our decision of July 10, 1961, are all available to the present Commission 
and these develop the issues at length and in considerable detail. Also available 
are the transcript of the oral argument before the examiner, the briefs to the 
exaininer, and the entire record in the proceeding before the examiner. We do 
not feel that a further argument of the issues before the Commission is neces- 
sary or appropriate to a proper disposition of the applications for rehearing 
now before us. The WIBC case cited by PUD is not controlling. Under 47 
U.S.C. Section 409(b), the FCC is required to hear oral argument upon request 
of any party filing exceptions to an examiner’s initial decision. Under Section 
308(b) of the Federal Power Act and Section 1.31(d)(2) of the Commission's 
Rules of Practice and Procedure, oral argument is not required upon request, 
but it is within the Commission’s discretion to grant or deny a request for oral 
argument. Furthermore, unlike the order vacated by the court in the WIBC 
























*Affirmed, 
U.S. 956. 
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case, the order of July 10, 1961, issuing license in this proceeding, was partici- 
pated in by the same commissioners who heard the oral argument. There is 
no reason to question the validity or effectiveness of the order of July 10, 1961, 
because of subsequent changes in the membership of the Commission ; and as for 
this order on rehearing, we may properly dispose of the issues raised by the 
applications for rehearing without granting further oral argument. 

PUD contends that the Commission erroneously ignored the requirement of 
Section 7 of the Federal Power Act that preference be given to the applicant 
whose plan is best adapted “to conserve and utilize in the public interest the 
water resources of the region.” PUD notes the extensive undeveloped natural 
resources of Pend Oreille County, and the County’s need for low cost power to 
develop these resources. It argues that the “public interest” referred to in the 
Act is the interest of the region in which the water resource is located, and 
that the development of that resource as a means for the economic growth of 
Pend Oreille County represents the public interest Congress intended to be 
served by the licensing of a project in this proceeding. 

It would seem that the public interest Congress had in mind is not limited to 
the county where a particular water resource is located. It seems equitable, 
however, to give consideration here to the local interest of the area where the 
power resource is located, particularly since the area is one where the limited 
hydro-electric resource, once devoted to outside use, cannot be replaced with 
other energy sources except at a much greater cost. Although the PUD has 
not shown a present or future need for power in excess of what can be pro- 
duced at Box Canyon and its other plants, the public interest requires a reser- 
vation of some portion of the Boundary power for the future development of 
the resources of Pend Oreille County. The examiner provided for a reserva- 
tion of 48,000 kilowatts which, together with 48,000 kilowatts of Box Canyon 
power subject to recapture by the PUD under its contract with Seattle and 
power available to it from the Bonneville Power Administration, should be 
sufficient to meet the requirements of the PUD in the County without resort 
to high cost alternative steam. The record shows that Seattle recognizes the 
need for such a reservation and its obligation to meet it, and that Seattle sug- 
gested 48,000 kilowatts as a fair and reasonable assignment for the PUD. 
We shall modify our order of July 10, 1961, to require a reservation of 48,000 
kilowatts to be made available to the PUD at cost for use in Pend Oreille County, 
subject to a proviso that the amount so available shall be reduced by the amount 
of any power recaptured by the PUD under the Box Canyon contract and sold 
for use outside the County. 

PUD contends that the Commission erred in concluding that Z Canyon is 
financially unfeasible because of a lack of market for its power. The examiner 
devoted eighteen pages of his decision to a showing of PUD’s failure to prove 
the financial feasibility of its proposals. PUD has not demonstrated an exist- 
ing and potential market for Z Canyon power, and the record shows that such 
a demonstration is necessary before PUD could successfully negotiate its con- 
templated bond issue. PUD argues that the availability of low cost Z Canyon 
power will produce the necessary markets by attracting new industry to the 
County. But as the examiner found, despite repeated attempts to sell Pend 
Oreille County as a desirable location, there has been no industry of any size 
attracted to Pend Oreille County as the result of the construction of Box Can- 
yon; and, aside from some further increase in production from the mines if and 
when the market for ore improves, there is no evidence of growth of industrial 
activity in the County. PUD contends that our decision in the Hells Canyon 
case, Idaho Power Co., 14 FPC 55, requires a different result; however, PUD’s 
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reliance on that case is misplaced since our decision there is based on a record 
showing Idaho’s need for all of the power from the three dams on its own sys- 
tem by 1975, a need for all of the Brownlee power at the outset, a need for 
Oxbow power by 1962, and possibilities for the sale of excess power to other 
systems until 1975. 

PUD charges that the Commission’s order and license deny PUD a fair hear- 
ing on the issue of mine damage and the economic and engineering feasibility 
of the proposed projects. This charge is based on PUD’s assumption that by 
inclusion of Article 43 the Commission has rejected Seattle’s theory on the 
mine damage problem. Since the PUD position is that the removal of overbur- 
den, sealing of openings, and other protective measures in the Boundary reser- 
voir would not be feasible from an engineering or economic standpoint, PUD 
contends that Article 43 requires dismissal of Seattle’s application. To grant 
the application with Article 43, PUD argues, is to deny it the right to hear testi- 
mony, to cross-examine witnesses, to offer witnesses of its own, and generally 
to participate in the resolution of the issues of technical and economic feasibility, 
since it would now appear that the Commission would determine these questions 
ex parte. PUD notes that Seattle failed to adduce evidence at the hearings as 
to the cost of such protective measures, and that without such evidence the 
Commission cannot determine the feasibility of the Boundary project. 

The PUD’s assumption as to the meaning and effect of Article 43 is in error. 
The Commission’s conclusions with respect to the mine damage issue are set 
forth in finding paragraphs (77) through (98) of the examiner’s decision. 
The Commission does not anticipate that there will be any serious damage to 
the mines by reason of the existence of the Boundary reservoir, and it is not 
the purpose of Article 43 to require the removal of overburden in an effort to 
seal every fracture which might possibly connect with present or future mine 
workings. Rather, Article 43 is intended to assure the parties to this proceed- 
ing and the public of the Commission’s continuing interest in preserving the 
valuable lead and zine resources of the Metaline Mining District, and its in- 
tention to exercise continuing authority to assure the safety of the mines both 
during the construction of the Boundary Dam and after the filling of the 
reservoir. Thus, under Article 48, the Commission may see that the require- 
ments of Article 42, with respect to the relocation and modification of mining 
facilities are carried out to its satisfaction; it may require the sealing and 
grouting of openings, if any, which during the construction period give appear- 
ance of requiring particular attention; and it may also require other protec- 
tive measures should the need therefor appear during the construction of the 
dam or the filling of the reservoir. Furthermore, as explained in the order 
issuing license, Article 43 gives the Commission continuing authority to require 
the evacuation of the reservoir by means of the facilities provided under Article 
44, and to require such further steps as may be necessary or appropriate for the 
safety of the mines and to assure the watertightness of the reservoir in the 
unlikely event that a flow of water from the reservoir into the mines should 
occur. 

PUD contends that the Commission erred in adopting the examiner’s dis- 
cussion and disposition of the issue as to whether Seattle has power to acquire 
by condemnation lands belonging to PUD and necessary for Seattle to effect 
the purposes of the license issued to it. The examiner denied PUD’s motion to 
dismiss Seattle’s application because of its inability to comply with the re 
quirements of Section 9(b) of the Federal Power Act, and concluded that should 
Seattle receive a license, its power to acquire the properties in question is 
clear under City of Tacoma v. Taxpayers, 357 U.S. 320. 
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PUD takes the position that Seattle is powerless to acquire PUD’s lands 
by reason of a specific prohibition in Section 35.84.30 of the Revised Code of 
Washington (1951); that Seattle cannot qualify as an applicant for a license 
because of its inability to show compliance with the requirements of state law 
as required by Section 9(b) of the Federal Power Act; and that the Washing- 
ton statute’s restriction on Seattle’s capacity to condemn PUD’s properties is 
an impediment to Seattle’s exercise of the right granted to a licensee by Congress 
in Section 21 of the Federal Power Act to acquire necessary properties by 
eminent domain in the federal courts. We need not decide in this proceeding 
whether Seattle is prohibited by state law from acquiring the particular 
properties of PUD in question. In our opinion Seattle’s right to acquire these 
properties by the exercise of the power of eminent domain under Section 21 
of the Federal Power Act is well established. FPC v. Tuscarora Indian Nation, 
362 U.S. 99; City of Tacoma v. Taxpayers, supra; First Iowa Hydro-Electric 
Cooperative v. FPC, 328 U.S. 152; State of Washington Department of Game v. 
FPC, 207 F. 2d 391, cert. den. 347 U.S. 936. And as we found in order issuing 
license, Seattle has submitted satisfactory evidence of compliance with the 
requirements of all applicable state laws insofar as necessary to effect the 
purposes of the license. 

PUD contends that the Commission erred with respect to the so-called “con- 
flict of interest” issue in adopting the examiner’s conclusion that no basis, 
legal or equitable, has been shown for the exclusion of testimony and exhibits 
presented or prepared for Seattle by employees of the Bureau of Reclamation. 
PUD contends that to allow such evidence is contrary to the policy embodied in 
18 U.S.C. Section 281, a criminal statute. This statute makes it a crime for 
an employee of the United States, or any department or agency thereof, 
directly or indirectly to receive or agree to receive compensation for services 
rendered in relation to any proceeding or other matter in which the United 
States is a party or directly or indirectly interested before any department 
or agency. The record shows that witness Winter and other employees of the 
Bureau of Reclamation in their off-duty hours consulted with and assisted 
Seattle on an hourly basis with the design and engineering aspects of Seattle’s 
Boundary project. 

The examiner dealt with this issue at length in his initial decision, and the 
Commission adopted his disposition of it in the order issuing license. It is not 
for this Commission to determine whether there has been a violation of the 
criminal statute referred to. Furthermore, it is not at all clear that this 
statute is concerned with “conflict of interest” as was the statute before the 
Supreme Court in the Dizron-Yates case cited by PUD. U.S. v. Mississippi 
Valley Co., 364 U.S. 520. On the record before us, we can find no conflict of 
interest which as a matter of policy would impel us to exclude the testimony and 
exhibits in question. And apart from such a conflict of interest as might re- 
quire their exclusion as a matter of policy, we know of no basis in law or 
equity for excluding said testimony and exhibits. We cannot conclude, as PUD 
would have us do, that the appearance of Mr. Winter and the admission into 
evidence of exhibits prepared by him and others constitute an assault upon the 
“integrity of the administrative process” which requires dismissal of Seattle’s 
application. 

Mining Interests Application for Rehearing 


Mining Interests allege a number of errors in the Commission’s order of July 
10, 1961, their principal objections being that the Commission’s findings as to 
the probability of mine damage are not supported by substantial evidence and 
that Article 48 requires Seattle to take measures for the protection of the mines 
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with respect to which there has been no hearing, no evidence as to plans and 
costs, and no findings by the Commission as to feasibility. Mining Interests 
would have the Commission reopen the proceedings and require Seattle to present 
plans and estimates of cost with respeet to “appropriate measures to assure the 
watertightness of the reservoir” under Article 43. Mining Interests also con- 
tend that Article 44 should require the installation of low level gates which 
would be capable of evacuating the reservoir to natural water elevations at any 
time of year, and that the plans and cost estimates for such gates should be 
presented to the Commission for approval as part of the hearing in connection 
with Article 43. Mining Interests also request reargument of the exceptions to 
the examiner’s decision before the newly appointed commissioners. 

We have already reiterated our conclusions as to the probability of mine 
damage in our discussion of PUD’s application for rehearing. There is no need 
for further discussion of this question here. 

Mining Interests’ request for reopening is based on an erroneous assumption 
as to the meaning and effect of Article 43 and the “appropriate measures” which 
we intended to require by that article. As explained above, it is not the purpose 
of Article 43 to require the removal of overburden, and the record does not 
show a need for the extensive programs of sealing the reservoir which Mining 
Interests assume, and which they contend is infeasible both from an economic 
and an engineering standpoint. On the contrary, the evidence shows that 
damage to the present and future mine workings is not apparent. The proper 
meaning and effect of Article 48 is set forth in our discussion of PUD’s ap- 
plication for rehearing, and as so construed Article 43 requires a reasonable 
exercise of prudence on the part of Seattle in the construction and operation of 
the Boundary project, and expresses the Commission’s intention of exercising its 
continuing jurisdiction in the interest of the safety and protection of the mines. 
In the exercise of this continuing authority, the Commission under Article 43 
may order Seattle to evacuate the reservoir by means of the low level gates 
required by Article 44. And although the gates therein specified, or such 
modifications thereof as the Commission may approve as part of Seattle’s revised 
Exhibit L drawings, may not be able to wholly evacuate the reservoir or to lower 
it to natural water elevations under all flow conditions in the river, they will 
nevertheless provide a reasonable measure of protection in the event of an 
emergency, and at a cost which would not seriously affect the feasibility of the 
project. 

As for Mining Interests’ request for reargument before the Commission, we 
have already stated that such reargument is neither necessary nor appropriate 
to a proper disposition of the applications for rehearing. 

The Commission finds: 

(1) The Commission’s order of July 10, 1961, issuing license to Seattle, should 
be modified by the addition of Article 49, as ordered below. 

(2) The assignments of error and grounds for rehearing set forth in the 
applications for rehearing present no new facts or principles of law which were 
not considered by the Commission when it issued its order and license of July 
10, 1961, or which having now been considered warrant any change or modifica- 
tion of said order and license other than as found above and ordered below. 
The Commission orders: 

(A) The Commission’s order of July 10, 1961, is hereby modified by the 
addition of Article 49 to the licensing provisions thereof as follows: 

Article 49. The Licensee shall assign 48,000 kilowatts to the PUD from the 
Boundary Project at the PUD’s system load factor, any part or all of which 
shall be available to the PUD at cost upon two years’ notice by the PUD, to 
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meet the load requirements of present or potential consumers (not including 
purchasers for resale) within the PUD’s service area ; Provided, That the amount 
of power made available by this article shall be reduced by the amount of 
any power recaptured by the PUD under the Box Canyon contract with Seattle 
and sold for use outside Pend Oreille County. 

(B) The applications for rehearing of the Commission’s order of July 10, 
1961, issuing license to Seattle, filed herein by PUD and Mining Interests, are 
hereby denied. 

Commissioner Kuykendali concurring in part and dissenting in part, filed a 
separate statement. Commissioner O’Connor not participating. 

KUYKENDALL, Commissioner, concurring in part and dissenting in part: 

I concur with the majority in the action taken on rehearing, except that I 
would not require Seattle to make available to PUD 48,000 kilowatts of Bound- 
ary power. 

The records shows that PUD sells about three-fourths of its power produc- 
tion to Seattle and others for use outside of Pend Oreille County. PUD has 
not demonstrated a present or future need for power in excess of what is avail- 
able to it from the Box Canyon project and its other plants. On the other 
hand, the record shows that all the Boundary power will be needed for Seattle’s 
distribution system by the time the Boundary project can go into operation. 
Therefore, in view of the requirement that PUD market this power within its 
own territory, this reservation appears to me to be not only unwarranted, but 
also useless. 

Furthermore, if it be assumed that PUD will have need for additional 
power, I can find no rational basis for the choice of the quantity (48,000 kilo- 
watts) to be reserved. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuyken- 
dall, Howard Morgan and L. J. O’Connor, Jr. 


CITY OF ADAIRSVILLE, GEORGIA, DOCKET NO. CP61-308 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE 
OF NATURAL GAS 


(Issued September 7, 1961) 


On June 1, 1961, the City of Adairsville, Georgia (Applicant) filed an applica- 
tion in Docket No. CP61-308 for an order, pursuant to Section 7(a) of the 
Natural Gas Act, directing Southern Natural Gas Company (Southern) to 
establish physical connection of its gas transportation facilities with Applicant’s 
proposed distribution system and to sell and deliver natural gas to Applicant 
for resale and distribution in the City and environs. 

Applicant proposes to construct, own and operate a transmission line of 10 
miles of 3-inch and 7.5 miles of 2%-inch pipeline connecting with Southern’s 
transmission line near Rome, Georgia, approximately 20 miles southwest of 
Applicant, and to construct and operate a distribution system in the City and 
environs. 

The application shows the following estimated peak day and annual natural 
gas requirements: 


2d year 3d year 
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The total estimated cost of the proposed system is $310,000, which cost is to 
be financed by the issuance of natural gas revenue certificates, payable from 
the revenues of the gas system. 

On June 16, 1961, Southern filed an answer consenting to the application and 
stating no objection to a Commission order directing the sale. 

Due notice of the filing of the application and opportunity for hearing thereon 
has been given by publication in the Federal Register on August 4, 1961 (26 
FR 7022). No protest or petition to intervene has been filed in this proceeding. 
The Commission finds: 

(1) Southern Natural Gas Company, a Delaware corporation, having its 
principal place of business in Birmingham, Alabama, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of October 6, 1942, in Docket No. G—-296 (3 FPC 822). 

(2) Applicant is a municipality authorized to engage in the sale and distribu- 
tion of natural gas for ultimate public consumption. 

(3) It is necessary and desirable in the public interest that Southern be 
directed to establish physical connection of its natural gas transportation sys- 
tem with the proposed distribution system of Applicant and to sell and deliver 
up to 480 Mcf of natural gas per day to Applicant, as set forth in the application 
and as hereinafter ordered and conditioned. 

(4) The requirement that Southern serve Applicant, as proposed, will not 
place any undue burden upon Southern nor impair its ability to render adequate 
service to its existing customers. 


The Commission orders: 


(A) Southern Natural Gas Company be and it is hereby directed to establish 
physical connection of its natural gas transportation system with the proposed 
distribution system of Applicant, and to sell and deliver up to 480 Mcf of natural 
gas per day to Applicant, all as hereinbefore described and as set forth in the 
application : Provided, however, that Applicant shall be prepared to receive gas 
from Southern within one year from the date on which this order issues. 

(B) Southern shall report to the Commission in writing and under oath the 
date of commencement of service to Applicant. 















Before Commissioners: Joseph C. Swidler, Chairman: Jerome K. Kuykendall, 
Howard Morgan and L. J. O’Connor, Jr. 


FLORIDA POWER CORPORATION, DOCKET NO. E-7009 


ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 


(Issued September 7, 1961) 














Florida Power Corporation (Applicant), a corporation organized under the 
laws of the State of Florida and doing business in that State, with its principal 
business office at St. Petersburg, Florida, filed an application on August 14, 1961, 
as amended August 21, 1961, for authority, pursuant to Section 204 of the 
Federal Power Act, to issue unsecured Promissory Notes in the aggregate princi- 
pal amount of $30,000,000, outstanding at any one time. 

The proposed Notes, payable to New York and Florida banks, will mature on 
or before August 31, 1962. Applicant reserves the right to prepay all or any 
portion of the Notes without penalty and to reissue any of such Notes so prepaid 
provided such Notes mature on or before August 31, 1962. Each of the pro- 
posed Notes, whether issued as original Notes or renewal Notes, will bear 
interest at a rate not in excess of the then current prime rate for similar loans 
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in New York City, on the date of issue or renewal, as the case may be, and will 
be arranged through the Morgan Guaranty Trust Company of New York, which 
will act as Applicant’s agent for the line of credit. The application states that 
none of the Notes proposed to be issued will be resold to the general public, and 
that no finder’s fee or other negotiation fee, commission or remuneration will 
be paid in connection therewith to any third person. 

The proceeds from the Notes will be used to discharge a note for $4,000,000, 
payable to Guaranty Trust Company of New York, and to provide temporary 
funds to finance a portion of Applicant’s construction program. This program 
has an estimated cost of $41,000,000, for the period from September 1, 1961 to 
August 31, 1962, summarized, as follows: $10,500,000 for expenditures on the 
construction of a third generating unit at the Bartow Plant; $1,200,000 for addi- 
tions to and rebuilding of miscellaneous production equipment; $11,500,000 for 
additions to and new transmission lines and substations; $14,200,000 for addi- 
tions to and new distribution lines, transformer capacities and substations; and 
$3,600,000 for miscellaneous properties and general equipment. 

Written notice of the application has been given to the Florida Railroad and 
Public Utilities Commission and to the Governor of Florida. Notice has also 
been given by publication in the Federal Register on August 24, 1961 (26 F.R. 
7889), stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before Septem- 
ber 1, 1961, with the Federal Power Commission, Washington 25, D.C. No 
protest, petition or request to be heard in opposition to the granting of the 
application has been received. 

The Commission finds: 


(1) Applicant, a corporation, owns and operates facilities for the transmission 
and sale at wholesale for resale of electric energy which is transmitted between 
the States of Florida and Georgia, and consumed at points outside the State in 
which it is generated, all of which facilities are in addition to, and do not 
include, facilities used for the generation of electric energy, facilities used in 
local distribution, or only for the transmission of electric energy in intrastate 
commerce, or facilities for the transmission of electric energy consumed wholly 
by the transmitter. Applicant is, therefore, a public utility within the meaning 
of that term as used in Section 201 of the Act. 

(2) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $30,000,000, all as described above, will constitute an issuance of 
securities within the purview of Section 204 of the Act. 

(83) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $30,000,000, all as described above, will be in excess of 5% of the par 
value of the other securities of Applicant, and, therefore, will not be exempt by 
virtue of Section 204(e) from the requirements of Section 204(a) of the Act. 

(4) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State Commission 
within the meaning of Section 204(f) of the Act, and the proposed issuance is, 
therefore, not exempt by virtue of that Section from the requirements of Section 
204 of the Act. 

(5) The proposed issuance of Promissory Notes is exempt from the com- 
petitive bidding requirements of Section 34.1a of the Commission’s Regulations 
under the Federal Power Act by reason of paragraph 34.1a(a) (2) thereof. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance of service by Applicant as a public utility, and 
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which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 
(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 





(A) The proposed issuance by Applicant of Promissory Notes in the aggregate 
principal amount of $30,000,000, outstanding at any one time, whether an original 
issue or a renewal Note, upon the terms and conditions and for the purposes 
set forth in the application, all as described above, is hereby authorized, subject 
to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all Notes to be issued pursuant hereto being not later than August 31, 1962. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service accounts, 
valuation, estimates or determinations of cost or any other matter whatsoever 
now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


[LETTER-ORDER 


Docket No. CI62-115, 
South Texas Natural Gas Gathering Co. 





DENYING TEMPORARY AUTHORITY] 





SEPTEMBER 7, 1961. 
Mr. JacK WARE, 
Vice President and General Attorney, 
South Texas Natural Gas Gathering Co., 
P.O. Drawer 521, 
Corpus Christi, Tex. 

















Dear Mr. WARE: The request of South Texas Natural Gas Gathering Company 
for temporary authority in Docket No. CI62-115 is hereby denied because it 
has not been shown that issuance of such authority is in the public interest. 

Information necessary to fully analyze the proposal is that required to be 
filed by the Commission’s regulations, Sections 157.5 through 157.22. South 
Texas’ attention is directed to this Commission’s order issued November 22, 
1960, wherein the Commission found that for purposes of examining South Texas’ 
proposed rates, it should be treated as a pipeline company. 

In the interest of expediting consideration of South Texas’ present proposal 
and future proposals, it is necessary to consider South Texas as a pipeline com- 
pany. Accordingly, the application, Docket No. C1I62-115, is hereby rejected 
without prejudice to refiling pursuant to Sections 157.5 through 157.22 of this 
Commission’s regulations. 

By direction of the Commission. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and L. J. O’Connor, Jr. 







THE OHIO FUEL GAS COMPANY, DOCKET NO. CP61-235 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 







(Issued September 8, 1961) 
On March 7, 1961, as supplemented on June 5, 1961, The Ohio Fuel Gas Com- 
pany (Applicant) filed in Docket No. CP61-—235 an application pursuant to Sec- 
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tion 7(c) of the Natural Gas Act for a certificate of public convenience and 
necessity authorizing the construction and operation of certain natural gas pipe- 
line facilities to replace equivalent sections of certain existing lines with larger 
diameter pipe in order to provide increased capacity to assure adequate service 
during the winter of 1961-62 and thereafter to the markets served by the lines 
involved, all as more fully set forth in the application and supplement. 

The new facilities for which authorization is sought are: 

(1) Approximately 5.7 miles of 20-inch O.D. transmission pipeline to replace 
in the same location an equal length of 12%-inch O.D. line L-920, extending 
from the terminus of that section of L—-920 built in 1960 to its junction with 
lines L—2360, L—2305 and L-2525 just north of Applicant’s Medina Storage Pool. 
This proposed replacement, estimated to cost $375,000, will increase the peak 
day capacity of L-920 from the present 50,000 Mcf to approximately 80,800 Mcf 
for service at retail in the Grafton-Berea-Parma area in Lorain and Cuyahoga 
Counties, Ohio. 

(2) Approximately 8.4 miles of 12%4-inch O.D. transmission pipeline to replace 
in the same locations five equal segments of 8-inch lines L—400, L-6004, L-6015 
and L-6033, extending eastward from the Holmes Storage Field to Alliance, 
Ohio. These proposed replacements, estimated to cost $375,000, will increase 
the present peak day capacity of this system from 21,700 Mcf to approximately 
23,900 Mcf for service at retail in the Alliance-Waynesburg area in Wayne, 
Stark and Carroll Counties, Ohio. 

(3) Approximately 4.5 miles of 12%-inch O.D. transmission pipeline to replace 
in the same location an equal length of 8-inch Line “H’’, extending from Craw- 
ford Compressor Station to Zanesville, Ohio. This proposed replacement, esti- 
mated to cost $196,000, will increase the peak day capacity of Line “H” from 
20,100 Mcf to approximately 23,600 Mcf for service at retail in the Crawford- 
Zanesville area in Perry and Muskingum Counties, Ohio. 

The total estimated cost of the proposed replacement facilities is $946,000; 
estimated cost of retirement of facilities to be replaced is $48,000; estimated 
salvage value of facilities to be removed is $60,000; and estimated credit to fixed 
capital is $150,000. 

The costs under this application will be financed as a part of Applicant’s 1961 
construction program, the necessary funds for which will be obtained by the 
issuance and sale of 25-year Installment Promissory Notes and Common Stocks 
to Applicant’s parent company, The Columbia Gas System, Inc., subject to the 
approval of the Securities and Exchange Commission and of the Public Utilities 
Commission of Ohio. 

Applicant shares in the pooled gas supply of the Columbia System. The proj- 
ects proposed under this application would enable Applicant to carry more 
efficiently its share of the Columbia System supply to meet its market require- 
ments in the 1961-62 winter season. 

There is no question as to gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
August 31, 1961, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 


a decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, The Ohio Fuel Gas Company, an Ohio corporation having its 
principal place of business in Columbus, Ohio, is a “natural-gas company” within 
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the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of August 21, 1945, in Docket No. G-371 (4 FPC 1083). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation and exhibits, as supplemented, in this proceeding, are proposed to be used 
in the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction, operation and replacement of facilities by 
Applicant are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c)(4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the issuance of the certificate hereinafter granted to 
Applicant and to the exercise of the rights granted thereunder, and that the 
time within which construction of the facilities authorized by this order shall 
be completed and said facilities placed in actual operation should be fixed at 12 
months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing The Ohio Fuel Gas Company to construct, operate and replace 
the natural gas facilities hereinbefore described, as more fully described in the 
application and exhibits, as supplemented, in this proceeding, for the transpor- 
tation and sale of natural gas as therein set forth, upon the terms and condi- 
tions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) above and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed, replaced and placed in actual operation as provided by paragraph (b) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
is hereby fixed at 12 months from the date on which this order issues. 


Before Commissioners: Joseph C. Swidler, Chairman: Jerome K. Kuykendall, 
Howard Morgan and L, J. O’Connor, Jr. 


THE MANUFACTURERS LIGHT & HEAT COMPANY, DOCKET NO. 
CP61-278 


FINDINGS AND ORDER ISSUING CRTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued September 8, 1961) 


On April 21, 1961, as supplemented on June 15, 1961, The Manufacturers Light 
and Heat Company (Applicant), filed in Docket No. CP61-278 an application 
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pursuant to section 7(c) of the Natural Gas Act for a certificate of public 
convenience and necessity authorizing the construction and operation of approxi- 
mately 2.61 miles of 12-inch pipeline extending from the terminus of Applicant’s 
existing Line No. 5 at Port Homer to Yellow Creek, together with a regulating 
and measuring station at the latter point, all in Saline Township, Jefferson 
County, Ohio, to enable Applicant to sell and deliver natural gas to The Ohio 
Valley Gas Company (Ohio Valley), an existing affiliated customer, for resale 
and local distribution in the vicinity of Yellow Creek, all as more fully set 
forth in the application and supplement. 

The estimated gas requirements for the Yellow Creek area, including three 
large volume industrial customers, two schools and the local residential and 
commercial load, for the first three full years of operation are: 


Mef at 14.73 psia 
| 
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Applicant shares The Columbia System pooled supply. Sale of the volumes 
involved herein would come from Applicant’s share of that supply and would 
not appreciably affect the system’s available supply. 

The estimated total capital cost of the proposed facilities is $215,000, which 
will be financed by the issuance and sale of promissory notes to The Columbia 
Gas System, Inc., parent company of both Applicant and Ohio Valley. 

Ohio Valley will purchase the subject gas under its existing service agree- 
ment with Applicant and Applicant’s FPC Gas Tariff, Fourth Revised Volume 
No. 1, Rate Schedule CDS-1 will apply. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 

“ August 29, 1961, respecting the matters involved in and the issues presented 

by the application herein. No petition to intervene or protest to the granting 

of the application has been received. Staff counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 

Rules of Practice and Procedure. 

























The Commission finds: 


(1) Applicant, The Manufacturers Light and Heat Company, a Pennsylvania 
corporation having its principal place of business in Pittsburgh, Pennsylvania, 
is a “natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its order of December 29, 1944, in Docket 
No. G-593, et al. (4 FPC 471). 

(2) The facilities hereinbefore described, as more fully described in the 
application and exhibits, as supplemented, in this proceeding, are proposed to 
be used in the transportation and sale of natural gas in interstate commerce 
subject to the jurisdiction of the Commission, as integral parts of Appli- 
cant’s existing pipeline system, and the construction and operation thereof 
by Applicant are subject to the requirements of Subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the sefvices proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 
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(4) The proposed construction and operation of the facilities and the pro- 
posed sales of natural gas to The Ohio Valley Gas Company for resale, by 
Applicant, are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (¢c)(3), (c)(4). and (e) of See- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and 
to the exercise of the rights granted thereunder, and that the time within 
which the construction of the facilities authorized by this order shall be 
completed and said facilities placed in actual operation should be fixed at 
6 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record and, not having been denied by the Commission, is granted pursuant 
to Section 1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing The Manufacturers Light and Heat Company to 
construct and operate the facilities and to sell natural gas to The Ohio 
Valley Gas Company for resale, all as hereinbefore described and as more 
fully described in the application and exhibits, as supplemented, in this 
proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (3), (ec) (4), and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) above and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at 6 months from the date on which this order issues. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and L. J. O’Connor, Jr. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
CP61-300; NORTH CENTRAL OIL CORPORATION, OPERATOR, 
DOCKET NO. CI61-1605 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued September 8, 1961) 


On May 26, 1961, Transcontinental Gas Pipe Line Corporation (Transco) filed 
an application, as supplemented on June 21, 1961, in Docket No. CP61-300, pur- 
suant to Section 7(c) of the Natural Gas Act, for a certificate of public conven- 
ience and necessity seeking authorization to operate certain existing facilities 
in order to transport for Trunkline Gas Company (Trunkline) on a firm basis, 
up to 3,000 Mcf per day of natural gas which the latter proposes to purchase 
from North Central Oil Corporation, et a/., in the Sabine Pass area of Jefferson 
County, Texas. 

On May 5, 1961, North Central Oil Corporation, Operator (North Central) 
filed an application in Docket No. C1I61-1605, pursuant to Section 7(c) of the 
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Natural Gas Act, for a certificate of public convenience and necessity seeking 
authorization to sell natural gas, produced from its properties in the Sabine 
Pass area, to Trunkline. 

The purpose of the proposed transportation service by Transco is to allow 
Trunkline, which has no facilities in the Sabine Pass area, to receive into its 
system the gas it has contracted to purchase from North Central in that area. 

Transco states that no new facilities will be required to render the proposed 
transportation service since North Central’s gas will be received, transported 
and delivered to Trunkline through existing facilities of Transco. North 
Central will deliver Trunkline’s gas into Transco’s Block 10 Lateral which 
traverses the Sabine Pass area.’ Transco will transport the gas through its 
supply lateral and mainline facilities to the interconnection with Trunkline’s 
facilities in Beauregard Parish, Louisiana. 

Pursuant to an agreement, dated May 9, 1961, between Transco and Trunkline, 
Trunkline will pay 2.5 cents per Mcf at 15.025 psia for all gas delivered. The 
granting hereinafter of a certificate of public convenience and necessity is not 
to be construed as indicating Commission approval of the 6.5 percent rate of 
return utilized by Transco, the method of cost allocation, or the level of operat- 
ing expenses utilized in deriving the proposed transportation charge. 

Pursuant to a gas purchase contract, dated March 6, 1961, between Trunkline 
and North Central, et al., Trunkline will pay an initial base price of 16.25 cents 
per Mcf of natural gas at 14.65 psia. 

Temporary authorization was granted to Transco and North Central by let- 
ters, dated July 17, 1961. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
August 31, 1961, respecting the matters involved in and the issues presented 
by the applications herein. No petition to intervene or protest to the granting 
of the applications has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware cor- 
poration having its principal place of business in Houston, Texas, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of November 18, 1958, in Docket No. G—1143 
(7 FPC 189). 

(2) Applicant, North Central Oil Corporation,.Operator, an independent pro- 
ducer of natural gas, is engaged in the sale of natural gas in interstate commerce 
for resale for ultimate public consumption subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act. 

(3) The transportation and delivery of natural gas by Transco hereinbefore 
described, as more fully described in the application, as supplemented, in this 
proceeding, are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 








2A portion of this lateral (all of which Transco owns) is leased to Socony Mobil Oil 
Company, Ine. (Socony), which uses it to transport its gas from sources in the offshore 
Texas area for sale and delivery to Transco in Cameron Parish, Louisiana. By the terms 
of the lease agreement, Transco may require Socony to transport gas acquired from pro- 
ducers along the line if capacity is available. Transco states that North Central will pay 
Socony $75.00 per month and 4 cent per Mcf for use of the separation facilities. 
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(4) The sale of natural gas by North Central hereinbefore described, as more 
fully described in the application, will be made in interstate commerce, subject 
to the jurisdiction of the Commission and such sale by North Central, together 
with the construction and operation of any facilities subject to the jurisdiction 
of the Commission necessary therefor, are subject to the requirements of Sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(5) The sale of natural gas by North Central, together with the construction 
and operation of any facilities, subject to the jurisdiction of the Commission, 
necessary therefor, is required by the public convenience and necessity and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(6) The transportation and delivery of natural gas by Transco are required 
by the public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(7) The respective Applicants are able and willing properly to do the acts 
and to perform the services proposed and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraph (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act (18 CFR 157.20) should attach to the certificate 
hereinafter issued to Transco and to the exercise of the rights granted 
thereunder. 

(9) The issuance hereinafter of a certificate of public convenience and ne- 
cessity to Transco should not be construed as indicating Commission approval of 
the 6.5 percent rate of return utilized by Transco, the method of cost allocation, 
or the level of operating expenses utilized in deriving the proposed transporta- 
tion charge. 

(10) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant, Transcontinental Gas Pipe Line Corporation, to 
transport and deliver natural gas as hereinbefore described, all as more fully 
described in the application, as supplemented, in Docket No. CP61-300, upon 
the terms and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued upon the terms and conditions of this order, authorizing the sale 
by North Central of natural gas in interstate commerce for resale, together 
with the construction and operation of any facilities subject to the jurisdiction 
of the Commission used for the sale of natural gas in interstate commerce, to 
Trunkline Gas Company, as hereinbefore described and as more fully described 
in the application in Docket No. CI61—1605. 

(C) The general terms and conditions set forth in paragraph (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act shall attach 
to the issuance of the certificate granted in paragraph (A) hereof and to the 
exercise of the rights granted thereunder. 

(D) The certificate hereby issued to North Central is not transferable and 
shall be effective only so long as North Central continues the acts or operations 
hereby authorized in accordance with the provisions of the Natural Gas Act and 
the applicable rules, regulations and orders of the Commission. 
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(E) The grant of the certificate herein to North Central shall not be con- 
strued as a waiver of the requirements of Section 4 of the Natural Gas Act or 
of Section 154 of the Commission’s rules and regulations thereunder, requiring 
the filing of rate schedules for the services herein authorized and is without 
prejudice to any findings or orders which have been or may hereafter be made 
by the Commission in any proceeding now pending or hereafter instituted by, 
or against, North Central. Further, our action in this proceeding shall not 
foreclose nor prejudice any future proceedings or objections relating to the 
operation of any price or related provisions in the gas purchase contract herein 
involved. 

(F) The issuance of a certificate of public convenience and necessity to 
Transco shall not be construed as indicating Commission approval of the 6.5 per- 
cent rate of return utilized by Transco, the method of cost allocation, or the 
level of operating expenses utilized in deriving the proposed transportation 
charge. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and L. J. O’Connor, Jr. 


SHELL OIL COMPANY, SHELL OIL COMPANY (OPERATOR) ET AL., 
SHELL OIL COMPANY (OPERATOR), HUNT OIL COMPANY, N. B. 
HUNT, LAMAR HUNT, W. H. HUNT, H. L. HUNT, LYDA HUNT-MAR- 
GARET TRUSTS, LYDA HUNT-CAROLINE TRUSTS, LYDA HUNT- 
HERBERT TRUSTS, LYDA HUNT-BUNKER TRUSTS, LYDA HUNT-LA- 
MAR TRUSTS, SECURE TRUSTS, CLAUDE E. AIKMAN, THE SUPERIOR 
OIL COMPANY, SUN OIL COMPANY, SUN OIL COMPANY (OPERATOR) 
ET AL., DOCKET NO. RI61-515 


ORDER DENYING MOTION FOR RECONSIDERATION 
(Issued September 8, 1961) 


On August 14, 1961, Shell Oil Company (Shell) filed a motion requesting 
reconsideration* of the order issued herein on July 21, 1961, 26 FPC 185, which 
order denied Shell’s motion to dismiss the order to show cause with respect to 
Shell. The order to show cause herein, naming 18 respondents, was issued 
June 26, 1961, 25 FPC 1219. 

In substance, Shell’s representations and contentions are that the show cause 
order deals with the limited issue of contractual consent and that the Com- 
mission lacks jurisdiction to try this issue because it was determined with 
finality when the Commission accepted Shell’s filings over the protests of El Paso 
Natural Gas Company. Shell also states that the Commission misconceived 
Shell’s prior motion to dismiss Shell as a respondent and erred in denying said 
motion. 


The Commission finds: 


Shell’s motion for reconsideration sets forth no new matters or principles of 
law which were either not fully considered by the Commission when it issued its 
order herein on July 21, 1961, denying Shell’s motion to dismiss, or which, now 
having been considered, warrant any change in, or modification of such order. 


*Shell’s motion, entitled “Application for Rehearing of Order Issued July 21, 1961,” is 
treated as a motion for reconsideration because it bears upon interlocutory orders of the 
Commission. Section 1.34 of the Commission’s Rules of Practice and Procedure sets out 
appropriate circumstances for applications for rehearing. 
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Good cause has not been shown for reconsideration of the Commission’s order 
issued herein on July 21, 1961. 


The Commission orders: 


Shell’s motion for reconsideration filed herein on August 14, 1961, is hereby 
denied. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and L. J. O'Connor, Jr. 


TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. RP61-15 


ORDER GRANTING APPEAL, REVERSING RULING OF PRESIDING EXAMINER AND PRESCRIBING 
PROCEDURE 


(Issued September 8, 1961) 


This matter is before the Commission on an appeal taken by the Commission 
Staff from a ruling of the presiding examiner. On July 26, 1961, the examiner 
admitted into evidence the testimony and exhibits comprising Texas Gas Trans- 
mission Corporation’s (Texas Gas) direct case. Objections to this ruling were 
made by Commission Staff counsel based on the contention that the evidence 
presented by Texas Gas was premised on an improperly selected test year. 

The record and pleadings indicate that certain informal conferences between 
officials of Texas Gas and members of the Commission Staff were held com- 
mencing in January of 1961. Although there does not appear to be any agree- 
ment in fact between the Respondent and the Commission Staff the use of 
calendar year 1960 as the test period for preparation of a cost of service was 
discussed. Commission Staff states that in January 1961, they were informed 
by the company that it was departing from the test period it had utilized in 
its filing (one ending June 30, 1960) and was preparing certain cost data 
premised on a test-year period ending December 31, 1960, as adjusted. Staff 
further states that it adopted the test-year period ending December 31, 1960, 
as adjusted, as its test year to coincide with that used by the company and 
because it represented the most recent period possible reflecting actual costs. 
The Staff further states that early in January 1961, it proceeded with its work 
utilizing calendar year 1960, as adjusted, as the test year. 

Texas Gas in its responses in opposition to the Commissions Staff’s appeal 
states that “we do not deny an informal conference was held, * * * [n]Jor do 
we deny that the use of an adjusted December 1960 test period was discussed.” 
However, Texas Gas states, the discussions in the informal conferences of ad- 
justed December 1960 as a test period were for settlement purposes. 

The record indicates that within a few days after the issuance of the Com- 
mission’s order of June 19, 1961, setting this matter for hearing, officials of 
Texas Gas informed the staff that the company was changing from a test-year 
period ending December 31, 1960, as adjusted, to a 12-month test-year period 
ended May 31, 1961, as adjusted. At the commencement of the hearing on 
July 25, 1961, the evidence presented by Texas Gas was based on the test-year 
period ended May 31, 1961, as adjusted. 

The effect of a company unilaterally changing a test-year period some six 
months after the commencement of Staff’s field investigation is argued by 
Staff in its appeal as follows: 

* * * would waste months of the government’s time, would require an 
additional period of time for the staff to arrive at its present state of investi- 
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gation, and would cause a chaotic condition in all FPC staff field investi- 
gations as there would never be any assurance as to the test year to be used 
by the Company, which the staff must review regardless of the test year 
utilized by the staff itself. If this situation were allowed to exist, it would 
delay the administrative process in a manner contrary to the public 
interest. 

The record of this case indicates that the field staff began its investigation 
some five weeks after the issuance of our suspension order. At that time the 
latest, and in all appearances the most logical and reasonable test year to employ 
in preparation of a cost of service, was that 12-month period which had just 
ended, calendar year 1960, as adjusted. The staff has argued to us that to allow 
the company to change from this test year would be unfair and unreasonable. 

We believe that once a company has selected a test period either for use in 
settlement conferences or for presentation in a formal proceeding, the subsequent 
adoption of this same test period by the staff and the preparation of Staff’s case 
in reliance thereon are matters affecting the public interest. In such circum- 
stances, any unilateral departure from the selected test period must be sup- 
ported by reasons of compelling nature. We do not believe that the facts of 
this particular case warrant such a unilateral departure. 

We, therefore, find that the appeal by Commission Staff should be upheld, the 
ruling of the presiding examiner set aside, and that the testimony and exhibits 
admitted in evidence by the examiner should be stricken from the record of 
this proceeding. 

In order that this proceeding can go forward without undue delay we believe 
that in lieu of ordering this matter to be reconvened by the presiding examiner 
to allow Texas Gas to present its direct case premised on a test year of calendar 
1960, as adjusted, the public interest would best be served by providing for the 
service by mail of prepared evidence. We, therefore, shall provide for the time 
when Texas Gas can serve copies of its prepared testimony and exhibits on 
all the parties as well as to fix a date for the cross-examination thereof. The 
company has indicated in its response that three weeks to a month would be 
sufficient time to prepare for hearing on a test-year period ended December 
31, 1960, as adjusted. 

Indiana Gas and Water Co., Inc. on August 29, 1961, and Louisville Gas and 
Electric Company on August 30, 1961, filed telegrams in this proceeding in sup- 
port of Texas Gas’ opposition to Staff counsel’s appeal. 


The Commission finds: 


For the reasons heretofore stated the appeal herein should be granted, the 
ruling of the presiding examiner admitting into evidence Texas Gas Transmission 
Corporation’s Exhibits 1 through 8 should be reversed and the exhibits and testi- 
mony relating thereto should be stricken from the record. 


The Commission orders: 


(A) The appeal herein is granted, the ruling of the presiding examiner ad- 
mitting into evidence Texas Gas Transmission Corporation’s Exhibits 1 through 
8 is hereby reversed and the exhibits and testimony relating thereto are hereby 
stricken from the record of this proceeding. 

(B) On or before October 2, 1961, Texas Gas Transmission Corporation shall 
serve by mail upon all parties to this proceeding its case in chief which shall 
be premised on a 12-month test-year period ending December 30, 1960, as ad- 
justed for changes in costs and revenues which are known and are measurable 
with reasonable accuracy. 
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(ec) Commencing on October 24, 1961, at 10:00 a.m. (EDST) in a Hearing 
Room of the Federal Power Commission, 441 G. Street NW., Washington, D.C., 
this proceeding shall reconvene for the purpose of cross-examination of Texas 
Gas Transmission Corporation’s case in chief. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and L. J. O’Connor, Jr. 


THE CONNECTICUT LIGHT AND POWER COMPANY, DOCKET No. E-6193 


ORDER TERMINATING PRIOR APPROVAL OF MAINTENANCE OF PERMANENT CONNECTION 
FOR EMERGENCY USE ONLY 


(Issued September 11, 1961) 


The Commission, by order issued July 18, 1952 (11 FPC 1128), in the above- 
entitled proceeding, approved, pursuant to Section 202(d) of the Federal Power 
Act, the maintenance of a proposed 115-kilovolt permanent connection for emer- 
gency use only at New Britain, Connecticut, by The Connecticut Light and 
Power Company (Connecticut Light) with The Connecticut Power Company 


(Connecticut Power), a public utility within the meaning of that term as used 
in the Act.* 


In its order issued April 27, 1961, The Connecticut Light and Power Company 
and The Housatonic Public Service Company, Docket No. E-6986, the Commission 
found, among other things, that Connecticut Light is a public utility within the 
meaning of that term as used in the Act. 


In a letter filed June 15, 1961, in Docket No. E-6193, Connecticut Light referred 
to the above-mentioned Commission orders and finding and stated, in part, that 
“(T]he basis for said Order [issued July 18, 1952] * * * in Docket No. E-6193 
* * * being no longer present, it is requested that the provisions of said Order 
* * * be withdrawn and said Docket No. E-6193 be terminated.” 

In view of the Commission’s finding that Connecticut Light is a public utility, 
Commission approval of the maintenance of the interconnection between the 
115-kilovolt facilities of Connecticut Light and The Hartford Electric Light 
Company, successor to Connecticut Power,** as a “permanent connection for 


emergency use only”, pursuant to Section 202 (d) of the Act, is no longer 
necessary. 


*The July 18, 1952 order of the Commission provided, in Paragraph (F), that “[N]othing 
contained in this order shall prevent the use of the present 66-kilovolt interconnection as 
permitted by the Commission's order in this docket dated April 5, 1949 [8 FPC 787], until 
the completion and commencement of operation of the proposed 115-kilovolt interconnection 
at New Britain and the Berlin substation by Connecticut Power. Upon completion of both 
these projects the authorization granted by the Commission’s order of April 5, 1949 * * * 
shall terminate.’”’ Connecticut Light’s report filed May 24, 1954, in Docket No. E—6193, 
pursuant to the July 18, 1952 order, showed that the “projects” referred to therein had 
been completed, and the 66-kilovolt interconnection referred to therein had been dis- 
mantied, and, therefore, by the terms of that order, the authorization granted by the 
April 5, 1949, order has been terminated. 

**By order issued December 5, 1957, The Hartford Electric Light Company and The 
Connecticut Power Company, Docket No. E-6780 (18 FPC 776), the Commission author- 
ized, pursuant to Section 203 of the Federal Power Act, the two aforenamed companies to 
merge or consolidate the whole of their respective facilities subject to the jurisdiction of 
the Commission, with The Hartford Electric Light Company thereafter to continue as the 
surviving corporation. 
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Therefore, it is appropriate for the purposes of the Act that the Commission 
terminate the approval granted July 18, 1952, in Docket No. E-6193, as herein- 
after provided. 


The Commission orders: 


The approval of the maintenance of the 115-kilovolt permanent connection for 
emergency use only by The Connecticut Light and Power Company with The 
Hartford Electric Light Company, as successor to The Connecticut Power Com- 
pany, granted July 18, 1952, as referred to above, is hereby terminated. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
and L. J. O’Connor, Jr. 


CENTRAL HUDSON GAS & ELECTRIC CORPORATION AND CONSOLI- 
DATED EDISON COMPANY OF NEW YORK, INC., DOCKET NO. E-7006 


ORDER AUTHORIZING SALE AND MERGER OR CONSOLIDATION OF FACILITIES 
(Issued September 13, 1961) 


Central Hudson Gas & Electric Corporation (Central Hudson) filed an appli- 
cation on July 27, 1961, for an order, pursuant to Section 203 of the Federal 
Power Act, authorizing the sale of a part of its electric facilities to Consolidated 
Edison Company of New York, Inc. (Con Edison). Con Edison filed a joinder 
to the application on July 31, 1961. Central Hudson is a corporation organized 
under the laws of the State of New York and doing business in that State, 
having its principal business office at Poughkeepsie, New York. Con Edison is 
a corporation organized under the laws of the State of New York and doing 
business in that State, having its principal business office at New York City. 

Under the terms of an agreement dated February 21, 1961, Central Hudson 
would sell and Con Edison would acquire: (1) certain terminal facilities at the 
Pleasant Valley Substation, in the Town of Pleasant Valley, Dutchess County, 
New York; and (2) recently constructed additional terminal facilities within 
the Pleasant Valley Substation. The previously constructed facilities are to 
be transferred at a price which will be equivalent to the original cost of the 
facilities less depreciation; the new facilities are to be transferred at a price 
representing the total cost of the material and labor required for their 
construction. 

The consideration as of June 30, 1961, for the proposed transactions would 
have been $257,346, determined as follows: 


(1) Substation facilities: 


ET SOc a hancemnnnnkennnnddmmasenmsonennm $128, 966 
SI OUI OIIN in cinsieeeiecsacctansesah ceca dist sicuhclichcimcasoasinaip icantipniinieinas (15, 833) 
a cicada aia alle sdk ananassae a hasan diaditn data ininatil 113, 133 

(2) Additional terminal facilities: 
RG ir EINE UI I piste cde crticcietinieencenterninnastelapnnacin 144, 213 
OR siete eetcenn anion te eens etesee 257, 346 


Applicants state that the proposed transaction will be a further step in the 
realignment of ownership of interconnecting facilities of Applicants and Niagara 
Mohawk Power Corporation, and will result in each of the three companies 
owning that portion of the electric plant and facilities of the Pleasant Valley 
Substation which will be most closely related to its operational responsibilities. 
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Applicants further state that the proposed transaction will have no effect upon 
any contract for the purchase, sale, or interchange of electric energy. 

Written notice of the application has been given to the Public Service Com- 
mission of the State of New York and to the Governor of that State. Notice 
of the application has also been given by publication in the Federal Register on 
August 16, 1961 (26 F.R. 7618), stating that any person desiring to be heard or 
to make any protest with reference to the application should on or before August 
30, 1961, file with the Federal Power Commission, Washington 25, D.C., peti- 
tions or protests. No petition or protest or request to be heard in opposition 
to the granting of the application has been received. 

The Public Service Commission of the State of New York, by order dated 
June 29, 1961, authorized Central Hudson to sell the above-described facilities 
in the manner set forth above. 


The Commission finds: 


(1) Central Hudson, a New York corporation, owns and operates facilities, 
among others, which are used for the transmission and sale at wholesale of 
electric energy which is transmitted between the State of New York and the 
State of Connecticut, and between the State of New York and the State of New 
Jersey, and consumed outside the State in which generated, all of which facil- 
ities are in addition to and do not include facilities used for the generation of 
electric energy or facilities used in local distribution or only for the trans- 
mission of electric energy in intrastate commerce, or facilities for the transmis- 
sion of electric energy consumed wholly by the transmitter, and Central Hudson 
is, therefore, a public utility within the meaning of that term as it is used in 
Section 203 of the Federal Power Act. 

(2) Con Edison, a New York corporation, owns and operates facilities, among 
others, which are used for the transmission and sale at wholesale of electric 
energy which is transmitted from one State to another, and consumed outside 
the State in which generated, all of which facilities are in addition to and do 
not include facilities used for the generation of electric energy or facilities used 
in local distribution or only for the transmission of electric energy in intrastate 
commerce, or facilities for the transmission of electric energy consumed wholly 
by the transmitter, and Con Edison is, therefore, a public utility within the 
meaning of that term as it is used in Section 203 of the Federal Power Act. 

(3) By the proposed sale of facilities Central Hudson would dispose of a 
part of its facilities subject to the jurisdiction of the Commission of a value in 
excess of $50,000, within the meaning and subject to the requirements of Section 
203 of the Federal Power Act. 

(4) By the proposed acquisition of facilities Con Edison would merge or con- 
solidate its facilities subject to the jurisdiction of the Commission with those of 
Central Hudson, another person within the meaning and subject to the require 
ments of Section 203 of the Federal Power Act. 

(5) The proposed sale of facilities and acquisition and merger or consolida- 
tion of facilities, all as recited above, upon the terms and conditions set forth 
in the application and subject to the provisions of this order will be consistent 
with the public interest as expressed in Section 203 of the Federal Power Act 
for the reasons set forth above. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 
(A) The proposed sale by Central Hudson of a part of its transmission facil- 


ities and the acquisition and merger or consolidation thereof by Con Edison, 
all as described above, are authorized and approved upon the terms and condi- 
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tions and for the purposes set forth in the application, subject to the provisions 
of this order. 

(B) Central Hudson and Con Edison shall record the proposed transactions 
of the facilities and properties described above as provided in the Commission’s 
Uniform System of Accounts Prescribed for Public Utilities and Licensees. 

(C) This authorization shall expire unless the transactions herein authorized 
and approved are consummated within 60 days from the date of issuance of 
this order. 

(D) The foregoing authorization and approval is without prejudice to the 
authority of this Commission or any other regulatory body with respect to rates, 
service, accounts, valuations, estimates or determinations of costs, or any other 
matter whatsoever now pending or which may come before this Commission, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination or cost or any valuation of property 
claimed or asserted. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome Kuykendall, 
and L. J. O’Connor, Jr. 










PENNSYLVANIA POWER COMPANY, DOCKET NO. E-7007 
ORDER AUTHORIZING SALE OF FACILITIES 


(Issued September 13, 1961) 


Pennsylvania Power Company (Applicant), incorporated under the laws of the 
State of Pennsylvania, with its principal business office at New Castle, Penn- 
sylvania, filed an application on July 31, 1961, for authority, pursuant to Section 
203 of the Federal Power Act, to sell to Westinghouse Electric Corporation 
(Westinghouse) all of the goods, chattels and property except transformers 
which make up the substation, in place, at Westinghouse’s Sharon Plant, located 
at Sharon, in Mercer County, Pennsylvania. 

The price which Westinghouse will pay to Applicant is $151,271.36, which 
Applicant states was arrived at through arms-length negotiation and is based 
upon an original cost of $172,805.73 less depreciation in the amount of $21,534.37. 
On the books of Applicant the sale of the facilities will result in neither a gain 
nor a loss. 

According to the application, the proposed transaction will not have any effect 
upon any contract for the purchase, sale or interchange of electric energy except 
that Westinghouse, following completion of the transaction, will take service at 
its Sharon Plant under Rate 38 at 138 kv rather than, as it now does, under Rate 
38 at 69 kv. Applicant states that the proposed disposition of facilities will be 
consistent with the public interest for the reason that Applicant will be able to 
serve Westinghouse with less investment in plant facilities under the then appro- 
priate rate for such service. 

Written notice of the application has been given to the Public Utility Com- 
mission of Pennsylvania and the Public Utilities Commission of Ohio, and to 
the Governor of each of those States. Notice of the application has also been 
given by publication in the Federal Register on August 16, 1961 (26 F.R. 7616), 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the application should on or before August 31, 1961, file with the Federal 
Power Commission, Washington 25, D.C., petitions or protests. No petition or 
protest or request to be heard in opposition to the granting of the application 
has been received. 
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The Commission finds: 


(1) Applicant, a Pennsylvania corporation, owns and operates facilities for 
the transmission and sale at wholesale of electric energy which is transmitted 
between the States of Pennsylvania and Ohio and is consumed outside the State 
in which it is generated. These facilities are in addition to and do not include 
facilities used for the generation of electric energy or facilities used in local 
distribution or only for the transmission of electric energy in intrastate com- 
merce, or facilities for the transmission of electric energy consumed wholly by 
the transmitter. Applicant is, therefore, a public utility within the meaning of 
that term as used in Section 201 of the Federal Power Act. 

(2) By the proposed sale of facilities, as described above, Applicant will dis- 
pose of a part of its facilities subject to the jurisdiction of the Commission of a 
value in excess of $50,000, within the meaning and subject to the requirements 
of Section 203 of the Act. 

(3) The proposed sale of facilities, as described above, upon the terms and 
conditions set forth in the application and subject to the provisions of this 
order, will be consistent with the public interest as expressed in Section 203 of 
the Act for the reasons set forth above. 


The Commission orders: 


(A) The proposed sale of certain facilities by Applicant, as described above, 
is hereby authorized and approved upon the terms and conditions and for the 
purposes set forth in the application, subject to the provisions of this order. 

(B) Applicant shall record the proposed transaction as provided in the Com- 
mission’s Uniform System of Accounts Prescribed for Public Utilities and 
Licensees. 

(C) This authorization shall expire unless the transaction herein authorized 
and approved is consummated within 60 days from the date of issuance of this 
order. 

(D) This authorization is without prejudice to the authority of this Com- 
mission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission or any other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 


Before Commissioners: Jospeh C. Swidler, Chairman; Jerome K. Kuykendall, 
and L. J. O’Connor, Jr. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-7008 
ORDER AUTHORIZING ISSUANCE OF DEBENTURES 
(Issued September 13, 1961) 


Gulf States Utilities Company (Applicant), incorporated under the laws of 
the State of Texas and doing business in the States of Texas and Louisiana, 
with its principal business office at Beaumont, Texas, filed an application on 
August 9, 1961, as amended August 21, 1961, for authority, pursuant to Section 
204 of the Federal Power Act, to issue $15,000,000 principal amount of Deben- 
tures, due 1981, to be sold at competitive bidding. 
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The proposed Debentures (hereinafter sometimes referred to as the New 
Debentures) will be unsecured and will be issued under a Trust Indenture, 
to be dated as of October 1, 1961, between Applicant and The American National 
Bank of Beaumont, as Trustee. 

On or about September 25, 1961, Applicant proposes to invite sealed, written 
bids for the purchase of the New Debentures by newspaper publication and by 
distribution of a Public Invitation of Bids containing a statement of terms and 
conditions, together with a Form of Bid and a Form of Purchase Contract. 
Each bid, whether by a single bidder or by a group of bidders, must be on the 
Form of Bid furnished by Applicant and must be for the purchase of all of the 
New Debentures. Each bid shall specify, among other things: the coupon rate of 
the New Debentures, which rate shall be a multiple of 44 of 1%; the price, exclu- 
Sive of accrued interest, to be paid to Applicant for the New Debentures, which 
price shall be not less than 100% nor more than 10214% of the principal amount 
of the New Debentures; and that accrued interest on the New Debentures from 
October 1, 1961 to the date of payment therefor and delivery thereof will be 
paid to Applicant. Each bid shall specify, further, either that the initial public 
offering price at which the New Debentures will be offered for resale shall not 
exceed the amount of the bid plus 144% of the principal amount of the New 
Debentures, or that no offer of such New Debentures for resale is intended. 

Unless postponed, each bid for the purchase of the New Debentures, whether 
from a single bidder or a group of bidders, must be presented to Applicant at 
the office of The Hanover Bank, Room A, 70 Broadway, New York 15, New York, 
before 11 a.m., New York Time, on Tuesday, October 3, 1961. Unless Applicant 
shall reject all bids, which it reserves the privilege to do, or shall exclude the 
bid of any bidder or any group of bidders for reasons specified in the statement 
of terms and conditions set forth in the Public Invitation of Bids, Applicant 
will accept the bid which shall result in the lowest cost of money to Applicant. 

Each bid must be accompanied by a certified or official bank check or checks 
in the aggregate amount of $450,000, payable in New York Clearing House funds. 

Applicant states that the proceeds from the issuance of the New Debentures 
will initially reimburse its treasury, in part, for construction expenditures here- 
tofore made, and will enable Applicant to pay $15,000,000 principal amount of 
its short-term notes which it estimates will be outstanding at the time of 
issuance of the New Debentures. Applicant is engaged in a construction 
program which it estimates will require the expenditure of $195,000,000 during 
the four year period 1961 to 1964, inclusive, of which approximately $46,000,000 
will be required for the year 1961. Applicant’s plans provide for the addition 
of 880,000 kilowatts of generating capability, with necessary boiler capacity, 
during the period 1961-1964. A new power station is under construction be- 
tween Orange and Port Arthur, Texas, where two 220,000 kilowatt units are 
being installed, the first to be in operation in 1962 and the second, in 1963. Two 
additional units of 220,000 kilowatts each, scheduled for operation in 1964 and 
1965, have been ordered for the Willow Glen Station near Baton Rouge, 
Louisiana, and work is continuing on the construction of new or increased 
transmission and distribution lines, substations and equipment. 

Written notice of the application has been given to the Louisiana Public 
Service Commission and the Texas Railroad Commission, and to the Governor 
of each those States. Notice has also been given by publication in the Federal 
Register on August 23, 1961 (26 F.R. 7845), stating that any person desiring 
to be heard or to make any protest with reference to the application should file 
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a petition or protest on or before September 5, 1961 with the Federal Power 
Commission, Washington 25, D.C. No protest, petition or request to be heard 
in opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a Texas corporation, is a public utility within the meaning of 
Section 204 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission as heretofore determined and set forth in the Commission’s order issued 
November 27, 1957, In the Matter of Gulf States Utilities Company, 18 FPC 701. 

(2) The proposed issuance and sale of Debentures, as described above, will 
constitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204(f) of the Act, and the proposed issuance of securities 
is, therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(4) The proposed issuance of Debentures, as hereinafter authorized, will be 
for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(5) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of Debentures, upon the terms and conditions and 
for the purposes specified in the application, as described above, hereby is 


authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Debentures at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2(k) (4) of these Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegram as contemplated by Section 34.9 of the 
Regulations ; 

(ii) The Commission shall have approved the price to be received by Applicant 
for the Debentures and the coupon rate thereof by a further order. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of costs, or any other matter 
whatsoever which is now pending or which hereafter may come before this 
Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 
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Before Commissioners: Joseph C. Swidler, Chairman, Jerome K. Kuyken- 
dall, and L. J. O’Connor, Jr. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-—16235; PACIFIC 
NORTHWEST PIPELINE CORPORATION, DOCKET NO. G-16237; COLO- 
RADO INTERSTATE GAS COMPANY, DOCKET NO. G-16904 


ORDER GRANTING APPLICATION FOR REHEARING, PERMITTING INTERVENTION, AND 


DENYING MOTION TO SET ASIDE PORTIONS OF THE COMMISSION’S ORDER DENYING 
INTERVENTION 


(Issued September 13, 1961) 


Tennessee California Gas Transmission Company (TennCal) and California 
Gas Transmission Company (CalGas), P.O. Box 2511, Houston, Texas, filed 
jointly on August 17, 1961, an application for rehearing of the Commission’s order 
issued July 21, 1961, denying their petition, 26 FPC 175, to intervene in the above- 
entitled cases. 

The applicants allege that they have “* * * vital competitive interests which 
can be protected only by intervention * * *” and that the Commission erred 
when it denied their petition to intervene because “* * * the CalGas-Edison 
project and the Rock Springs project are competitors to serve an identical mar- 
ket—Edison’s natural gas requirements at electric generating stations in the 
vicinity of Los Angeles.” 

On August 31, 1961, the Richfield Oil Corporation and other oil company 
interveners in these proceedings filed a motion to set aside the following por- 
tions of the Commission’s said order of July 21, 1961: 

From the foregoing it is clear that TennCal and CalGas do not propose 
to engage in the sale for resale of natural gas within the State of California. 
Their proposals encompass the construction and operation of facilities at 
international borders and the export of natural gas from and into the 
United States. The gas transported through the facilities proposed by 
TennCal and CalGas would be purchased by Edison in part from produc- 
ers thereof in Texas and in part in Mexico. Such gas would then be 
consumed by Edison in its own electric generating plants in the State of 
California. It is clear therefore that there would be no competition among 
TennCal, CalGas and Edison with El Paso in the sale for resale of natural 
gas in California. There has been no showing made in the petition of Tenn- 
Cal and CalGas that the grant of the so-called Rock Springs project would 
preclude the granting of the “CalGas-Edison project”. Under such cir- 
cumstances we cannot find that the applications are “mutually exclusive”. 
(26 FPC 175 at 176) 

(2) There is no competition between Southern California Edison Com- 


pany as a purchaser of gas and El Paso and Southern as sellers of gas. 
(id. at 177) 


¥ * a * * 

The El Paso Rock Springs project was conditionally certificated by the 
Commission on December 27, 1960. The changes which have been proposed 
in the originally conditionally certificated project as a result of Decision 
No. 61261 of the Public Utilities Commission of the State of California 
concern only the time at which such facilities will be constructed. There 
has been no substantial modification in the design or capacity of such 
system. It, therefore, cannot be concluded that the Commission is now 
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faced with a project different from that which it considered and condi- 
tionally authorized by order issued December 27, 1960. (id. at 176) 

(1) Although the time schedule for deliveries of gas has been changed, 
the Rock Springs project, as modified to comply with the conditions pre- 
scribed by the Public Utilities Commission of California as aforesaid, is 
essentially the same project as that which was conditionally authorized 
by this Commission by its order issued herein on December 27, 1960. 
(id. at 177) 

In support of their motion, the oil-company interveners alleged that said 
findings and conclusions were made prior to the receipt into the record in this 
proceeding of any facts to support them; that the facts received into the record 
since the Commission’s order was issued do not support said findings and con- 
clusions but show that the Rock Springs project and the CalGas-Edison project 
propose to serve the same market and are therefore mutually exclusive, and 
also that “the revised Rock Springs project” is not essentially the same project 
as that which was conditionally certificated by this Commission on December 
27, 1960. 

Said interveners alleged further that they have “a particular interest in 
the ability of the Southern California market to absorb the volumes of gas 
which various applicants before this Commission are proposing to import into 
that area’, and that it has been their position: 

* * * that the importation of too much gas into Southern California is 
not in the public interest and that gas importation should be scheduled 
to market requirements with a view to preserving the two-fuel economy 
(oil and gas) in Southern California. 

Accordingly, they say that they are vitally concerned: 

* * * that the requirements of the Southern California Edison Company 
shall not be used to justify two projects; namely, the Rock Springs project 
and the CalGas-Edison project. 

TennCal and CalGas filed applications under Docket Nos. CP61-173 
and CP61-174, respectively, for Presidential permits authorizing the construc- 
tion and operation of gas pipeline facilities at the United States-Mexico inter- 
national boundary for the exportation of gas from Texas to Mexico and for 
the importation of gas from Mexico into California. The gas would be trans- 
ported in Mexico from Texas to California through the proposed pipeline system 
of Petroleos Mexicanos (Pemex). The gas transported through such facili- 
ties would be purchased by Southern California Edison Company in part in 
Texas and in part in Mexico, and it should be consumed as fuel in Edison’s 
electric generating plants in California. That project is referred to sometimes 
as the Pemex project and sometimes as the CalGas-Edison project. 

Upon careful consideration of the allegations and arguments set forth in the 
application of TennCal and CalGas for rehearing of the Commission’s order 
of July 1, 1961, and said motion of the oil-company interveners relating to the 
same order, it appears that Tenn-Cal and CalGas may have an interest in these 
proceedings of such nature that their intervention may be in the public interest. 

The petition of TennCal and CalGas, filed May 1, 1961, to intervene in this 
proceeding was coupled with a “Motion to Reopen Proceeding in Docket No. 
G—16235, et al., and to Consolidate Applications for Comparative and Simultane- 
ous Hearing and Decision”. 

The proceedings under Docket No. G—16235, et al., were reopened by our 
order issued June 22, 1961, granting the motion of El Paso Natural Gas Com- 
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pany and Colorado Interstate Gas Company for an early hearing concerning 
the proposed changes in the Rock Springs project as conditionally authorized by 
this Commission by order issued December 27, 1960, 24 FPC 1137. In our order 
of July 21, 1961, denying intervention to TennCal and CalGas, we reviewed the 
proposed operations of TennCal and CalGas in the light of the proposals pre- 
sented by the applications of El Paso and Colorado Interstate in the Rock Springs 
project under Docket No. G—16235, et al., and stated that: “Under such circum- 
stances we cannot find that the applications are mutually exclusive’. That 
statement and others of similar import in our order are the target of said motion 
of the oil-company interveners. We have not decided, and we do not now decide 
the question of mutual exclusivity of the Rock Springs project and the Pemex 
project and of the applications involved in them, respectively.* 

As to the other portions of the Commission’s order of July 21, 1961, to which 
said interveners object, it is sufficient answer to their objection that this Com- 
mission will give full effect to the evidence which is adduced in the reopened 
proceeding under Docket No. G—16235, et al., now in progress, together with the 
evidence heretofore admitted. 

Inasmuch as it appears that Southern California Edison Company is one of 
the largest customers of the Southern California Gas Company (Southern) 
which would be served by the Rock Springs project, and inasmuch as it appears 
further that Edison is seeking other sources of gas supply which would relieve 
its dependence upon Southern for gas, we deem it necessary that El Paso offer 
in these reopened proceedings evidence which will show clearly whether or not 
the Rock Springs project will be economically feasible if Edison should cease to 
be a customer of Southern California Gas Company. 


The Commission Further finds: 


(1) Good cause exists and it is desirable to allow TennCal and CalGas to 
intervene in this proceeding in order that they may establish the facts and law 
from which the nature and validity of their alleged rights and interests may 
be determined and show what further action may be appropriate under the cir- 
cumstances in the administration of the Natural Gas Act. 

(2) The motion of said oil-company interveners should be denied. 


The Commission orders: 


(A) Tennessee California Gas Transmission Company and California Gas 
Transmission Company are hereby permitted to intervene in these proceedings 
subject to the rules and regulations of the Commission; provided, however, that 
their participation shall be limited to matters affecting rights and interests 
expressly asserted in their petitions to intervene; and provided further that 
permission to intervene shall not be construed as recognition by the Commission 
that any intervener might be aggrieved by any order entered in these proceedings. 

(B) The motion of said oil-company interveners is hereby denied. 


1In the application filed by CalGas with Public Utilities Commission of California, Appli- 
eation No. 42931, CalGas states as follows: “Applicant does not propose to sell any natural 
gas. No other person or public utility in Southern California now offers or renders trans- 
portation service for natural gas imported from Mexico and, therefore, the proposed service 
does not compete with any public utility, corporation, person, or other entities, public or 
private.” (Application, p. 9.) 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall 
and L. J. O’Connor, Jr. 


KENTUCKY WEST VIRGINIA GAS COMPANY, DOCKET NO. CP61-343 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT AND ACCEPTING 
RATE FILING 


(Issued September 14, 1961) 


On June 28, 1961, Kentucky West Virginia Gas Company (Applicant) filed an 
application in Docket No. CP61-343, pursuant to Section 7(b) of the Natural 
Gas Act, for permission and approval to abandon the sale of natural gas to 
Inland Gas Company (Inland) under Applicant’s Rate Schedule X+4. 

Applicant presently delivers gas to Inland under two rate schedules. Under 
Rate Schedule X-4, Applicant sells to Inland natural gas produced from wells 
in Magoffin County, Kentucky, which wells are not connected to Applicant’s 
system but deliver directly from the field into the facilities of Inland. Under 
Rate Schedule X-2, Applicant delivers gas to Inland at other locations in 
Johnson, Knott and Floyd Counties, Kentucky, under a gas-for-gas exchange 
agreement. However, due to a decline in production from the wells dedicated 
to the X-2 exchange agreement, Applicant has not been able to deliver to 
Inland equivalent volumes to those received by it from Inland. Applicant states 
that as a result of this imbalance, Inland has had to suspend exchange deliveries 
on its part from time to time in order to enable Applicant to correct the 
deficiency. 

Therefore, Applicant proposes herein to abandon the sale under Rate Schedule 
X-4 and instead to continue to deliver gas to Inland from the wells dedicated 
to the subject Rate Schedule as part of the X-2 exchange agreement. Thus, 
Applicant states that Inland would continue to receive, under Rate Schedule 
X-2, the same amount of gas now being delivered by Applicant under both 
Rate Schedules X-2 and X-+4. Further, Applicant would also benefit by receiving 
from Inland volumes of gas equivalent to that produced from the Magoffin 
County wells, which production is otherwise unavailable to Applicant without 
additional investment for connecting facilities. 

Inland has agreed to the proposed abandonment. 

No additional facilities will be required as the proposed re-arranged deliveries 
will be made through existing delivery points. 

Concurrently with the filing of the subject application, Applicant filed a 
notice of cancellation of its Rate Schedule X4. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
September 7, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and that the Commis- 
sion render a decision herein pursuant to Section 1.30(c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Kentucky West Virginia Gas Company, a West Virginia cor- 
poration having its principal place of business in Ashland, Kentucky, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of January 4, 1944, in Docket No. G-272 
(4 FPC 476). 
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(2) The sale of natural gas to be abandoned, as hereinbefore described and as 
more fully described in the application herein, is subject to the jurisdiction of 
the Commission and abandonment of such sale by Applicant is subject to the 
requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) Such abandonment by Applicant, as hereinbefore described, is permitted 
by the public convenience and necessity, and an order authorizing and approv- 
ing same should be issued as hereinafter ordered. 

(4) Notice of cancellation of Applicant’s Rate Schedule X-4 should be ac- 
cepted for filing and become effective as of the date of the issuance of this 
order. 

(5) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record and, not having been denied by the Commission, is granted, pursuant 
to Section 1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment by Applicant, Ken- 
tucky West Virginia Gas Company, of the sale of natural gas hereinbefore 
described, all as more fully described in the application in this proceeding, be 
and the same is hereby granted. 

(B) The notice of cancellation of Applicant’s Rate Schedule X-4 be and 
the same is hereby accepted for filing to become effective as of the date of 
the issuance of this order. 

(C) Applicant shall advise the Commission of the date of such abandonment 
within 30 days of the date thereof. 

(D) Applicant shall file within 30 days hereof a revision to its Rate Sched- 
ule X-2 to specifically add to the performance of such Rate Schedule the gas 
wells in Magoffin County, Kentucky, which wells are presently delivering gas 
under the terms of Rate Schedule X-4. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall 
and L. J. O’Connor, Jr. 


CITY OF COLTON, CALIFORNIA vy. SOUTHERN CALIFORNIA EDISON 
COMPANY, DOCKET NO. E-6821 


ORDER DENYING REHEARING AND GRANTING STAY 
(Issued September 14, 1961) 


Southern California Edison Company (Edison) on August 21, 1961 and the 
Public Utilities Commission of the State of California (PUC) on August 22, 1961, 
have filed applications for rehearing of the Commission’s Opinion and Order 
No. 346, issued July 31, 1961, 26 FPC 223, determining that we had jurisdiction 
over sales of electric energy by Edison to the City of Colton for resale. Both 
Edison in a separate motion, and PUC have asked for stay of the Commission’s 
order as discussed below. We have considered the applications for rehearing 
filed and, except with respect to an allegation of changed circumstances to be 
discussed below, are of the opinion that generally the points raised have been 
answered in our original opinion. However, the following additional comments 
may assist in an understanding of our position. 

Edison contends that the out-of-state energy it receives at its Highgrove 
substation is a de minimis portion of its total energy received and generated and 
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this fact must be taken into account in determining status as well as rate 
jurisdiction. PUC raises a similar point. We have already shown (26 FPC 223 
at 236) that the out-of-state energy is not de minimis with respect to the sale to 
Colton for resale. Edison’s status as a public utility, a prerequisite to rate 
jurisdiction as Edison says, was not in issue. Nevertheless the record shows that 
the company received large amounts of out-of-state energy not only at High- 
grove through the Metropolitan Water District (MWD) system, but also at its 
Chino substation directly from the Hoover Dam. In 1958 Edison received 
941,990,700 kwh at Chino from Hoover or about 6 percent of the total energy 
available to its system. The energy received through the MWD system at Hay- 
field amounted to 177,724,800 kwh in 1958, although, as indicated in our original 
opinion, this might at times include some Parker Dam energy generated in 
California. Therefore we find that the de minimis doctrine is not applicable 
either to Edison’s status as a public utility or to our jurisdiction over the sale 
to Colton. 

Edison contends that during the hearings it tried to introduce evidence on 
the proper interpretation of its 1945 contract and the course of Colton’s conduct 
in respect thereto, and that because such evidence was rejected, it did not re- 
ceive a fair hearing. This evidence is composed of proferred testimony and 
Exhibits 24 and 25 in this proceeding relating to Colton’s position before the 
PUC. One exhibit contains an excerpt from the oral argument of Colton’s 
counsel before the PUC on May 3, 1954, and the.other exhibit was presented 
before the PUC on June 13, 1957 and includes a discussion of the financial effect 
of Edison’s proposed rates on Colton and other cities. It appears that Edison 
introduced these exhibits here to show that the question of jurisdiction had been 
settled under the doctrine of res judicata before the California Commission, that 
Colton was estopped to invoke our jurisdiction, and that the contract was subject 
to change by the California Commission whether or not it had jurisdiction. 
We have already expressed our views on these questions. In our opinion the 
position taken by Colton before the California Commission is not relevant to the 
result. It would not be in accordance with the Federal Power Act if a juris- 
dictional proceeding concerning the Commission could be settled before a state 
Commission or if a complainant, representing consumers, could be prevented 
from invoking our power by the position it might have taken previously either 
mistakenly or because confronted with a rate increase proceeding before the 
state Commission which had assumed jurisdiction. Except for the following 
point this evidence was correctly rejected. 

Edison contends that it was entitled to rescind its 1945 contract with Colton, 
and that it was denied the opportunity to present evidence on this point referring 
to its previous contentions with respect to Exhibits 24 and 25. These exhibits 
relating to proceedings before the PUC show that Colton was assuming PUC 
jurisdiction for the purposes of those proceedings, but they contribute little or 
nothing to whether Colton was mistaken or not mistaken as to the jurisdiction 
of the PUC. However, we shall admit the exhibits for this purpose and for 
what they are worth. In any case, as discussed in our opinion, the 1945 contract 
must be considered as Edison’s rate schedule as though filed, and so considered 
embodies Edison’s rates irrespective of any right of rescission. 

Edison objects to our requiring it to file its 1945 contract as its rate schedule. 
It says this contract was effective seven years prior to our determination of 
jurisdiction, while we required the independent producers to file their rate 
schedules effective June 7, 1954, the date the United States Supreme Court 
determined we had jurisdiction. In our opinion the two situations differ. Here 
we have determined jurisdiction over one sale made by one company. This 
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record shows that as of 1954, the 1945 contract was in effect, and therefore 
should have been on file as Edison’s rate schedule. This case may conceivably 
be a precedent in other cases, but it will have nothing like the effect of sub- 
jecting a whole industry to our jurisdiction after a holding on our part that we 
did not have jurisdiction.” In the case of the independent producers it was 
necessary to pick a date that would be applicable to thousands of companies 
and individuals. We chose as reasonable the date of the Supreme Court’s de 
cision that the producers were subject to our jurisdiction. 

Edison now alleges that because of a major enlargement of the Colorado 
River Aqueduct MWD requires its entire entitlement to Hoover energy for its 
own use and is purchasing large amounts of supplemental energy from Edison. 
It says that it has received only about two million kilowatt-hours over the Hay- 
field line in the last year and no energy has been received since February of 
this year. It does not anticipate further receipts from this source except for 
possible emergency or disaster conditions. PUC sets forth a similar allegation. 
Edison also says that Edison’s Highgrove substation has been disconnected from 
its Chino substation so that Hoover energy could not pass through the Chino 
substation to Highgrove and then to Colton. Therefore Edison specifically re- 
quests a rehearing on these changed circumstances. These changes, if sup- 
ported, might affect our jurisdiction but our jurisdiction does not arise or dis- 
appear with every temporary change in operation. In this connection we note 
that in its petition to intervene in The Arizona Power Authority, et al., Project 
No. 2248, et al., filed August 7, 1961, Edison recites that it purchases firm power 
allotted to but unused by MWD and interchanges power allotted to and used by 
MWD. According to testimony in that case MWD, as of September 1, 1961, 
acquired Hoover Dam Unit N7 as an additional generating source, a factor 
which might affect the situation. Whatever the changed situation, we are con- 
cerned here with a considerable past period as well as the future. In the 
proper administration of the Federal Power Act we think this proceeding should 
be concluded on the present record. The changed circumstances can properly 
be brought before us in another proceeding. 

Edison in a motion filed August 12, 1961 and the PUC in its application for 
rehearing have requested a stay of our order of July 31, 1961, until we have 
acted on the applications for rehearing. Edison also requests that the time for 
filing its rate schedule and the time for filing accounting entries and a proposed 
disposition of the special reserve required by us be extended. Edison states 
that it does not want to disrupt the relationship between the parties until action 
on the applications for rehearing and points out that the parties have historically 
used a calendar month as a basis for the determination of charges and billing. 
Our Secretary has extended the time for filing Edison’s rate schedule until 
October 1, 1961 and the time for filing the accounting entries and plan of dis- 
position of the reserve until November 1, 1961. Accordingly, we shall stay 
compliance with respect to the rate charged as required in Paragraph (B) of 
our order until October 1, 1961. 


The Commission further finds: 

The assignments of error and grounds for rehearing set forth in the ap- 
plications for rehearing filed herein on August 21, 1961 by Edison and August 
22, 1961 by PUC set forth no new facts or principles of law which were not fully 
considered by the Commission when it issued its opinion and order of July 31, 
1961, or which having now been considered, warrant any change in or modification 
of such opinion and order except as specified below. 


1 Phillips Petroleum Co., 10 FPC 246; Phillips Petroleum Co. v. Wisconsin, 347 U.S. 672. 
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The Commission orders: 


(A) The applications for rehearing of the Commission’s Opinion No. 346 and 
order issued July 31, 1961, filed by Edison and PUC are hereby denied except 
as specified below. 

(B) Exhibits 24 and 25 are hereby admitted into evidence for the purpose spe- 
cified above. 

(C) Our order of July 31, 1961, shall be stayed with respect to compliance with 
paragraph (B) thereof until October 1, 1961. 


H. F. SEARS, DOCKET NO. G-6502; A. E. HERRMANN CORPORATION, 
DOCKET NO. G-—6623 


ORDER DISMISSING RATE PROCEEDINGS 
(Issued September 14, 1961) * 
Syllabus 


1. While not insisting on exact utility-type rate base cost of service formula 
in producer rate cases arising prior to Statement of General Policy No. 61-1, 
Commission does insist on sufficient cost evidence to allow testing of pro- 
posed rates against some formula; Applicants have presented no alterna- 
tive formula, nor is their evidence sufficient to.be used with any conceivable 
formula. P. 496. 

2. On further hearing, in accordance with Court opinion remanding proceedings, 
Commission finds Applicants have failed to sustain burden of proof imposed 
by Section 4 of the Natural Gas Act. P. 497. 

3. Commission disallows proposed increased rates and dismisses proceeding 
initiated under Section 4 of the Natural Gas Act. P. 497. 


Commissioner O’Connor dissenting. 

D. H. Culton and Ray W. Richards for H. F. Sears and A. E. Herrmann 
Corporation. 

Charles S. Rhyne and J. Parker Connor for City and County of Denver, 
Colorado. 

Leo E. Forquer for the Staff of the Federal Power Commission. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall 
and L. J. O’Connor, Jr. 

The proceedings involve the lawfulness of increased rates of 12 cents per 
Mcf, an increase of 3 cents per Mcf, for the sale of natural gas from the West 
Panhandle field of Texas by H. F. Sears and A. E. Herrmann Corporation to 
Colorado Interstate Gas Company. These increased rates became effective 
subject to refund on March 3 and December 8, 1955, after suspension. The City 
and County of Denver, Colorado, were permitted to intervene in the proceedings, 
and Colorado Interstate intervened solely to oppose an offer of settlement filed 
January 6, 1960, and a motion for termination filed October 20, 1960. By order 


*Initial decision appears on p. 497. Rehearing denied by order issued November 7, 1961, 
26 FPC 711. 

1 The offer of settlement was denied by Commission order of February 24, 1960, and the 
motion to terminate was denied by Commission order of March 30, 1961. Included 
with the motion to terminate was a motion to substitute Richome Oil Company, a partner- 
ship composed of J. B. Herrmann and R. P. Herrmann, for A. B. Herrmann Corporation 
in these proceedings. We did not act on this part of the motion and the examiner in his 
decision has appropriately substituted Richome for Herrmann. 








496 FEDERAL POWER COMMISSION 


issued September 3, 1957, 18 FPC 244, we approved an initial decision by the 
presiding examiner disallowing the rate increases and granting motions by our 
staff and Denver to dismiss the proceedings on the ground that the petitioners 
had not sustained their burden of proof. Pursuant to this order Sears and 
Herrmann ceased collecting the increased rates and refunded to Colorado Inter- 
state all amounts which they had collected in excess of the 9 cent rate. Sears 
and Herrmann have continued to collect the 9 cent rate since that time. 

Upon review, the United States Court of Appeals for the Fifth Circuit, relying 
upon Forest Oil Corporation v. F.P.C., 263 F. 2d 622, remanded the case to us 
with directions to grant the petitioners the opportunity they had requested in oral 
argument before the court to adduce further evidence relative to the justness and 
reasonableness of the proposed increased rates,’ Sears and Herrmann v. F.P.C., 
263 F. 2d 626. The court’s opinion made it clear, however, that we were correct 
in holding that in order to justify an increase in rates it was not sufficient 
merely to introduce evidence of arm’s length bargaining, similar rates for other 
producers, the existence of valuable consideration for the contract price charge, 
and opinions that the increased rate was necessary to encourage exploration 
for gas. 

Pursuant to the court’s remand we ordered the proceedings reopened and 
remanded to the presiding examiner for further hearing. At the hearing, held 
on June 2, 1959, Sears and Herrmann submitted some cost evidence. Thereafter 
our staff and Denver again filed motions to dismiss based upon the failure of 
the petitioners to make a prima facie case justifying the increased rates. On 
June 27, 1961, the presiding examiner issued his initial decision again disallowing 
the proposed rate increase and granting the motion of the staff and Denver 
to dismiss the proceedings. 

More specifically, the examiner found that Sears and Herrmann failed to 
explain items of cost shown for the specific wells, improperly included an allow- 
ance for taxes not actually paid, failed to relate general cost evidence to a cost 
for gas, and gave no basis for a comparison of the needs of the producers as 
opposed to the interests of consumers in terms of dollars involved. The ex- 
aminer further noted that it could well be concluded from the evidence that 
Sears and Herrmann were making a substantial profit charging the 9-cent price 
currently in effect. 

We have carefully reviewed all of the evidence adduced at both hearings, 
the parties’ briefs, the examiner’s decision, and the exceptions filed thereto by 
Sears and Herrmann. Upon such review we are of the opinion that the con- 
clusions reached by the examiner are correct. It is clear from his decision 
that he made every attempt to relate such evidence as was presented to the 
determination of a fair price and that he reached his decision to dismiss only 
after an extremely thorough analysis of all of the evidence. 

In their exceptions to the examiner’s decision Sears and Herrmann do not 
argue that an adequate cost showing was made or that any specific price can 
be calculated from evidence. On the contrary they insist that consideration 
of our Opinion No. 310, 19 FPC 463, and the fact that they are relatively small 
producers should allow them to justify their rates on some basis other than costs. 

For those producer rate cases arising prior to our Statement of General Policy 
No. 61-1, 24 FPC 818, we have generally held that rate increases should be 
justified on a cost basis. We have not in all cases insisted on an exact utility- 


2* * * some financial evidence from which the Commission can determine whether the 
petitioner will receive an amount which is just and reasonable to the consuming public 
and which will yield at least enough to provide a fair return on petitioner’s investment 
and allow sufficient to encourage further exploration and development. Forest Oil Corpo- 
ration v. F.P.C., 263 F. 2d 622, 625. 
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type, rate base, cost of service formula. We have insisted that sufficient cost 
evidence be presented to allow the testing of the proposed rates against some 
formula. Sears and Herrmann have presented no alternative formula nor is 
their evidence sufficient to be used with any conceivable cost formula. The 
examiner reached the only conclusion possible from the evidence available. 
While we do not adopt all of the language in his opinion we will adopt his 
findings and conclusions as our own. 


The Commission finds: 


(1) The findings and conclusions of the presiding examiner issued in his 
decision of June 27, 1961, in the above proceedings should be adopted as our 
own. 

2) The exceptions to the examiner’s decision of June 27, 1961, in the above 
proceedings should be denied. 


The Commission orders: 


(A) The findings and conclusions of the presiding examiner in his decision 
issued June 27, 1961 in these proceedings are hereby adopted as our own. 

(B) The increased rates and charges proposed by Sears and Herrmann in 
these proceedings are hereby: disallowed and the motion of staff and Denver 
to dismiss the proceedings is hereby granted. 

(C) The exceptions to the examiner’s decision of June 27, 1961, are hereby 
denied. 

Commissioner O’Connor dissenting. 


DECISION 
UPON MOTIONS TO DISMISS RATE PROCEEDINGS 


(Issued June 27, 1961) 


KEtiy, Presiding Examiner: These consolidated proceedings concern the law- 
fulness of increased rates for the sale of natural gas produced in the West 
Panhandle Field of Texas by H. F. Sears (Sears), who conducts his business 
as an individual, and A. E. Herrmann Corporation (Herrmann), to Colorado 
Interstate Gas Company (Colorado) for transportation in interstate commerce for 
resale for ultimate public consumption. By order of the Commission entered in 
these consolidated proceedings, these increased rates have been once disallowed 
for failure by the Applicants, at a hearing ordered by the Commission, to sustain 
their burden of proof to establish the lawfulness of them. Upon petition by 
the Applicants for review of this order of disallowance, the United States 
Circuit Court of Appeals for the Fifth Circuit remanded the proceedings and 
directed the Commission to reopen them to give the Applicants opportunity to 
adduce additional evidence. Pursuant to Commission order there now has 
been conducted a second hearing at which the Applicants were given such 
opportunity. There is now presented for decision the question of whether the 
Applicants have, upon the basis of all the evidence adduced at both the origi- 
nal and reopened hearings, sustained their burden of proof imposed by Sec- 
tion 4(e) of the Natural Gas Act (Act), to establish that their increased rates 
are just and reasonable. 

There are here involved Supplement No. 3 to Sears’ FPC Gas Rate Schedule 
No. 2 and Supplements No. 3 and No. 4 to Herrmann’s FPC Gas Rate Sched- 
ule No. 2, which prescribe a rate increase from 9 cents to 12 cents per Mcf 
in the sales made to Colorado. The Sears Supplement is an amendment, dated 
October 13, 1954, to the basic contract with Colorado dated December 16, 

693-488—64——_34 
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1952. The Herrmann Supplements apply to an amendment of October 16, 
1954, to the basic contract with Colorado of November 19, 1952. The Sears 
Supplement was filed with the Commission on November 29, 1954, and the 
Herrmann Supplement on December 1, 1954. While these increased rates were 
collected under bond after being suspended by the Commission, all refunds 
have been made under protest by the Applicants to Colorado, which were 
directed by the Commission in its order of September 3, 1957, which dis- 
allowed the increased rates. The rate of 9 cents per Mcf has since been 
collected. 

The original hearing in these proceedings, consolidated by order of the Com- 
mission, was begun on May 21, 1956 and, after a recess, was concluded on 
July 10, 1956. Motions to dismiss made by the Commission Staff and by the 
City and County of Denver (Denver), which had been granted intervention 
by the Commission, were sustained and the increased rate was disallowed by 
the Presiding Examiner in his decision of April 23, 1957. The one question 
raised by said motions was whether the Applicants had sustained their burden 
of proof to show their increased rates to be just and reasonable. This deci- 
sion of the Presiding Examiner is made a part of the instant decision by refer- 
ence to it; and there is found therein an enumeration of all procedural steps 
taken prior to April 23, 1957. There is also found therein a discussion of 
the evidence adduced at the original hearing, concluded on July 10, 1956, 
and the reasons for the sustaining of the motions to dismiss and the disallowance 
of the increased rates, upon the basis of the then existing record. 

The aforesaid motions to dismiss were first made orally upon the record by 
the Staff and Denver at the time the Applicants completed the presentation 
of their evidence in support of the lawfulness of their increased rates. The 
motions were later made in writing and filed, and they were then referred, 
together with the certified record, by the Presiding Examiner to the Commis- 
sion for consideration and action. By order of the Commission of June 19, 
1956, the motions were referred back to the Presiding Examiner to be acted 
upon by him as a part of his initial decision. In this order there appeared 
the following: 

In summary, Applicants’ showings as to the justness and reasonableness 
of their proposed increased rates are based on evidence of arm’s length 
bargaining in negotiating the contracts of sale and evidence of the prices 
received by other producers in the same producing field under contracts 
negotiated during the period January 1, 1953 to November 16, 1955. As we 
said in the “Order Reversing Initial Decision of the Presiding Examiner 
and Approving Rate Increase” issued March 22, 1956, In the Matter of 
Davidor and Davidor, Docket No. G—8550: 

“Proof of arm’s length bargaining and evidence of area or field prices do 
not suffice to sustain the burden of proof under a Section 4 or Section 5 
proceeding. We recognize that such evidence is relevant to a determina- 
tion of just and reasonable rates.” 

Inasmuch as the hearings in these proceedings have not been completed 
we find that decision on the motions to dismiss would be premature at this 
time. Furthermore, we deem it necessary to the proper exercise of the 
Commission’s functions in this and like cases, that the Presiding Examiner 
who has heard the case and has had opportunity to evaluate fully the 
testimony of the witnesses render his initial decision on all issues of fact, 
and law which the record presents, prior to the Commission’s undertaking 
to pass on these matters. The public interest will best be served if the 
administrative process is pursued to completion within the bounds con- 
templated by the statutes and our rules and regulations. 
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When the hearing was resumed on July 10, 1956, no further evidence was 
offered by the Applicants; and the Staff and Denver urged the granting of their 
motions to dismiss, which was done in the Presiding Examiner’s initial decisions 
of April 23, 1957. 

Exceptions to the Presiding Examiner’s initial decision were duly filed by the 
Applicants; and, by order of September 3, 1957, the Commission granted the 
motions of the Staff and Denver, disallowed the increased rates, and dismissed 
and terminated the proceedings. In discussing the exceptions of the Applicants 
to the Presiding Examiner’s initial decision, the Commission had the following 
to say: 

Applicants, in their exceptions, object to the presiding examiner’s con- 
clusion that evidence of arm’s-length bargaining, valuable consideration for 
the amendatory contracts, and favorable comparison of their rates with 
others do not sustain their burden of proof. This type of evidence has 
already been considered by us, in other cases, and found insufficient. 
Union Oil Company of California, 16 FPC 100, Crow Drilling Company, Inc., 
17 FPC 238, G—6622, February 6, 1957, Sun Oil Company, 17 FPC 191, 
G-—8288, February 6, 1957. 

Applicants also except to the conclusion of the presiding examiner that 
the evidence was limited to the matters referred to above, saying that they 
further showed that any price lower than 12 cents per Mef is not adequate 
to induce small independent producers to continue their search for gas. 
Without considering the adequacy of the applicants’ showing on this point, 
such evidence, even when combined with the other evidence in the case, is 
not sufficient to discharge applicants’ burden of proof. It is appropriate, 
of course, in proceedings of this nature to offer evidence of what rate is 
necessary to encourage exploration and development, but there must 
also be showing made in support of the proposed rates under the rate-base 
method. As was said in City of Detroit v. F.P.C., 230 F. 2d 810 (CADC), 
certiorari denied, 352 U.S. 829, the rate-base method must be used as a 
basis of comparison and point of departure in arriving at just and reason- 
able rates, and this view was reflected in our Union Oil decision, 16 FPC 
100, 110. 


The Applicants filed a joint application for rehearing of the Commission 
order of September 3, 1957. By order of October 22, 1957, the Commission denied 
this joint application after making therein the following statement: 


In general, the contentions advanced by Sears and Herrmann in their 
present application have already been considered by us and, with one ex- 
ception, discussed in our previous order. Sears and Herrmann contend that 
City of Detroit v. F.P.C., 230 F. 2d 810 (CADO, December 15, 1955), 
certiorari denied, 352 U.S. 829, requiring the submission of rate-base evidence 
to justify the increased rates for use as a point of departure for such further 
increase as may be necessary to encourage exploration for and production of 
gas, applies to pipeline companies but not to independent producers. We 
note here, as we did in our order denying rehearing in the Union Oil case, 
that in the City of Detroit case the court was interpreting substantive stat- 
utory and constitutional standards applicable to all natural-gas companies 
whether they be interstate transmission companies or independent producers. 
The justness and reasonableness of rates are measured by a balancing of 
investor and consumer interests, by the protection afforded to the ultimate 
consumers through limiting the rate to that which is needed, but no more 


1In the Matters of Union Oil Company, et al.,17 FPC 89. 
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than is needed. Sears’ and Herrmann’s evidence supplies no basis enabling 
us to make the required determination of justness and reasonableness. 


The Applicants filed with the U.S. Circuit Court of Appeals for the Fifth Cir- 
cuit a petition to review the order of the Commission which disallowed their 
increased rates. The opinion of that Court, rendered February 20, 1959, 263 F. 
2d 626, is quite brief. It states that the appeal presents substantially the same 
questions as were decided in the opinion of the Court rendered on the same date 
in Forest Oil Corporation v. F.P.C., 263 F. 2d 622, the only substantial difference 
between the two cases being that “the petitioners here did not make a motion 
before the Commission before the final order, as was done in Forest Oil Corpora- 
tion, for further opportunity to produce the financial type of evidence which was 
indicated by the Commission’s order in Bel Oil v. F.P.C., No. 300, would be re- 
quired.” It was pointed out, however, that counsel for the petitioners did 
request, at the time of oral argument before the Court, that such opportunity be 
given them. The opinion then states: 

As we said in Gulf Oil Corporation v. Federal Power Commission, 5 Cir., 255 
F. 2d 556, 557 : 

We think justice requires that the matter be referred back to the Com- 

mission for the taking of additional testimony, especially in light of the Pan 
American opinion (Opinion 310). 
The petition is granted to the extent that the Commissiofi is directed to re- 
open these proceedings to afford petitioner reasonable opportunity to adduce 
such evidence as they may be advised is relevant to the inquiry whether the 
proposed rate is just and reasonable. In all other respects the petition is 
denied. 

Pursuant to the order of the Appellate Court, the Commission issued on April 
17, 1959, an order which reopened these consolidated proceedings to give the 
Applicants the opportunity described in the opinion of the Appellate Court. This 
order of the Commission contained the following: 


Petitioners, who make sales of natural gas from the West Panhandle Field 
of Texas to Colorado Interstate Gas Company (Colorado Interstate), sought 
review of an order of the Commission issued September 3, 1957 (18 FPC 
244)* affirming the initial decision of the presiding examiner granting a 
motion to dismiss increased rate proposals filed by petitioners as a result of 
provisions in their basic sales contracts. Petitioners had proposed an in- 
crease from 9 cents to 12 cents per Mcf for natural gas sold to Colorado 
Interstate from the West Panhandle Field. Petitioners presented evidence 
with respect to arm’s-length bargaining, valuable consideration for the 
contract amendments increasing rates, and comparable field prices. The 
Commission, citing its previous decision in Union Oil Co., et al. (16 FPC 
100), held that such evidence did not sustain the burden of proof to justify 
the increased rates placed on petitioners by the Natural Gas Act (18 FPC 
244, 245). The Commission also stated that a showing must be made in 
support of the increased rates under the rate-base method at least as a basis 
of comparison and point of departure in arriving at just and reasonable 
rates. 

As it had in Bel Oil Corporation, et al., v. F.P.C., 255 F. 2d 548, certiorari 
denied October 13, 1958, and in Forest Oil Corporation, et al. v. F.P.C., 5th 
Circuit, No. 16844, decided February 20, 1959, the Court in this case held that 
proof of the going field price of gas from the same or adjacent areas is not 
enough to constitute prima facie proof of justness and reasonableness of the 
price, even when coupled with factually unsupported conclusionary testimony 


1 The initial decision of the presiding examiner was issued April 23, 1957 (18 FPC 250). 
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that this particular price was required to provide the incentive needed to 
encourage exploration and development. The Court states, however, that 
counsel for petitioner had, on oral argument, requested that petitioners be 
given the opportunity “to produce the financial type of evidence which was 
indicated by the Commission’s order in Bel Oil v. F.P.C., No. 300, would be 
required.” The Court accordingly directed that the proceedings be reopened 
“to afford petitioner reasonable opportunity to adduce such evidence as they 
may be advised is relevant to the inquiry whether the proposed rate is just 
and reasonable.” 


Pursuant to said order, the hearing in these consolidated proceedings was re- 
sumed on June 2, 1959, and the Applicants availed themselves of the opportunity 
given by the Court to adduce additional evidence in an attempt to establish that 
their increased rates were just and reasonable. At the completion of this 
presentation of additional evidence the Applicants announced that they rested 
their cases. Thereupon, the Staff and Denver requested that a recess be taken to 
enable them to examine the additional testimony and exhibits offered by the 
Applicants, and to determine therefrom whether they would again make motions 
to dismiss the proceedings and disallow the increased rates. A recess of the 
hearing was then taken to September 1, 1959, and the Staff and Denver were 
given until July 1, 1959 to file motions to dismiss if they decided so to do. On 
July 1, 1959, the Staff and Denver each filed a motion to dismiss, and briefs 
in support of their motions were received on July 17, 1959. On August 14, 1959, 
the Applicants filed their briefs in reply to the motions and briefs of the Staff 
and Denver. Due to the pendency of the motions, which would terminate the 
proceedings if sustained, the Presiding Examiner issued a notice on August 24, 
1959, postponing indefinitely the hearing in these consolidated dockets which 
was then set for September 1, 1959. These motions of the Staff and Denver 
are disposed of herein. 

On January 6, 1960, Sears and Herrmann filed with the Commission a docu- 
ment entitled “Offer of Settlement and Motion to Terminate Suspension of 
Rates.” Colorado filed a petition to intervene on January 22, 1960, in which it 
averred that, as the purchaser of the gas involved, it had a direct and substantial 
interest in the proceedings. On the same date Colorado likewise filed its answer 
and objections to the aforesaid offer of settlement and motion to terminate. On 
January 29, 1960, Denver filed its objections to the proposed settlement and 
motion to terminate. By order of February 24, 1960, the Commission granted 
intervention to Colorado, and denied the motion of Sears and Herrmann to 
terminate the rate suspension. This order pointed out that the motions of the 
Staff and Denver to dismiss were pending before the Presiding Examiner. 

On October 20, 1960, Sears and Herrmann jointly filed a “Motion for Accept- 
ance of Area Price Fixed by the Commission and for Termination of Suspension.” 
The motion enumerates certain of the prior procedural steps in the proceedings, 
following which it refers to the Commission’s Statement of General Policy, 
No. 61-1, issued September 28, 1960, which fixed certain price standards for 
independent producer rates for the sale of natural gas in interstate commerce, 
in various producing areas of the country. The motion states that the gas 
involved in these proceedings is produced from wells located in District No. 10 of 
Texas, and that the applicable rate therefor in the statement of general policy 
aforesaid was 11 cents per Mcf. The motion then advised that Sears and Herr- 
mann were willing to accept this rate of 11 cents per Mcf in lieu of the 12-cent 
price to which they were entitled by contract, and for which they had applied 
in these proceedings. The motion insisted also that Sears and Herrmann were 
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entitled to such 11-cent rate retroactively to dates in 1955 when they became 
effective under the terms of the respective initial contracts. (It was averred in 
the motion that Richome Oil Company had been assigned all interests of Herr- 
man in the oil properties here involved and requested that Richome be substi- 
tuted as a party to these proceedings for Herrmann.) Colorado and Denver 
both filed answers objecting to the granting of the motion. On March 30, 1961, 
the Commission issued an order which denied said motion. This order likewise 
recited the pendency of the motions to dismiss by the Commission Staff and 
Denver which were before the Presiding Examiner for decision. Colorado has 
not participated in these proceedings except to oppose, as aforesaid, the granting 
of the motions of Sears and Herrmann of January 6, 1960 and October 20, 1960. 
In the motion of Sears and Herrmann of October 20, 1960, there was the 
following averment: 
A. E. Herrmann Corporation has heretofore sold and assigned its interest 
in the gas leasehold estates involved in this proceeding to Richome Oil 
Company, a partnership composed of J. B. Herrmann and R. P. Herrmann. 
In Docket No. G—17974, a certificate of public convenience and necessity 
was issued to Richome Oil Company authorizing it to continue the sale 
and service in question, and in Docket No. G-17975, the certificate of public 
convenience and necessity of A. E. Herrmann Corporation was vacated. It 
is respectfully submitted that Richome Oil Company, a partnership composed 
of J. B. Herrmann and R. P. Herrmann, should be substituted as a party in 
this proceeding in lieu of A. E. Herrmann Corporation. 


Neither the Staff nor any Intervener has filed any objection to the above request 
that Richome Oil Company be substituted as a party to this proceeding for 
Herrmann. In its order of March 30, 1961, which denied said motion, the 
Commission took no action upon this request for substitution, and such substitu- 
tion has not been officially made in Docket No. G-6623. It is to be understood 
that all findings and orders contained in this decision are equally applicable to 
Herrmann and to the substitute partnership. It is hereinafter ordered that 
Richome be substituted for Herrmann as the Applicant in Docket No. G—6623. 


THE ISSUE 


The petitions of Sears and Herrmann to review the Commission’s order of 
September 3, 1957 were denied by the Fifth Circuit Court of Appeals “in all other 
respects” than to remand the case to the Commission “to afford petitioner 
reasonable opportunity to adduce such evidence as they may be advised is 
relevant to the inquiry whether the proposed rate is just and reasonable.” This, 
of course, constitutes an affirmance of the Commission’s order of September 3, 
1957, which held that the evidence in the record on that date was insufficient 
to sustain the burden of proof to show that the proposed increased rate was 
just and reasonable. The Court opinion points out that at the time of the oral 
argument before it the petitioners for the first time had requested “further 
opportunity to produce the financial type of evidence which was indicated by the 
Commission’s order in Bel Oil v. F.P.C., No. 300, would be required.” 

Pursuant to this order of remand the Commission issued its order of April 
17, 1959 which found that “we deem it necessary to reopen the proceedings in 
Dockets Nos. G-6502 and G-6623 for the purpose of providing Sears and Herr- 
mann the opportunity described in the Court’s opinion’; and it was ordered 
therein that these proceedings “are reopened for the specific purpose hereinabove 
indicated.” This order pointed out that the Commission order, which had been 
reviewed by the Court, had “stated that a showing must be made in support 
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of the increased rates under the rate-base method at least as a basis of com- 
parison and a point of departure in arriving at just and reasonable rates.” 
This order of the Commission cited the Forest Oil case, supra, and the case 
referred to in that Court opinion of Bel Oil Corporation, et al., v. F.P.C., 255 F. 2d 
548. 

The Applicants have had quite considerable guidance from the Court and the 
Commission concerning the type of evidence which might be adduced to sus- 
tain their burden of proof, as hereinbefore shown. In the Forest Oil case, supra, 
the Court said: 

The briefs still speak of cost of service or rate-base proof. Nothing filed in 
these two cases indicates, however, that the Commission really insists on 
more by way of proof than some financial evidence from which the Com- 
mission can determine whether the petitioner will receive an amount which 
is just and reasonable to the consuming public and which will yield at least 
enough to provide a fair return on petitioner’s investment and allow suf- 
ficient to encourage further exploration and development. 


The motions to dismiss of the Staff and Denver present the issue of whether 
the Applicants have supplied for the record new evidence of the type described 
above, which will constitute a lawful basis for a finding by the Commission that 
their proposed increased rate is just and reasonable. A careful examination 
of the new evidence now in the record has been made with the question ever in 
mind of whether it shows, by the basic standards of rate-making within the 
meaning of the Act, that the rate of 12 cents per Mcf for the gas here involved 
effects a balancing of the interests of the consumer and investor. 

It has been frequently stated by the Courts that “the primary aim” of the Act 
is “to protect consumers against exploitation” by natural gas companies. It is 
therefore prerequisite to sustaining one’s burden of proof, under Section 4(e) of 
the Act, that evidence be furnished for the record which establishes definitely 
that the payment of the proposed increased rate would not effect an exploitation 
of the consuming public. Such exploitation occurs whenever more dollars are 
taken from the consuming public by a natural gas company than are needed by it 
for the reasonably successful operation of its business under prudent management. 
The very best way to make a determination of whether such exploitation is 
taking place is to look at a reasonably complete picture of the costs of the 
operation of such business and the revenues received. This complete picture 
can be produced in no other design than the dollars specifically shown upon 
the fiscal or financial records of the natural gas company. 

A considerable portion of the Applicants’ brief is devoted to an attack upon 
the utilization of the “rate-base method” of regulating the rates of the inde- 
pendent producer of natural gas. It is strongly urged that “the Commission 
might adopt some pragmatic standard to apply” to such regulation instead of 
any cost-of-service or rate-base method. There is no objection to pragmaticality 
in rate regulation in proper circumstances; “pragmatic adjustments” made by 
regulatory bodies have been approved by the Courts. Nevertheless, even the 
pragmatic standards which might be applied must furnish some look at all the 
dollars involved if any determination is to be made of whether or not so many 
dollars are being extracted from the consumers as to constitute exploitation 
of them. Evidence which consists only of generalities concerning the difficulties 
encountered in the operation of a natural gas business, certainly would not 
assist in making such a determination. As the Commission has held, it is not 
unfettered in its selection of rate-making methods. 

In the quotation above, from the opinion of the Court in the Forest Oil case, it 
speaks of “some financial evidence from which the Commission can determine 
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whether the petitioner will receive an amount which is just and reasonable to 
the consuming public and which will yield at least enough to provide a fair 
return on petitioners investment and allow sufficient to encourage further ex- 
ploration and development.” It is known too that Courts require no specific 
and rigid formulas for determining what is a just and reasonable rate. Whether 
or not this determination is made by some well known exact formula which has 
borne for years some name by which it is recognized, is unimportant, but it 
is entirely necessary that any “financial evidence” adduced to sustain the 
burden of proof under Section 4(e) of the Act, must be sufficient to show that 
the proponent of the increased rate is not making a profit which is exploitive of 
the consuming public and thus unjust and unreasonable. Such “financial 
evidence” should also be sufficient to show that the dollars going to the company 
producing natural gas are no more than are needed to sustain its business and 
supply the return and incentive for exploration and development spoken of by 
the Court in the Forest Oil opinion.’ 

In the opinion which remanded these proceedings to the Commission for 
further hearing, the Court spoke of the request of the Applicants here ‘for 
further opportunity to produce the financial type of evidence which was indi- 
cated by the Commission’s order in Bel Oil v. F.P.C., No. 300 would be required.” 
The Bel Oil case had been before the same Court, and in its opinion there it 
told of the absence from the record of “the financial type of evidence”, which it 
had described therein as follows: 


* * * No evidence was offered to show the actual cost of service to the 
producers—that is no evidence as to any economic factors related to their 
financial interests or needs, none as to operating expenses or capital costs, 
as to the return or profits they were earning under the 8.79 cent rate or 
which they would earn under the 16 cent rate, no evidence to indicate 
whether the rate was necessary to maintain credit and to attract capital. 


The Court remanded these proceedings to give the Applicants “further oppor- 
tunity to produce” the type of evidence described above. By such type of evi- 
dence the Applicants are required to show the lawfulness of their proposed 
increased rate. Absent from the record sufficient evidence from which to make 
a determination of such lawfulness, there is no other lawful course than to 
sustain the motions of the Staff and Denver. 


THE NEw EVIDENCE 


The testimony of two witnesses was received at the reopened hearing, namely 
a certified public accountant who had done the accounting work for Herrmann 
for a number of years, and the Applicant Sears who gave additional testimony. 
The accountant prepared and presented eight exhibits with his testimony and 
four new exhibits were presented by Sears. 


The Six Wells Involwed 


There are six wells from which gas is being sold under the rate schedules of 
Sears and Herrmann here involved. Sears owns four and Herrmann owns two 
of these, and the accountant witness prepared and presented an exhibit for 
each well, showing the “Capitalized Costs” in Schedule 1 thereof, and a “State- 
ment of Profit and Loss” on each well for certain periods of time in Schedule 2. 
Schedule 1 of each such exhibit shows the “Cost of Acquisition”, if any, and 


1See also City of Detroit v. F.P.C., 230 F. 2d 810, and Hl Paso Natural Gas Company 
v. F.P.0., 281 F. 2d 567, 
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the original cost of the “Intangibles” and of the “Equipment.” There are shown 
the “Amortization to June 1, 1954” of the “Intangibles” and the “Depreciation 
to June 1, 1954” of the “Equipment” which, deducted from the stated original 
costs aforesaid, gives the “Adjusted Cost at June 1, 1954” of both the “In- 
tangibles” and the “Equipment.” In Schedule 1 of the exhibits covering the 
Herrmann wells there are given the aforesaid amortization and depreciation 
for the period from June 1, 1954, to February 28, 1955, which date is the date 
of the end of the Herrmann fiscal year, and for the fiscal years ending on 
such date in 1956, 1957, 1958 and 1959. The total of the amortization and 
depreciation for these periods is deducted from the “Adjusted Cost at June 1, 
1954”, which gives the “cost remaining at February 28, 1959.” In Schedule 1 
of the exhibits covering the Sears wells, there are shown the amortization and 
depreciation from June 1 to December 31, 1954, and then for the calendar years 
1955 to 1958, inclusive; and the total of these is deducted from the “Adjusted 
Cost at June 1, 1954” to show the “Cost remaining at December 31, 1958” for 
each Sears well. 

In Schedule 2 in each of the exhibits covering the six wells there are shown 
for each of the aforesaid five periods of time the “Gross Receipts” from the 
well, from which are deducted the amounts of the amortization and depreciation 
shown respectively for each period in Schedule 1 of the exhibit, and the amounts 
which are described as “Indirect Expense” and “Direct Expense.” Such four 
deductions result in an amount which is described for each of the aforesaid 
periods of time as “Net Receipts Prior to Income Taxes.” 

The accountant testified that in the preparation of Exhibits 5 to 10, inclusive, 
which relate respectively to said six wells, he had given the results of a study 
in each case made by him “on the assumption that intangibles as to each well 
were capitalized”, although in fact the intangible drilling costs were expensed 
for income tax purposes by both Sears and Herrmann in all of the periods of 
time shown in the six exhibits. This testimony shows that “the annual charges 
for depreciation on equipment and amortization of intangibles shown on 
Schedule 1” of each exhibit were reflected in Schedule 2 as costs to be deducted 
from the gross receipts for each period of time. On Schedule 2 there are like- 
wise deducted from the gross receipts for each period the “Indirect Expense” and 
the “Direct Expense’. The resulting “Net Receipts prior to Income Taxes” for 
each period are the result of deducting from gross receipts the “Depreciation— 
Equipment”, “Amortization—Intangibles”, “Indirect Expense’, and “Direct 
Expense.” ; 

The accountant does not disclose in his testimony the rate at which the “Equip- 
ment” is depreciated on an annual basis. However, in the exhibits covering the 
Sears wells he appears to have used a rate of 6 percent throughout, but in the two 
exhibits covering the Herrmann wells the rate of depreciation varies between 
years. He gives no description of the “Equipment” so depreciated, and offers 
no estimate of the useful life thereof. His testimony shows that the same rate 
used for such depreciation was used for the amortization of the capitalized 
“Intangibles”, but he gives no reason for doing so, merely stating that he had 
“assumed that the intangibles should be amortized on the same percentage basis 
used for depreciation on the physical properties.” In giving the depreciation and 
amortization for each well prior to June 1, 1954, no information is given as to 
what rate was used or how long was the period of time during which such 
depreciation or amortization was taken. The accountant does not explain what 
items are included in either the “Indirect Expense” or the “Direct Expense” 
shown in Schedule 2 of each exhibit. He explains that the “Indirect Expense” 
and “Direct Expense” items were taken from the records of the Applicants, 
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including their federal income tax returns. Therefore, there are in the record 
items of “amortization” and “depreciation” which are in no way explained so as 
to determine whether they are justified under any of the known criteria for rate 
making under the Act. The same is true of the so-called “Indirect Expense” and 
“Direct Expense” shown in each of the six exhibits. 

In Schedule 2 of each of the exhibits covering the six wells, there are shown 
the “Gross Receipts” for each period of time. It is nowhere shown that all of 
these “Gross Receipts” are derived from the gas sold from the particular well 
for the particular period of time. It is not disclosed what quantities of natural 
gas were sold from each well for such periods. The record does show elsewhere 
the production from the four Sears wells for the years 1955 and 1958, to show 
the extent of the reduction of production in the latter year as compared with 
the former year. No sale price for any gas has been given. The record shows 
that all payments received by the Applicants in excess of 9 cents per Mcf have 
been refunded pursuant to Commission order. Therefore, for the purpose of 
giving full effect to such evidence in relation to the motions to dismiss, it is here 
assumed that such “Gross Receipts” were derived from sales of natural gas at 
9 cents per Mcf, although the application of the 9-cent rate to the production 
(expressed in Mcf) for the years 1955 and 1958 does not produce the amounts 
of the “gross receipts” shown for these years on Exhibits 6 through 9, which, 
as aforesaid, relate to the four Sears wells. 

There is evidence in the record, adduced at the first hearing on May 21, 1956, 
“showing the volume of gas in place underlying each of the leases on which the 
wells were drilled, as of January 1, 1956.” This evidence is contained in Exhibit 
3, a part of the testimony of a petroleum engineer appearing on behalf of the 
Applicants; and there is shown thereon such estimate of volume for each of the 
six wells here involved as of that date. While the amount of the annual 
production of gas from each of the six wells is no doubt known to the Applicants, 
it is only given for 1955 and 1958 from the four Sears wells, and these production 
figures for these two years are in no way related to the “financial evidence” in 
the record. No depletion of gas is taken on a unit-of-production basis by either 
of the Applicants. Neither the rate of 9 cents nor the rate of 12 cents has been 
used in relation to any annual production to show the actual or potential receipts 
in dollars under each price, respectively. 


Income Tar—Capitalized Intangibles 


Exhibit 11, which was prepared and presented by the accountant contains four 
schedules, each covering a calendar year from 1955 to 1958, inclusive. Each 
relates to the federal income tax of Sears for the particular year and is entitled 
“Taxable Income Computed without benefit of Intangibles.” Each schedule first 
shows the “Adjusted Gross Income” of Sears taken from his federal income tax 
return on “Form 1040” for the particular year. The testimony shows that Sears 
deducts each year his intangible drilling costs as an expense of his business. On 
each schedule are the intangible drilling costs for each well drilled in that year 
and the total of such costs is then added to the “Adjusted Gross Income” for the 
year in order to obtain the “Adjusted Gross Income without Intangible Deduc- 
tions.” The amount so obtained is then called the “Adjusted Gross Income” for 
the year; and there is then shown the “Tax Computation” thereon. None of 
the intangible drilling costs shown on the four schedules of Exhibit 11 were 
incurred in connection with the six gas wells here involved, all of which were 
completed prior to 1955. The accountant testified that in preparing Exhibit 11 
he had “undertaken to show what the income taxes payable by Sears from all of 
his operations would have been for the years 1955, 1956, 1957 and 1958 on the 
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assumption that intangible drilling costs were capitalized and not taken as a 
deduction for tax purposes.” The amounts of the hypothetical income taxes for 
the years specified run from $32,160 to $204,851, although the highest income tax 
actually paid by Sears for any of those four years was less than $1,000.00. 


Hypothetical Corporation 


Exhibit 12, sponsored by the accountant, contains four schedules covering 
respectively the calendar years 1955 to 1958, inclusive. The explanation of this 
exhibit given by the witness is as follows: 

This exhibit is purely of a pro forma nature prepared for such light as it 
may throw on the net income from the two Herrmann wells and the four 
Sears wells. I have thought that it might be of some interest if it were 
assumed that these six wells were all placed in a newly formed corpora- 
tion as of the year January 1, 1955, at the cost less accrued depreciation, 
but assuming that all intangible drilling costs had been expensed in prior 
years, and that the direct and indirect expense was that shown for each 
well in other exhibits. 

Each schedule of Exhibit 12 lists the six wells here involved and gives dollar 
amounts for each in columns bearing these headings: “Gross Income,” “Direct 
Expense,” “Indirect Expense,” “Depreciation,” “Total Expenses,” “Net Income,” 
“50% of Net Income,” 271%4% of Gross Income” and “Allowable Depletion.” 
The “Gross Income,” “Direct Expense,” “Indirect Expense,” and “Depreciation” 
for each well are taken respectively from Exhibits 5 to 10, inclusive, herein- 
before discussed. The total of the three cost items is then deducted from the 
“Gross Income” to arrive at the “Net Income.” Upon the basis of the “Net 
Income,” the “Allowable Depletion” is calculated for tax purposes, using the 
“2714% of Gross Income” or “50% of Net Income” whichever is smaller. The 
totals of the dollar amounts for the six wells reflect the “Net Income before 
Allowable Depletion,” from which is deducted the total “Allowable Depletion” 
to arrive at the “Taxable Income.” The tax computed thereon may then be 
deducted from the “Taxable Income” to arrive at the net after taxes to the 
stockholders of the hypothetical corporation. From the four schedules of Ex- 
hibit 12 may be obtained this net to stockholders for each calendar year from 
1955 to 1958, inclusive. The testimony calls attention to the fact that in the 
preparation of Exhibit 12 no salaries are reflected for Sears, the individual, or 
for the principal owner of Herrmann. Exhibit 12 and the testimony concern- 
ing it contribute nothing toward the determination of whether the 12-cent rate 
is just and reasonable. It might be commented that it makes it appear the 
9-cent rate produces an adequate return for the hypothetical stockholders. 


Testimony of Sears 


Sears testified in his own behalf at both the original and the reopened hear- 
ing. The additional testimony given by him deals generally with all of his 
operations in his gas and oil business. He owns interest in 36 gas wells, of 
which he owns 24 in their entirety. Among his holdings are the four wells 
involved in Docket No. G-—6502. In addition to the gas wells, Sears owns about 
the same number of oil wells which are located in Texas, Oklahoma and Kansas. 
Sears testified generally about his holdings in gas and oil wells but, in his 
testimony, gave no specific information concerning the wells here involved 
upon which to reach a determination of the cost of production of the gas being 
sold from them. 

Sears introduced four exhibits. Exhibit 13 purports to show the dry holes and 
non-productive wells drilled by Sears in the years 1955 to 1959, inclusive, and 
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the respective costs thereof, the total of which for said period is $472,821. The 
exhibit does not disclose the year in which the wells were respectively drilled. 
Exhibit 14 gives a list of 12 gas wells in another area of Texas which shows 
the “Rock Pressures” at the time of the completion of the wells and at the 
present time. The testimony of Sears shows that seven of the wells listed in 
Exhibit 14 are of such low pressures that they cannot deliver gas against the 
pipeline pressures. Neither Exhibit 13 nor Exhibit 14 relates in any way to 
the four wells owned by Sears which are involved in these proceedings. Sears 
testified that the only way to recover and market this gas of such low pres- 
sure would be by a gathering system which had a compression facility. Exhibit 
15 purports to show generally the cost incident to the gathering and compression 
of low pressure gas. 

Sears states certain conclusions concerning the adequacy of the price of 12 
eents per Mcf here involved. He tells of the production from his four wells 
here involved for the years 1955 and 1958. He points out that the total pro- 
duction from the four wells in 1958 “was only approximately 60 percent of 
the production in 1955.” He stated, however, that he did not know to what 
such reduction in production was attributable. He concluded that it might 
be attributable to “lowered pressures,” “lowered potentials” or to “a failure 
of the purchaser to take all of the available gas,” all three of which must be 
faced in the future as possible causes of further reductions. 

Exhibit 16 is entitled “Data as to 35 Gas Wells.” It includes information 
eoncerning the four wells owned by Sears which are here involved. For each 
well there is given the year in which it was drilled, the “Initial Potential” 
and the “1959 Potential.” No further explanation of this exhibit is given in 
the testimony of Sears. 

There are conclusionary statements made by Sears to the effect that he could 
not possibly stay in business if he were limited to a rate of return based on the 
cost to him of the gas produced from his productive wells, due to the percentage 
of dry holes and non-productive wells to be encountered in the business of 
drilling for gas and oil. 

DISCUSSION OF THE ISSUE 


Under Section 4(e) of the Act the Applicants have “the burden of proof to 
show that the increased rate or charge is just and reasonable.” The motions of 
the Staff and Denver are for the denial of the proposed increased rate and a 
dismissal of these proceedings, upon the ground that the Applicants have failed 
to sustain this burden. The Applicants have been given this second opportunity 
to present a case-in-chief which would sustain their burden; the choice of the 
evidence to be adduced was theirs under the Act. The question for decision is 
whether all of the evidence in the record—received at both the original and 
reopened hearings—establishes prima facie that the proposed rate of 12 cents 
per Mcf for the natural gas here involved is just and reasonable within the 
meaning of Section 4(a) of the Act. The Commission said in its Opinion No. 
300, 16 FPC 100, that in considering such a motion to dismiss, “all presumptions 
and inferences reasonably to be drawn from the evidence must be determined 
in favor of the respondents to the motion”, but that the evidence must be “affirm- 
ative, concrete, and persuasive” to establish a prima facie case of the lawfulness 
of the proposed increased rate. The evidence must be substantial and adequate 
to support, upon review by the Courts, a finding by the Commission that the 
proposed increased rate is just and reasonable. 

This means that there must be in this record evidence which shows affirma- 
tively, concretely and persuasively that the rate of 12 cents per Mcf for the gas 
being sold by the Applicants is a just and reasonable rate. It is absolutely 
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essential to such an affirmative finding that an accurate picture be made by the 
evidence of the dollars involved in the balancing of the dollar interests of the 
investor and the consumer. It is unimportant what formula is used in produc- 
ing this picture, just so long as it shows clearly and directly in some reasonable 
way that the profits to the producer from sales of natural gas at the proposed 
increased rate, are sufficient to sustain healthily the operation of his business 
and are not so large as to be exploitive of the consumer. 

Such a picture has not been produced by the evidence presented by the Appli- 
eants. Their proposed increased rate of 12 cents per Mcf has been used in no 
calculation offered to persuade that it is just and reasonable. There is a dis- 
cussion hereinbefore of the six exhibits which purport to contain the calcula- 
tions which determine the “Net Receipts prior to Income Taxes” from each of 
the six wells in each of the five periods. In each of these exhibits the “Gross Re- 
ceipts” are given for the particular well for each such period without giving any 
information as to what products from the well were sold, what quantities of the 
products were sold, or at what unit prices the sales were made. It was assumed 
that the unit price for the gas sold was 9 cents per Mcf but this could not be 
verified by calculation, as hereinbefore shown. 

In arriving at the claimed net profit before taxes, there is very little explana- 
tion of the costs or expenses deducted from the gross receipts, and the evidence 
as a whole in no way establishes the validity of such deductions for purposes of 
testing the rate for justness and reasonableness. The kind of “Equipment” upon 
which depreciation was taken was not disclosed in the testimony; and nothing 
in the record would show any estimate of the useful life of such equipment, upon 
which to base a rate of annual depreciation. The accountant witness “assumed” 
that the capitalized intangible drilling cost should be amortized at the same rate 
used for the depreciation of equipment. No effort was made to justify such 
action from a rate-making standpoint. The capitalization of intangible drilling 
costs has been permitted by the Commission for rate purposes but such costs 
have been required to be amortized upon some reasonable basis. Therefore, the 
depreciation and amortization methods followed cannot be accepted as showing 
proper cost deductions. 

As has been shown herein, the “Indirect Expense” and “Direct Expense” 
stand unexplained in the record. The accountant witness merely testified that 
the items of expense included in such total amounts were taken from the records 
of Sears and Herrmann, including their Federal income tax returns. The items 
comprising such totals are nowhere discussed in the record; and it is impossible 
to determine whether such items are valid deductions for rate-making purposes. 
It is not shown, in any way, whether the items of “Direct Expense” and “Indirect 
Expense” were taken from records covering the six wells separately, or whether 
they were allocated to each well respectively, from some total costs shown on 
the books of Sears and Herrmann. 

If it were assumed, however, that proper methods of depreciation and deple- 
tion were used to recover the original costs of each well, and that the other 
items of cost were entirely valid, the results of the calculations in these six 
exhibits (Exhs. 5-10) are still not persuasive that the 12-cent rate is just and 
reasonable. The net receipts for each year shown for each well on these 
exhibits for the several periods, would indicate the derivation of a profit an- 
nually on each well which would give to the owner what appears, without more 
explanation, to be an adequate return upon the investment in the well. It has 
been reasonably assumed, as heretofore shown, that the “Gross Receipts” in each 
of these exhibits were obtained at the rate of 9 cents per Mcf for gas sold, and 
there would be no reason to increase this rate by one-third when it would only 
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add more to the apparently adequate returns now being received by the Appli- 
eants upon their investments. There is certainly no evidence in the record from 
which it may be fairly concluded that the rate of 12 cents per Mcf will produce 
no more than is needed to provide a fair return on investment and an incentive 
for exploration and development. 


Income Tazes 


Each of these six exhibits gives for each of the five periods the “Net Receipts 
prior to Income Taxes.” There is nothing in the record to show what income 
taxes were paid by Herrmann for any of the four full fiscal years covered by 
the two exhibits (Exhibits 5 and 10) relating to the two Herrmann wells. The 
burden was upon Herrmann to show what income taxes were paid by the cor- 
poration if they were to be considered. The Adjusted Gross Income of Sears 
is given in Exhibit 11 for the calendar years 1955 to 1958, inclusive, as taken 
from his Form 1040 filed with the Internal Revenue Service. This information 
indicates that for 1956 and 1957 Sears paid no income taxes and that for both 
1955 and 1958 he paid less than $1,000. Exhibit 11 shows the amounts for these 
four years upon which Sears would have paid income tax if he had, for tax 
purposes, capitalized rather than expensed the intangible drilling costs incurred 
by him. This exhibit would appear to prove nothing except that the “Net 
Receipts prior to Income Taxes” shown on Exhibits 6 through 9, which cover 
the Sears wells, are truly “Net”. 

In the recent Hl Paso rate case,? the Court of Appeals for the Fifth Circuit 
settled very definitely that income tax savings effected by a producer of natural 
gas by taking deductions from gross receipts of the percentage depletion allow- 
ance and the intangible drilling costs, must be passed on to the consumer just 
as any saving in any other cost of service. If no income tax is paid by such 
producer it would certainly not be sound rate-making within the meaning of the 
Act, to require the consumer to pay, in the cost of service, some amount desig- 
nated as income tax which has been derived from pro forma or hypothetical 
calculation. The brief of the Applicants does not make clear what their conten- 
tions are concerning the information given in Exhibit 11 as it relates to rate- 
making. It certainly has no bearing upon the question of the justness and 
reasonableness of the 12-cent rate. 


Further Guidance from the Courts 


In the El Paso rate case, supra, the Court was dealing with the rates of an 
interstate pipeline which had natural gas production of its own, about which 
the opinion stated: 


So far as relates to that element of cost of service that represents the price 
at which the gas is to be delivered to the transmission lines of El Paso 
after production is completed the so-called well-mouth investment of El 
Paso may be viewed as if it were the property of an independent regulated 
producer. We dealt with such producers in the Bel Oil and associated cases, 
255 F. 2d 548, et seq. 


After such holding and while discussing “a just and reasonable rate as to the 
well-mouth properties”, the Court said: 


It is the duty of the Commission to fix a rate that represents the cost of 
service and a reasonable return on the investment, including compensation 
for consumption of the gas and an increment for incentive, instead of 
merely treating the tax savings as the amount necessary to provide for 


2 El Paso Natural Gas Company Vv. F.P.C., 281 F. 2d 567, 573. 
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return and incentive. This can be done only by making the necessary in- 
quiry directed to this issue, building up a proper record, and making find- 
ings on the amounts actually necessary to provide these items. 


If the Commission is to decide “this issue”, there must be a basis for it of 
substantial evidence. The natural gas company with the burden of proof in a 
rate case has the duty of “building up a proper record” to constitute such basis 
upon which to make “findings on the amount actually necessary to provide these 
items” of “cost of service and a reasonable return on the investment, including 
compensation for consumption of the gas and an increment for incentive.” 

There is no showing here of any cost of service which would meet rate-making 
standards. It cannot be determined from the evidence whether the “Direct 
Expense” and “Indirect Expense” constitute valid deductions upon which to 
ealeulate a reasonable net return on the investment. The record evidence shows 
no reason for compensating “for consumption of the gas” by an amortization 
of the intangible drilling costs of the six wells involved at the same rate as that 
used for depreciation of the salvageable property, Which rate itself is not shown 
to be valid. There is certainly nothing in the record upon which to make a 
determination of a fair and proper increment for incentive. It may be asserted 
definitely that there can be no finding made as to the amounts “actually neces- 
sary to provide” a fair net return to the Applicants, including an increment for 
incentive. 


In Episcopal Theological Seminary v. F.P.C., 269 F. 2d 228, 236, the Court 
said: 


What the Commission has done is to say that petitioners must make a show- 
ing as to its operations. It seems to us reasonable to make such a require- 
ment. The primary aim of the Natural Gas Act is “to protect consumers 
against exploitation at the hands of natural gas companies.” One aid to 
such an aim is to weigh the needs of the gas companies by an examination 
of its costs and profits. What better test could there be as to the reason- 
ableness of existing or proposed rates to a company than a careful analysis 
of the evidence as to its recent earnings? That is one of the elements of 
any rate-testing method. 


The Applicants have not made a proper showing as to their “operations”. The 
record provides no way to “weigh the needs” of the Applicants. The “costs 
and profits” of the Applicants are not here for “examination”, in the sense of 
a complete picture thereof, from which could be made “a careful analysis of 
the evidence as to its (their) recent earnings.” The Applicant Sears gave 
testimony concerning certain of his “needs” in his business generally; but no 
effort was made to relate this testimony to the justness and reasonableness of 
the 12-cent rate. The Commission admonished the Applicants in its order of 
September 3, 1957, which was reviewed by the Court, that it had been held in 
the City of Detroit case, supra, that “the rate-base method must be used as a 
basis of comparison and a point of departure in arriving at just and reasonable 
rates.” In the presentation of their evidence, the Applicants have given no 
picture of their “costs and profits” sufficiently complete to be classified as a valid 
“rate-testing method”, and the picture is certainly not sufficiently complete to 
serve asa “basis of comparison or point of departure.” 

From this record a determination simply cannot be made of whether the pro- 
posed increased rate of 12 cents per Mcf is just and reasonable in the sense 
of the Act. From the record evidence, the consumer and investor dollar interests 
cannot be balanced in any way that would be fair to either. 

















‘ 
‘ 
‘ 
‘ 
‘ 
3 








512 FEDERAL POWER COMMISSION 


CONCLUSION 


The Applicants have been given a second opportunity to sustain their burden 
of proof in these proceedings. The Court, which directed that they have such 
opportunity, gave “guidance” to the Applicants as to their problem in this 
respect as independent producers. In the Forest Oil case, supra, the Court 
stated that the important purpose of its opinion was to give “guidance” to the 
Commission as to “how much and what kind of additional evidence is necessary 
for the producers to carry their burden.” It told clearly that exact formulas 
and methods were unimportant, and that any evidence might be considered by 
the Commission which would “aid it to determine whether a proposed rate is 
just and reasonable to the public and is not too low to yield a fair return on 
the producer’s investment and a reasonable increment for exploration and de- 
velopment.” This language of the Court does not indicate a purpose to weaken 
the rule requiring substantial evidence to support the findings of an administra- 
tive agency. It takes nothing from the Commission rule stated, supra, that 
evidence must be “affirmative, concrete and persuasive” to establish prima facie 
that a proposed increased rate is just and reasonable. 

While it is apparent from the Forest Oil opinion that the Court does not insist 
upon any particular form or type of evidence, or upon any particular or exclu- 
sive measure of the justness and reasonableness of a rate, it is clearly inferable 
from the opinion that the “financial evidence’ must give a complete picture of 
the dollars involved in the production and sale of natural gas by him who seeks 
a higher price therefor. In determining whether or not the consuming public 
is being exploited, there must be evidence in the record to show that the pro- 
posed increased rate produces no more dollars for the producer than will meet 
the real needs for the reasonably successful operation of his production business. 
This requires a full view of the treatment of all dollars derived, or to be 
derived, from gas sales at the proposed increased rate. 

This decision is based exclusively on the record. The evidence adduced at 
the original hearing has been described in the initial decision of the Presiding 
Examiner issued April 23, 1957; and it has been considered together with the 
evidence received at the second hearing. The only evidence in the record is 
that chosen to be presented by the Applicants. For reasons hereinbefore given 
it is found that this evidence does not show “affirmatively, concretely and per- 
suasively” that the increased rate of 12 cents per Mcf is just and reasonable. 
This is true in spite of the rule requiring that “all presumptions and inferences 
reasonably to be drawn from the evidence must be determined in favor of the 
respondents to the motion.” There is no presumption or inference that un- 
explained and incomplete dollar figures constitute proper bases for the determi- 
nation that the rate is just and reasonable. 

The Applicants urge that a prima facie case has been made by their evidence 
and “that the motions to dismiss should be overruled and the proceeding con- 
tinue to completion on its merits.” Such request is specifically denied. All pro- 
posed findings, conclusions, and orders, not herein made either specifically or 
in substance, are hereby denied. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record in these proceedings, findings and 
conclusions are made in addition to the findings and conclusions hereinbefore 
stated, as follows: 

(1) The evidence in the record fails to show the increased rates and charges, 
contained in Supplement No. 3 to Sears F.P.C. Gas Rate Schedule No. 2 and 
in Supplements Nos. 3 and 4 to Herrmann’s F’.P.C. Gas Rate Schedule No. 2, to 
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be just and reasonable within the meaning of the Act, and they should be 
disallowed. 


(2) The motions of Denver and the Staff to dismiss the consolidated proceed- 


ings and disallow the increased rates and charges described in finding (1) above 
should be granted upon the ground that the Applicants have not sustained the 
burden of proof, imposed upon them by Section 4 of the Act, to show said in- 
creased rates and charges to be just and reasonable within the meaning of the 
Act. 


(3) All refunds directed to be made by the Commission order of September 
3, 1957 in these proceedings, were made under protest to Colorado by the 
Applicants who have since collected only the rate of 9 cents per Mcf under 


the rate schedules described in (1) above. 


ORDER 


WHEREFORE IT IS ORDERED, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and Pro- 
cedure, that: 

(A) The increased rates and charges contained in the supplements to rate 
schedules listed in finding (1) above are hereby disallowed. 

(B) The motion of Denver and the Staff to dismiss these consolidated pro- 
ceedings is hereby grauted and these proceedings are dismissed and terminated. 

(C) Richome Oil Company, a partnership composed of J. B. Herrmann and 
R. P. Herrmann, is hereby substituted for A. E. Herrmann Corporation as the 
Applicant in Docket No. G-6623. 

DANIEL J. KEtty, 
Presiding Examiner. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall 
and L. J. O'Connor, Jr. 


TEXACO INC., DOCKET NO. G—12244 


ORDER RESCINDING LETTER ORDER AND SETTING HEARING 
(Issued September 14, 1961) 


On August 16, 1961, Texaco Inc. (Petitioner) filed in Docket No. G—12244 a 
petition for rehearing of the letter order of the Commission issued July 17, 1961, 
26 FPC 173, which order granted temporary authority for the commencement 
of certain natural gas service pursuant to Petitioner’s application for amend- 
ment filed June 29, 1961, of its original certificate authorization, and accepted 
for filing the related rate schedule which was designated Supplement No. 5 to 
Texaco Inc. FPC Gas Rate Schedule No. 161. 

Upon consideration of the matters set forth in the aforesaid petition for re- 
hearing, it appears that formal hearing on Petitioner’s application for amend- 
ment filed June 29, 1961, should be fixed, and that, in view of Petitioner's 
apparent reluctance to commence service under the subject temporary authori- 
zation of July 17, 1961, the letter order issued July 17, 1961, in this docket 
should be rescinded pending such formal hearing. 


The Commission orders: 
(A) Formal hearing upon the application for amendment filed by Texaco Inc. 


in Docket No. G-12244 on June 29, 1961, is hereby set, such hearing to be held 
upon a date to be hereafter fixed. 


(B) Pending formal hearing set in paragraph (A) above, the Commission’s 
letter order issued July 17, 1961, in Docket No. G-12244 is hereby rescinded. 


693-488—64 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall 
and L. J. O’Connor, Jr. 


AREA RATE PROCEEDING, DOCKET NO. AR61-1; CLAUDE E. AIKMAN, 
DOCKET NO. G—18466, ET AL.; NORTH CENTRAL OIL CORPORATION 
(OPERATOR), ET AL., DOCKET NO. CI60-435, ET AL. 


ORDER MODIFYING ORDER REQUIRING FURNISHING OF DATA AND DENYING MOTIONS 


(Issued September 18, 1961) 


By our order issued herein on August 2, 1961, 26 F.P.C. 247, we required the 
respondents in these proceedings to file certain operating, cost, and statistical 
data, set forth in detail in Appendices A and B to that order. Motions for 
reconsideration have been filed with us by several respondents‘ requesting re- 
visions of our August 2 order. Representatives of certain respondents, inter- 
veners and our staff conferred on September 7, 1961, with respect to the requests 
of the respondents.’ 

Respondents have made certain suggestions for condensing the required 
data which they represent will enable them to expedite the filing of meaningful 
information without impairing its validity and usefulness. We are determined 
that these proceedings move forward with all reasonable dispatch and accord- 
ingly are ruling on the motions today, and adopting such suggestions as in our 
judgment will accomplish this purpose even though our detailed revisions of 
Appendix A are not as yet completed. Our discussion herein covers our major 
rulings so as to insure respondents’ continued progress in collecting the data. 
Revised Appendix B, prescribed herein, will be distributed to all parties as soon 
as it can be reproduced. Revised Appendix A will be prescribed and distributed 
shortly. 

Respondents request that the “detail year” 1959 be substituted for 1960 with 
respect to certain data required in Appendix B of our August 2 order. Several 
respondents contend that they have initiated the preparation of data for the 
year 1959, but all respondents presumably have initiated the collection of 1960 
data pursuant to our order of August 2. Moreover, we believe that it is impor- 
tant to collect the most recent available data so as to reflect the current natural 
gas operations of the respondents for use in establishing rates in these proceed- 
ings. Accordingly, we shall not change the requirement for use of the “detail 
year” 1960. 

We shall accept the recommendation that fiscal year figures be permitted by 
those respondents which keep their books on a fiscal year basis. Respondents 
normally keeping their books on a fiscal year basis may furnish figures on that 
basis for the fiscal year ending between April 1, 1960 and March 31, 1961, in lieu 
of the calendar year 1960, in completing Appendices A and B. 


1 Gulf Oil Corporation ; Humble Oil & Refining Company; Pan American Petroleum Cor- 
poration; Placid Ofl1 Company; The Superior Oil Company; Texaco Inc. and Texaco Sea- 
board Inc.; Austral Oil Co., Inc.; The Atlantic Refining Company ; Murphy Corporation ; 
Sinclair Oil & Gas Company; Estate of Sid W. Richardson, d/b/a Richardson & Bass: 
Tidewater Oil Company and Getty Oil Company; Forest Oil Corporation ; Amerada Petro- 
leum Corporation : Continental Oil Company ; Sun Oil Company ; Hunt Oil Company, et al. 
and Blanco Oil Co. A number of these motions have been designated as applications for 
rehearing. Since, under Section 19(a) of the Natural Gas Act and Section 1.34 of our 
Rules of Practice and Procedure, procedural orders of this nature are not subject to an 
application for rehearing, we have considered all of such motions as motions for reconsid- 
eration. We have received a number of letters protesting various requirements of the 
August 2 order and have also considered such protest letters in our determinations herein. 

2 The transcript of this conference was made available to us and to the parties. 
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We shall also accept the recommendation that data with respect to gas 
gathering, residue gas return systems and gas processing be reported in appen- 
dix B on a 100% cost basis as incurred by the operator rather than the fractional 
interest costs of each of the joint interest owners of processing plants. 

Another suggestion we accept for Appendix B is the simplification of volume 
and cost data pertaining to the disposition of gas production which is handled 
in gas systems and processed through gasoline plants. 

Pursuant to the requests of the respondents, we shall not require detailed 
exploration data for the Permian Basin area but shall confine such data in 
Appendix B to company-wide data in the continental United States. 

A number of the requests have been directed to the gas reserve data required 
by Appendix A to our August 2 order. Respondents represent that they plan 
to introduce evidence at the October hearing with respect to the gas reserves in 
the Permian Basin area and they believe that such evidence may obviate the 
need for the collection of such data by us. Accordingly, we will withhold deci- 
sion on the possible modification of Appendix A in this respect until after such 
evidence is introduced in the record at the hearing now scheduled to commence 
on October 11, 1961. We should note, however, that we deem it essential to ob- 
tain comprehensive information as to the gas reserves in the Permian Basin 
area, though not necessarily furnished by each producer. 

We are modifying the reporting requirements in Appendix A of our order 
of August 2 regarding the production and disposition of gas to permit the re 
porting of estimated gas volumes (in accordance with the methods of reporting 
to the Census of Mineral Industries), in the instances where the producer has 
not metered or recorded the gas volumes requested. 

Respondents have requested that we require additional detail data in Appendix 
A for a series of years as to net footage of wells drilled and as to drilling and 
equipping costs. We shall grant this request insofar as it will provide meaning- 
ful data. 

Numerous requests have been received for extension of time in which to 
file the completed Appendices A and B. In view of our proposed modifications to 
Appendix A, we will stay the requirement for filing that appendix pending our 
further order. In view of our simplification of Appendix B and the expressed 
desire of all parties to expedite this proceeding, we can find no justification for 
extending the December 29, 1961 reporting date for that Appendix. 

All of the comments, suggestions and recommendations in the motions appli- 
cable to Appendix B have been considered by us. Those requests which we 
have not discussed herein, and which are not reflected in the revised Appendix 
B, are denied. 

It appears from certain of the requests before us that confusion has arisen 
as to the requirement for furnishing copies of the data required by Appendices 
A and B. Three copies of each of these Appendices are to be furnished to the 
Commission. Copies are not required to be served on any of the parties. 

Motions were filed on August 23, 1961, and August 25, 1961, by Columbian 
Carbon Company and Coltexo Corporation, respectively, requesting dismissal 
of the proceedings as to those respondents on the basis that their only rate 
schedule concerns the sale of gas from a gasoline plant in which they are not 
the operator. The rates for these sales are among the issues which are the 
subject of these proceedings and therefore Columbian Carbon and Coltexo are 
properly respondents. Moreover, in view of the changes which we are pre- 
seribing with respect to Appendix B, the appropriate reporting of cost data 
with respect to these respondents presumably will be made by the operator of 
the plant. 
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We also have before us a motion filed September 7, 1961, by Neville G. Pen- 
rose, Ine., and J. M. Zachary, requesting that they be dismissed from the above 
proceeding. In view of the fact that the movants make jurisdictional sales of 
natural gas in the Permian Basin they are properly respondents in this proceed- 
ing and their motion to dismiss the proceedings as to them should be denied. 


The Commission further finds: 


(1) It is necessary and appropriate in the public interest, and to aid in the 
enforcement of the provisions of the Natural Gas Act that Appendix B of our 
order issued August 2, 1961, be revised as hereinafter ordered. 

(2) Except as herein granted the motions for reconsideration of our order 
of August 2, 1961, should be denied insofar as they pertain to Appendix B. 


The Commission orders: 


(A) Revised Appendix B is hereby prescribed and substituted for Appendix 
B to our order of August 2, 1961. The Secretary shall serve such revised 
Appendix as soon as available. 

(B) Except to the extent herein granted, the motions for reconsideration 
of our order of August 2, 1961, are hereby denied insofar as they pertain to 
Appendix B. 

(C) The requirement for filing Appendix A is stayed pending further order 
of the Commission. 

(D) Except as modified herein, the provisions of our order of August 2, 1961, 
shall remain in full force and effect. 

(E) The motions filed by Columbian Carbon Company, Coltexo Corporation 
and Neville G. Penrose, Inc., and J. M. Zachary, filed on August 23 and 25, 
and September 7, 1961, respectively, are hereby denied. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and L. J. O’Connor, Jr. 


ROBERT B. PRENTICE (OPERATOR), ET AL., DOCKET NO. G—19475 
ORDER DENYING APPLICATION FOR REHEARING 
(Issued September 18, 1961) 


On May 11, 1961, Robert B. Prentice (Operator), et al. (Prentice) filed a 
petition for rehearing of the Commission’s order issued herein on April 20, 
1961, and, upon rehearing, the granting to Prentice of the relief sought by its 
tender of November 21, 1960, and denied by said order of April 20, 1961, 25 
FPC 757. 

After repeating the facts and contentions previously considered and denied 
in the aforementioned order, Prentice states that by “its denial the Commission 
would require Prentice to collect his increased rate subject to possible refunds 
instead of availing himself of his right under Section 4(c) of the Natural Gas 
Act to defer collection until final determination in the proceedings. It is because 
of this denial that Prentice applies for rehearing of the order of April 20, 1961.” 

It is apparent that Prentice interprets the holding in the Associated case’ 
to provide that, as to a specific rate schedule, Prentice has a right to charge a 
rate different from the currently effective rate for the particular sale of natural 
gas covered by that specific rate schedule. We do not believe the Associated 


1 Associated Oil and Gas Company Vv. F.P.C., 280 F. 2d 531 (C.A. 5, July 12, 1960). 
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ease so holds, since it is established law that there may be only one rate or 
charge in effect at one time for a particular sale or service.’ 


The Commission finds: 


The assignments of error and grounds for rehearing set forth in the applica- 


tion for rehearing filed herein on May 11, 1961 by Prentice set forth no new 
facts or principles of law which were not fully considered by the Commission 
when it issued its order of April 20, 1961, or which, having now been considered, 
warrant any change in or modification of the said order. 
The Commission orders: 

The application for rehearing of the Commission’s order issued April 20, 
1961, filed herein by Prentice on May 11, 1961, is hereby denied. 


Commissioner Kuykendall dissenting, filed a separate statement. Commis- 
sioner O’Connor not participating. 


KUYKENDALL, Commissioner, dissenting: 


I dissent, and would grant rehearing. The applicant is only attempting to do 
what he clearly has the right to do, under the authority of Associated Oil and 
Gas Company v. F.P.C., 280 F 2d 531 (CA5, 1960). Furthermore, I am now of 
the opinion that we were in error in adopting Section (a) of Order No. 230, 
Docket No. R-193, 24 FPC 1058, (25 F.R. 12653, December 10, 1960), for the 
reason that it likewise contravenes the Associated case, supra. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall 
and L. J. O’Connor, Jr. 


ASSOCIATED OIL & GAS CO., DOCKET NO. G-19652; RAND MORGAN, 
DOCKET NO. G—19879 


ORDER DENYING MOTIONS TO TERMINATE PROCEEDINGS 
(Issued September 18, 1961) 


On July 31, 1961, Associated Oil & Gas Co. (Associated) filed a motion to 
terminate the suspension proceeding in Docket No. G—19652 for the sale of gas 
to Tennessee Gas Transmission Company (Tennessee) from the Farenthold 
Field in Nueces and Jim Wells Counties, Texas (Railroad District No. 4). 
In this proceeding, Associated had tendered for filing Supplement No. 5 to its 
FPC Gas Rate Schedule No. 3 which provides for an increased rate of 14.S7589¢ 
per Mcf. 

On July 3, 1961, Rand Morgan (Morgan) filed a motion to terminate the 
suspension proceeding in Docket No. G—19879 for the sale of gas to Associated 
from the Farenthold Field in Nueces and Jim Wells Counties, Texas (Railroad 
Commission District No. 4). In this proceeding, Rand had tendered for filing 
Supplement No. 4 to its FPC Gas Rate Schedule No. 1 which provides for an 
increased rate of 13.87589¢ per Mcf. 

Associated buys the gas from Morgan and, after gathering, resells the gas 
to Tennessee Gas. Associated is contractually obligated to pay Morgan a 


2Cf. Montana-Dakota Utilities Company v. Northwestern Public Service Company, 341 
U.S. 246, and Hope Natural Gas Company vy. F.P.C., 134 F. 2d 287. 
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price which is 1.0¢ per Mcf below the price Associated receives from Tennessee 
Gas. 

Morgan bases his request for termination of the proceeding in Docket No. 
G-—19879 on the fact that his 13.87589¢ per Mcf increased rate does not exceed 
the 14.0¢ per Mcf area price level for Texas District No. 4 as set forth in the 
Commission’s Statement of General Policy No. 61-1. Associated opposes ter- 
minaton of Morgan’s suspension proceeding in Docket No. G-—19879 unless 
Associated’s proceeding in Docket No. G—19652 is terminated simultaneously 
therewith. 

Associated’s increased rate of 14.87589¢ per Mcf is for undehydrated gas, 
the total rate being 15.09520¢ per Mcf subject to a 0.21931¢ deduction for 
dehydration by the buyer. Such increased rate of Associated exceeds the 
applicable area price level of 14.0¢ per Mcf as set forth in the Statement of 
General Policy No. 61-1. Accordingly, Associated’s request for termination of 
the proceeding in Docket No. G-19652 should be denied. Since Morgan’s rate 
is directly related to Associated’s resale rate, Morgan’s request for termination 
of the proceeding in Docket No. G-19879 should also be denied. 


The Commission finds: 


For the reasons hereinabove stated, Associated’s motion to terminate the 
proceeding in Docket No. G—19652, and Morgan’s motion to terminate the pro- 
ceeding in Docket No. G-—19879 should be denied. 


The Commission orders: 


Associated and Morgan’s motions to terminate, respectively, the proceedings 
in Docket Nos. G—19652 and G—19879 are hereby denied. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and L. J. O’Connor, Jr. 


TEXAS NATIONAL PETROLEUM COMPANY, DOCKET NO. RI61-26 
ORDER TO SHOW CAUSE 
(Issued September 18, 1961) 


On June 30, 1960, Texas National Petroleum Company (Texas National) filed 
a renegotiated rate increase to its FPC Gas Rate Schedule No. 9, covering gas 
produced in Spraberry Field, Midland County, Texas, and sold to El Paso 
Natural Gas Company. Texas National’s tender proposing to increase the level 
of rate from 11.1056¢ to 17.2295¢ per Mcf, was designated as Supplement No. 28 
to the aforementioned rate schedule, and by order issued August 2, 1960, in this 
proceeding was suspended until January 5, 1961, and thereafter until made 
effective in the manner prescribed by the Natural Gas Act. 

On December 6, 1960, Texas Natural submitted a motion pursuant to Section 4 
of the Natural Gas Act requesting that said rate of 17.2295¢ per Mcf be declared 
effective as of January 5, 1961. By Notice issued January 3, 1961, the Com- 
mission declared the 17.2295¢ rate effective as of January 5, 1961, subject to fur- 
ther orders of the Commission in this proceeding, required that the 17.2295¢ 
rate be charged and collected from and after January 5, 1961, and directed 
that Texas National execute and file an agreement and undertaking to assure 
refunds should such be found necessary in this proceeding. 

By letter dated January 18, 1961, filed January 23, 1961, Texas National 
informed the Commission that the aforementioned Notice issued January 3, 
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1961, “recognizes the effective date of January 5, 1961, requires the new rate to 
be charged and collected beginning January 5, 1961, and requires Texas Na- 
tional to execute an agreement and undertaking” * * * but “Texas National 
does not wish the risk of having to pay 7% interest on any part of the increased 
rate * * * which eventually might be found by the Commission not to be jus- 
tified. Therefore, pursuant to the authority of Section 4(e) of the Natural 
Gas Act and Associated Oil and Gas Company v. Federal Power Commission, 
(5th Cir. 1960), 280 F. 2d 531, Texas National will forego the collection of the 
rate made effective January 5, 1961, until the increase or some part thereof has 
been found to be justified. When the increase, or a portion thereof, has been 
found to be justified, Texas National will collect the difference between the 
present rate and the increased rate from January 5, 1961, to the date the in- 
creased rate, or a portion thereof, is justified, and will thereafter collect the 
amount found justified. Because of this decision on its part, Texas National 
will not file an Agreement and Undertaking. If it should hereafter decide to 
collect the increased rate before such rate is found justified, Texas National 
will file a bond or Agreement and Undertaking, whichever is required by the 
Commission.” 

Section 4(c) of the Natural Gas Act provides that “every natural-gas company 
shall file * * * and keep open * * * for public inspection, schedules showing all 
rates and charges * * *,” and Section 4(d) provides that “unless the Com- 
mission otherwise orders, no change shall be made * * * in any such rate, 
charge, classification, or service, * * * except by thirty days’ notice to the 
Commission and to the public. Such notice shall be given by filing with the 
Commission and keeping open for public inspection new schedules stating plainly 
the change or changes to be made in the schedule or schedules then in 
force * * *” Here, Texas National, by letter proposes to change the level of 
the rate which it intends to charge while the Act requires that any change to 
a rate or charge may only be made by filing a “new schedule.” 

Also, it should be noted that Section 154.102(b) of the Commission’s Regu- 
lations further provides that “Unless otherwise ordered by the Commission, 
increased rates * * * shall be charged * * *” and in addition, it should be 
noted that the Notice issued January 3, 1961 requiring that the “effective 
rate * * * shall be charged and collected” for all gas delivered on and after 
January 5, 1961. The action proposed by Texas National, therefore, would ap- 
pear to be contrary to that required by the Natural Gas Act, the Commission’s 
Regulations and the aforementioned Notice issued January 3, 1961. 

In view of the foregoing, it is necessary and appropriate for the purposes of 
administering the Natural Gas Act that Texas National show cause, if there be 
any, for its past and continuing non-compliance with the Natural Gas Act, and 
the Commission’s Regulations; all in the manner hereinafter provided. 


The Commission orders: 


Texas National shall show cause, if there be any, under oath and in writing, 
within thirty days from the issuance of this order, why the Commission should 
not find and determine: 

(A) That Texas National is charging and collecting rates in violation of the 
Natural Gas Act and the Commission’s Regulations thereunder ; 

(B) That this action by Texas National is a willful and knowing violation of 
the Natural Gas Act and the Regulations thereunder ; 
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(C) That Texas National be required to collect the only legally effective rate 
from and after January 5, 1961, and report the facts therewith consistent with 
the Natural Gas Act and the Commission’s Regulations thereunder. 

Commissioner Kuykendall dissenting, filed a separate statement. Commis- 
sioner O’Connor not participating. 


KUYKENDALL, Commissioner, dissenting: 

I dissent for the reasons given in my statement dissenting from the action of 
the majority in adopting the order denying application for rehearing (issued 
this day) in the matter of Robert B. Prentice (Operator), et al., Docket No. 
G-19475. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall 
and L. J. O’Connor, Jr. 


CITY OF SEATTLE, WASHINGTON, PROJECT NO. 553 
ORDER APPROVING REVISED EXHIBIT L DRAWINGS 
(Issued September 18, 1961) 


On June 5, 1961, the City of Seattle, licensee for major Project No. 553, filed 
for Commission approval revised Exhibit L drawings for the Gorge High dam 
to show the project structures as constructed. 

The revised drawings show that the project structures were constructed sub- 
stantially as shown on Exhibit L drawings now part of the license. 

The Chief of Engineers, Department of the Army, has approved the plans 
insofar as the interests of navigation are concerned. 


The Commission finds: 


The following described revised Exhibit L drawings conform to the Com- 
mission’s rules and regulations and should be approved as part of the license 
for the project and the Exhibit L drawings, now part of the license, and here- 
inafter described as being superseded, should be eliminated from the license—all 
as hereinafter provided: 

Exhibit L, Sheet G-15A, Dwg. No. D-18506A (FPC No. 553-191) entitled 
“Plan, Elevation, and Sections,” superseding Exhibit L (FPC No. 553-190), 

Exhibit L, Sheet G-16A, Dwg. No. D-18507A (FPC No. 553-192) entitled 
“Galleries, Shafts, Foundation Grouting, and Drainage,” superseding Exhibit L 
(FPC No. 553-176) ; Sheet G-18A, Dwg. No. D-18514A (FPC No. 553-193) en- 
titled “Spillway 47’ x 50.32’ Fixed Wheel Gates and Hoists,” superseding 
Pxhibit L (FPC No. 553-178), and Sheet G-19A, Dwg. No. D-18519A (FPC No. 
553-194) entitled “Alignment and Typical Details for Intake Tunnel,” super- 
seding Exhibit L (FPC No. 553-179). 


The Commission orders: 
The revised Exhibit L drawings described in the above finding as conforming 
to the Commission's rules and regulations are approved as part of the license 


for Project No. 553, and the Exhibit L drawings described in the same finding 
as being superseded are eliminated from the license for the project. 
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[LETTER-ORDER GRANTING TEMPORARY AUTHORIZATION]* 


SEPTEMBER 21, 1961. 
Docket No. G-15791 AIRMAIL 
Sun Oil Co. 
Sun Om CoMPANY 
P.O. Box 2880, 
Dallas 21, Tex. 
(Attention: Mr. R. L. Sullivan). 


GENTLEMEN: Temporary authorization is hereby granted to Sun Oil Company 
to sell natural gas for resale in interstate commerce to Transwestern Pipeline 
Company from the additional acreage as described in the petition filed July 12, 
1961, in Docket No. G—15791, subject to the following conditions: 

(1) That the rate therefor shall not exceed 17.0 cents per Mcf at 14.65 psia, 
such rate to be effective until a different prospective rate is established in the 
proceeding, Docket No. G-15791. 

(2) Written acceptance of this authorization by a responsible official of your 
company within 20 days of the date hereof. 

The related rate filing will be considered accepted for filing to be effective on 
the date of initial delivery, subject to the provisions of Sections 154.94(c) and 
154.101 of the Commission’s regulations under the Natural Gas Act, upon com- 
pliance with the above conditions. 

This filing has been designated as follows: 


Description Designation 
Letter Agreement 7-3-61__....._.__-- Supplement No. 12 to Sun Oil Company 
FPC Gas Rate Schedule No. 122 


Please advise the Commission of the date of commencement of deliveries under 
such supplement, making reference in your communication to the supplement as 
designated above. 

Further, in the event that any document comprising the listed rate filing was 
executed on or after April 3, 1961 and contains provisions, either therein or by 
adoption of the terms and provisions of other agreements, for a change in rate 
other than those permitted by Section 154.93 of the Commission’s Regulations, 
such rate change provisions shall be inoperative and of no effect at law and any 
tendered rate change under such provisions will be rejected. 

This authorization and the acceptance of the above supplement are without 
prejudice to such final disposition of the petition to amend the order issuing 
certificate as the record may require. Furthermore, once service is commenced 
under this authorization it may not be discontinued without permission of the 
Commission issued pursuant to the provisions of the Natural Gas Act. 


sy direction of the Commission. 


*Rehearing denied November 22, 1961, 26 FPC 754. F.P.C. motion to dismiss granted, 
504 F. 2d 2983 (CA5, 1962) cert. denied, 371 U.S. 861 (1962). 
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Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
CP61-194; NEW YORK STATE NATURAL GAS CORPORATION, DOCKET 
NO. CP61-198; TOWN OF LIBERTY, MISSISSIPPI, DOCKET NO. CP61- 
208; THE WIND GAP DIVISION OF BANGOR GAS COMPANY, DOCKET 
NO. CP61-222; THE HUGHESVILLE DIVISION OF JERSEY SHORE GAS 
& HEATING COMPANY, DOCKET NO. CP6i-223; NEW YORK STATE 
NATURAL GAS CORPORATION, DOCKET NO. CP61-237; TEXAS EAST- 
ERN TRANSMISSION CORPORATION, DOCKET NO. CP61-238; NEW 
YORK STATE NATURAL GAS CORPORATION, DOCKET NO. CP61-238 ; 
TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
CP61-238. 


ORDER ON MOTION FOR CLARIFICATION AND APPLICATION FOR SUBPOENA DUCES TECUM 


(Issued September 21, 1961) 


This order is upon (1) a motion filed by Transco’ on August 18, 1961 for 
clarification of the Commission’s order issued June 28, 1961, granting interven- 
tion to Tennessee; and an answer thereto filed by Tennessee* on September 
1, 1961; and (2) an application for a subpoena duces tecum filed by Tennessee 
on September 1, 1961 together with a response thereto filed by Transco on 
September 8, 1961. 

Transco’s motion seeks clarification of the Commission’s order issued June 
28, 1961 which permitted Tennessee to intervene herein. Tennessee’s petition 
to inervene included a request for consolidation of Docket Nos. CP61-194, 198, 
237 and 238. The Commission’s order of June 28, 1961 permitted Tennessee to 
intervene in each of these four dockets without passing upon Tennessee’s request 
for consolidation. Subsequently, by notice issued on July 19, 1961, these four 
dockets were consolidated for purposes of hearing along with three additional 
dockets shown in the caption hereof. In its motion, Transco recognizes and 
expressly states that the Commission’s order permitted Tennessee to intervene 
“in each” of the four proceedings. 

The allegations set forth in Tennessee’s petition to intervene are adequate for 
the purpose of permitting its participation in these proceedings as an Inter- 
vener. Upon a review of all of the matters involved, it is concluded that the 
order of June 28, 1961 is not ambiguous or otherwise in need of clarification. 
Accordingly, Transco’s motion for clarification will be denied. 

Tennessee’s application is for a subpoena duces tecum compelling E. Clyde 
McGraw, President of Transco, to furnish to Tennessee certain specified infor- 
mation prior to the scheduled hearing in these proceedings or, in the alternative 
and prior to said hearing, to make available for examination in the offices of 
Transco at Houston, Texas, by Tennessee and its representatives, the books, 
records, memoranda and other documents of Transco from which said specified 
information may be obtained, assembled and compiled. This application was 
filed as a result of a refusal by Transco to supply or make said information 
available to Tennessee. The request and refusal were made by way of letters 
between these participants and copies thereof are attached as Exhibits A and 
B to Tennessee’s application for a subpoena. The specified information as now 
sought by Tennessee is set forth in Exhibit C to said application for subpoena. 


1 Transcontinental Gas Pipe Line Corporation. 
2 Tennessee Gas Transmission Company. 
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The specifications set forth in said Exhibit C are not identical with those set 
forth in Exhibit A which is a copy of the original Tennessee letter request to 
Transco. The information sought by Tennessee as set forth in Exhibit C to its 
application for subpoena is relevant and material to the present proceedings 
and should be supplied or made available to Tennessee. If said information is 
not supplied or made available then a subpoena duces tecum will be issued di- 
recting the production of the same. 


The Commission finds: 


(1) Transco’s motion for clarification should be denied as hereinafter ordered. 

(2) The information set forth in Exhibit C to Tennessee’s applications for a 
subpoena duces tecum is relevant and material to the present proceedings and 
should be supplied or made available to Tennessee. Failure to supply or make 
available said information will result in the issuance of a subpoena duces tecum 
directing the production of the same. 


The Commission orders: 


(A) Transco’s motion for clarification be denied. 

(B) The information set forth in Exhibit C to Tennessee’s application for a 
subpoena duces tecum be supplied or made available in accordance with this 
order. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. CP61-132 


ORDER DENYING INTERVENTION 
(Issued September 22, 1961) 


On September 11, 1961, Minnesota Power & Light Company (Petitioner), a 
public utility engaged in the generation, distribution and sale of electric energy 
in the State of Minnesota, filed a petition for leave to intervene herein. 

As grounds for said petition, said petitioner alleges that it purchases natural 
gas from the City of Duluth, Minnesota, under a contract dated August 23, 1960, 
for use in its steam generating plant located at Duluth, known as its M. L. 
Hibbard Steam Electric Station. Said contract provides for interruptible gas 
sales to petitioner in volumes up to an estimated maximum of 19,000 Mcf per 
day. The City of Duluth purchases natural gas from Northern Natural Gas 
Company (Northern), the applicant in the above-docketed proceeding. 

Petitioner alleges that inasmuch as its contract with the City of Duluth pro- 
vides for payment on a volumetric basis, a reduction in the Btu content of the 
gas, which will result from the operation of the hydrocarbon extraction plant as 
proposed herein, will substantially increase petitioner’s cost of gas under the 
provisions of said contract. Petitioner further alleges that the City of Duluth 
has advised petitioner that it will not commit itself to adjust the rates stated 
in said contract of August 23, 1960, to reflect said adjustment in Btu content of 
the gas and will not pass on to petitioner the full amount of any rate reduction 
which the City of Duluth may receive as a result of the operation of the Bushton 
plant. For this reason, petitioner says it has an interest in this proceeding. 
Petitioner also states that the cost of gas at its M. L. Hibbard Steam Electric 
station affects the cost of electric power which petitioner supplies to approxi- 
mately 79,612 customers in central and northern Minnesota, including approxi- 
mately 33,862 customers in the City of Duluth. 
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Petitioner states that its petition is filed late because it was not until Friday, 
September 8, 1961, that petitioner was advised by the City of Duluth that said 
city would not commit itself to grant petitioner a rate adjustment to reflect 
the reduction in Btu content of the gas and has refused to agree to allow to 
petitioner the full amount of any rate reduction received by the City of Duluth. 

The petition herein alleges facts which show a contractual relationship 
between petitioner and the City of Duluth which is an intrastate matter involv- 
ing intrastate rates, over which this Commission does not have jurisdiction. 

In addition, the petition was filed out of time. Notice of Northern’s appli- 
cation was published in the Federal Register on April 29, 1961 (26 F.R. 3760) 
and petitioner has not shown that with due diligence it could not have known 
the contents of such application and the full import and effect of Northern’s 


application and its possible impact upon the rates charged by Northern to the 
City of Duluth. 


The Commission finds: 


(1) Petitioner has not shown that it has an interest in this proceeding of such 
a nature that its participation is or may be in the public interest. 

(2) The petition was filed out of time and no good cause has been shown to 
permit the late filing. 


The Commission orders: 


The petition of Minnesota Power & Light Company for leave to intervene 
herein be and the same is hereby denied. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and L. J. O’Connor, Jr. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-2306; 
MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NO. G-2327; 
AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-—10396 ; 
PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. G-11061; 
TRUNKLINE GAS COMPANY, DOCKET NO. CP60-22(PHASE TWO); 
PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. CP60-40; 
PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. CP60-60; 
PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. CP60-126 ; 
VILLAGE OF TREMONT, ILLINOIS, DOCKET NO. CP61-8; PANHANDLE 
BASTERN PIPE LINE COMPANY, DOCKET NO. CP61-36; CITIZENS 
GAS COMPANY, DOCKET NO. CP61-54; CITY OF LaCYGNE, KANSAS, 
DOCKET NO. CP61-68 ; CENTRAL ILLINOIS LIGHT COMPANY, DOCKET 
NO. CP61-114; CENTRAL ILLINOIS LIGHT COMPANY, DOCKET NO. 
CP61-115; PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. 
CP61-136; ILLINOIS POWER COMPANY, DOCKET NO. CP61-160; CITI- 
ZENS GAS COMPANY, DOCKET NO. CP61-191; CITIZENS GAS COMPANY, 
DOCKET NO. CP61-192 


ORDER GRANTING RECONSIDERATION IN PART AND DIRECTING ALLOCATION DURING 
PERIOD OF SERVICE UNDER TEMPORARY AUTHORIZATIONS 


(Issued September 22, 1961) 


On August 23, 1961, Trunkline Gas Company (Trunkline) and Panhandle 
Eastern Pipe Line Company (Panhandle), hereinafter jointly called Applicants, 
filed a joint application for reconsideration of the Commission order of July 28, 
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1961, 26 FPC 206, which granted Applicants temporary authorizations to con- 
struct and operate certain transmission facilities which would increase their 
capacity by 125,000 Mef per day and authorized them to sell this quantity of gas 
to existing resale customers in a manner which would be in accordance with 
a plan of allocation to be submitted by Applicants. In the July 28, 1961 order, 
the Commission denied the plan of allocation initially presented by Applicants, 
specified the manner in which the sales volumes were to be allocated to the 
resale customers and directed Applicants to submit such an allocation plan. 

The July 28th order reserved 8,000 Mcf per day of the expanded capacity for 
possible service to new communities listed in order and directed that interim 
service of this 8,000 Mcf per day should be given to Michigan Consolidated Gas 
Company (Michigan Consolidated), pending final disposition of the requests 
for the proposed new service. No additional gas was to be allocated to the 
Ohio Fuel Gas Company (Ohio Fuel) under its limited service contract. Ohio 
Fuel filed a motion for reconsideration of the Commission’s order on August 24, 
1961, and on August 28, 1961, Consumers Power Company (Consumers) filed 
an application for rehearing of the July 28, 1961 order. Responses to the joint 
application for reconsideration were submitted by various customer companies, 
State Commissions, and Michigan Consolidated. Most parties urged the adoption 
of Panhandle’s revised distribution proposal. 

Michigan Consolidated opposed such proposal and itself proposed an allocation 
plan which would allocate gas to twelve distribution companies having a space- 
heating saturation of less than 70%. Those companies having a saturation 
in excess of 70% would receive no increase in gas supply from Applicants as 
a result of the temporary authorizations. 

Pursuant to the Commission order of July 28, 1961, Applicants have submitted 
two revised allocation plans. By the first they would allocate to Consumers its 
full contracted increased volume of 25,000 Mcf per day (from Trunkline) ; by 
the second they would consider Consumers’ spaceheating saturation and would 
allocate 24,000 Mcf per day to Consumers with the remaining 1,000 Mcf per day 
to be reallocated to other Panhandle customers. 

Applicants assert that their original allocation plan should be adopted. In 
the alternative they assert that their first revised allocation plan should be 
approved. And, finally, in the event that those plans are rejected, they recom- 
mend the adoption of the second revised allocation plan. For the reasons we 
hereinafter set forth we shall adopt, on a temporary basis, the second revised 
allocation plan for the winter heating season, but will set forth a different 
allocation to the customers for the non-winter months, as set forth in Appendix 
A attached hereto. 

Applicants seek reconsideration of the conditioned temporary authorizations 
which have been issued for these other reasons: (1) It is improper to reserve 
8,000 Mcf per day for possible service to Section 7(a) applicants and inter- 
veners seeking new service; (2) Michigan Consolidated is not entitled to the 
8,000 Mcf per day thus reserved on a temporary or interim basis and Applicants 
would not construct new winter capacity for use by Michigan Consolidated in 
any event; (3) Such reserved capacity should be allocated to Ohio Fuel because 
it “has a real need for the gas” * whereas Michigan Consolidated “has no com- 
parable need’; and (4) the Commission’s allocation of off-peak capacity to 
Michigan Consolidated is improper and disposition of such capacity should be 
deferred. For the reasons which we hereinafter set forth we shall deny re 
consideration of our July 28, 1961 order on these bases. 


1In its motion for reconsideration, Ohio Fuel substantially concurred with Panhandle on 
this point. 
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We have considered Applicants’ joint application for reconsideration and the 
various responses filed by their customer companies and Michigan Consolidated 
and the statements filed by certain State Commissions concerning the temporary 
authorizations and the proposed allocation plans. Each of the distribution 
companies which has responded has agreed to take the amounts of gas set forth 
in Applicants’ distribution plan, even though additional amounts are allegedly 
needed by virtually all customer companies at this time. 

In our July 28, 1961 order we rejected Panhandle’s initial plan of allocation 
and ordered that a new plan be submitted which would more closely reflect the 
proportional needs of the various distribution companies. We found that the use 
of the comparative spaceheating saturation of the various companies is appro- 
priate as one method to measure these proportional needs for this temporary 
allocation. However, by so finding, we did not mean to indicate that space- 
heating saturation was necessarily the only criterion which is available to deter- 
mine the requirements of the customer companies or their ability to take and 
use gas in their systems. To some extent the amount of gas for which a company 
is willing to contract is an indication of its ability to receive and use gas on its 
system. However, the contract, per se, does not in every instance represent 
that the most beneficial use will be made of the gas involved. In this case, in 
view of the alleged vital need therefor, we are most concerned to assure that the 
gas which is made available by these temporarily authorized expansions should 
be used primarily for domestic and commercial consumption. It should go, 
insofar as possible for residential and commercial spaceheating and such other 
uses as necessarily and regularly accompany this use of gas. 

The second plan of distribution presented by Applicants takes into considera- 
tion both the actual spaceheating saturation of their customer companies on 
January 1, 1961, and the increase of supplies contracted for between each 
customer and Panhandle, as well as between Consumers and Trunkline. The 
plan which Panhandle has labeled “Schedule 2—-A and 2-B” grants Consumers 
24,000 Mcf of the 25,000 Mcf per day of gas contracted for. It reflects, however, 
the application of a spaceheating saturation factor to the contracted quantity, 
whereas Applicants’ first alternative plan, “Schedule 1—-A and 1-—B”, does not 
apply any spaceheating saturation factor to the contract quantity. That plan 
thereby ignores the principles which we have set forth in our initial order. We 
have previously found that the original plan of allocation filed by Applicants 
does not serve the public interest. For the reasons set forth in the July 28 
order we adhere to our prior determination. We shall, therefore, adopt for the 
winter heating season the second alternative plan which Panhandle has sub- 
mitted as most closely meeting the requirements which we set forth in our 
July 28, 1961 order and thereby serving the public interest. 

We note, however, that as a result of the application of the formula which 
Applicants have employed in their plan of allocation, Panhandle’s small general 
service customers will receive an extremely small share in the total gas supply 
which will become available. In fact, of the contracted increase for the small 
general service customers of 1,600 Mcf per day, Applicants would allocate to 
them only 1,262 Mcf per day, a difference of 338 Mcf per day.* Several of the 
small general service customers have complained that the Panhandle plan of 
allocation would overly restrict their ability to attach customers, in that they 
would be allocated as little as 25 Mcf per day. It has been our experience that 
these customer companies usually would use any increase in gas supply to attach 


2 Under the small general service rate schedule in the tariff, there are no specific nomina- 


tions for the summer months and the customer company may demand the service agreement 
volume any day of the year. 
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spaceheating loads. This fact is indicated by the relatively high spaceheating 
saturation which presently is possessed by these companies. We feel that the 
expansion which Panhandle will undertake at this time should make available on 
any given day the quantity of gas which may be required by these small general 
service customers and we shall therefore order that Panhandle deliver to these 
companies the contracted quantities, as set forth by Applicants in their applica- 
tion for reconsideration. The allocation to these customers will also be set 
forth in Appendix A hereto. 

In the July 28 order while we indicated that it is to be expected that there 
would be a concomitant increase in non-winter usage of gas when there is in- 
creased winter usage, we assumed that the quantity required for each month of 
the non-winter period would be reflected by contractual increases consistent 
with the increase in winter quantities. During the pendency of these temporary 
authorizations, and until we reach a final decision upon all of the issues involved, 
we must insure that the gas which is made available by the expansions is em- 
ployed for the superior purposes we have earlier set forth. We cannot determine 
conclusively from the information now at hand what the precise requirements of 
the various customer companies may be for gas during the non-winter months. 
We feel, however, that any increase in non-winter quantities of gas should 
be allocated primarily to those residential and commercial users who have at- 
tached heating loads as a result of the additional gas which will be made avail- 
able through the increase of winter gas from the construction of the facilities 
authorized in our initial order authorizing the temporary authorizations. We 
eannot, therefore, accept the non-winter allocation which has been presented by 
Panhandle. Rather, recognizing as Panhandle has stressed, the advisability of 
having certain and definite allocations of gas prior to the construction of any 
facilities and in an attempt to be certain that the proper parties are in receipt 
of gas made available by the construction of these temporarily authorized 
facilities, we have allocated the gas in a proportion which accords with past 
usage by the customer companies. We have applied a formula which recognizes, 
on a monthly basis, the proportionate contracted quantities for each non-winter 
month as compared to the winter contract demands. By comparing past per- 
formance on previously contracted basis, we have extrapolated the requirements 
for the period during which the temporary authorizations remain effective. 
Such allocation of non-winter gas is set forth for each company in Appendix 
A. By so doing we feel that each customer company will be allocated an increase 
in non-winter demand which will allow it to properly attach residential and 
commercial spaceheaters in the coming winter heating season, thus allowing 
them to meet the emergency to which Applicants attested when they applied 
for temporary authorizations. 

We emphasize that this allocation, which must remain effective for the dura- 
tion of the temporary authorizations only, will be in no way determinative of 
the final disposition of the matters here involved. 

Applicants argue that 8,000 Mcf per day of gas should not be reserved for 
possible service to Section 7(a) applicants and interveners seeking new service. 
We decided in our July 28, 1961 order that it may be desirable and in the public 
interest to direct Panhandle and/or Trunkline to establish connection with some 
or all of the various Section 7(a) applicants and interveners seeking gas from 
them in the consolidated proceeding. In the event such should be our ultimate 
determination it would be entirely proper that their position be protected by the 
reservation for them of some of the capacity which has been temporarily au- 
thorized at this time. We shall, therefore, continue in our requirement that 
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8,000 Mcf be reserved for possible service to the communities listed in our July 
28 order. 

We found that the 8,000 Mcf per day so reserved should be delivered to Michi- 
gan Consolidated during the effectiveness of the temporary authorizations. Ohio 
Fuel complains that it should receive this gas, and Panhandle indicates that 
it will not build new capacity to serve Michigan Consoiidated. For the reasons 
we set forth in our July 28 order, we feel that Ohio Fuel should not receive this 
gas and that Michigan Consolidated has a need for it. 

Ohio Fuel has a spaceheating saturation of approximately 90% at this time. 
It alleges that it needs this additional gas to replenish its storage supply. 
Ohio Fuel, however, has recently filed with this Commission applications for 
the commencement of service to new industrial customers and a new community. 
In those applications Ohio Fuel indicated the adequacy of its gas supply to 
serve these customers.’ In addition, Ohio Fuel is a subsidiary of The Columbia 
Gas System Inc. (Columbia System). Our experience has demonstrated that 
the Columbia System is operated on an integrated basis whereby the needs of 
any affiliated company may be met with supplies available to the Columbia Sys- 
tem as a whole. Information filed with the Commission, and in particular in 
the filing of Columbia Gulf Transmission Company, a pipeline supplier of the 
Columbia System, in Docket No. CP61-156, indicates that the Columbia System 
has for several years consistently reduced its purchases of gas available under 
contract with one of its major suppliers, Tennessee Gas Transmission Company. 
With the gas available from this source and other suppliers, and in view of the 
indication by Ohio Fuel of its willingness to serve new customers including in- 
dustrial customers, from existing supplies, it would not appear that Ohio Fuel’s 
requirements, at this time override the requirements of Michigan Consolidated. 
We shall, therefore, deny the requests that the 8,000 Mcf per day be delivered 
to Ohio Fuel instead of Michigan Consolidated. 

In their complaint that service should not be rendered to Michigan Con- 
solidated from newly constructed capacity, Applicants fail to acknowledge 
the fact that gas is a fungible item. Although the capacity which may be 
constructed pursuant to these temporary authorizations may not be used to 
deliver gas to Michigan Consolidated, the existing capacity could be so used.* 
In remanding the abandonment proceedings to us, the Court of Appeals for 
the District of Columbia Circuit saw “no reason apparent * * * why the 
gas should not be returned to Michigan Consolidated pending final approval 
of an abandonment.” Michigan Consolidated Gas Company v. F.P.C. et al., 
108 U.S. App DC 371 at 374, 282 F. 2d 854 at 857 (1960), cert. denied, 364 U.S. 
913 (1960). 

We have found that the public interest would not be served by the with- 
drawal, at this time, of supplies from customers who have attached to the 
127,000 Mcf per day of “abandonment” gas pending ultimate disposition of 
the issues in the remanded case, which is included in these consolidated pro- 
ceedings. This does not mean that once gas becomes available through the 
construction of additional facilities that gas should not then be returned to 
Michigan Consolidated. This is an issue which will be reached in the final 
determination of these proceedings. 

Under the temporary authorizations granted by our July 28 order Appli- 
cants may construct facilities which will add 125,000 Mcf of capacity to their 





* See Docket Nos. CP61-170, CP61-259, and CP62-2. Orders were issued in Docket Nos. 
CP61-170 and CP61-259 on March 24, 1961 and July 7, 1961, respectively, under which 
service was commenced to two industrial customers. 

*In fact Panhandle will construct no new facilities to increase its mainline capacity. 
Panhandle’s additional ability to serve gas to its markets results from the additional 
supply made available by Trunkline’s expansion pursuant to the temporary authorization. 
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systems. We have found that 8,000 Mcf of that capacity should be reserved 
for possible service to new customers. It is entirely proper for the Commis- 
sion to direct Panhandle to recommence the delivery of this quantity of gas, 
employing thereby 8,000 Mcf of the total pipeline capacity to accomplish that 
purpose during the period in which the temporary authorizations may be 
effective. 

Applicants further complain that the non-winter quantities should not be 
delivered to Michigan Consolidated and that we should defer consideration 
of the disposition of these quantities until some future time. Applicants over- 
look their own admonition that there should be an immediate authorization 
of a plan for distribution of the 125,000 Mcf per day. We note that Appli- 
cants have stated: “Applicants must have assurance that their new facili- 
ties constructed at great cost will not be idle upon completion, pending settle- 
ment of disputes which may arise as to the distribution of the capacity.” We 
have attempted to allocate the full expanded capacity of the Panhandle-Trunk- 
line system to obtain the most benefit for applicants, the companies and the 
consumers. We shall, therefore, deny Panhandle’s petition for reconsideration 
of this issue and order that the off-winter deliveries in the amount of the 
difference between the amounts allocated to the general service and small 
general service customers and to Consumers, and the 125,000 Mcf per day 
should be delivered to Michigan Consolidated. We stress the fact that this 
order shall be in effect only during the duration of the temporary authoriza- 
tions and shall be in no way binding upon our determination of the ultimate 
questions presented in the consolidated proceedings. 


The Commission finds: 


(1) The second revised distribution plan submitted by Panhandle Eastern 
Pipe Line Company and Trunkline Gas Company on August 23, 1961, should be 
adopted insofar as the winter contract demands are concerned. 

(2) In all other respects the distribution plan submitted by Panhandle and 

runkline does not serve the public interest and should be rejected. 

(8) Panhandle and Trunkline should distribute the gas made available by 
the increase in capacity which the Commission authorized in its July 28, 1961 
order in accordance with the plan prescribed by the Commission herein. 

(4) Except to the extent that the order issued July 28, 1961, is modified 
hereby the applications for reconsideration filed by Panhandle, Trunkline and 
The Ohio Fuel Gas Company and the application for rehearing filed by 
Consumers Power Company should be denied. 


The Commission orders: 


(A) Upon construction of the facilities temporarily authorized by the Com- 
mission’s order of July 28, 1961, Panhandle Eastern Pipe Line Company and 
Trunkline Gas Company shall deliver the additional 125,000 Mcf per day made 
available to their resale customers in accordance with the allocation set forth 
in Appendix A, attached hereto. 

(B) Such gas as is delivered to Michigan Consolidated Gas Company in ac- 
cordance with this order, as hereinabove set forth, shall be delivered in ac- 
cordance with Rate Schedule X-3, as set forth in the Commission’s order of 
July 28, 1961. 

(C) Panhandle shall file with the Commission superseding service agree- 
ments satisfactory to the Commission that shall be negotiated for the sale to 
each of its customers except Michigan Consolidated Gas Company® of pro- 


5 Rate Schedule X—3 provides that no service agreement with Michigan Consolidated Gas 
Company will be required. 


693—4 88 —_64——_36 



































530 FEDERAL POWER COMMISSION 


portionate shares of the gas which will be made available to it during the five 
winter months, and the varying quantities during the seven off-peak months. 

(D) Except to the extent that the order of July 28, 1961, is modified hereby, 
the application for reconsideration filed jointly by Panhandle and Trunkline, 
the motion for reconsideration filed by The Ohio Fuel Gas Company, and the 
application for rehearing filed by Consumers Power Company are denied. 

Mr. Kuykendall concurring stated: I would further amend our July 28 order to 
eliminate the requirement that Panhandle deliver 8,000 Mcf a day of firm service 
to Michigan Consolidated for the winter heating service, without changing the 
requirement that Panhandle deliver to Michigan Consolidated the off-peak 
quantities which may be available as the Commission found in its July 28 order. 


APPENDIX A 


Authorized allocations 


(Mef per day] 





















































Customer Winter} April | May | June July | August |Septem-| Octo- 
ber ber 
Battle Creek Gas Co.: Increase_.....| 2, 650 2, 030 1, 691 1, 240 1, 240 1, 240 1, 691 2, 030 
Central Illinois Electric & Gas Co.: 

coe i an ink pie lidipaamininel 1, 251 975 759 520 442 442 O07 | 933 
Centra! Lilinois Light Co.: Increase..| 11,542 | 9,799 | 7,664 | 4,686] 4.686] 4,686] 6,304 8, 945 
Central Illinois Public Service Co.: 

NONI on tana kis catnkouetbicinas | 12,417] 9,561} 7.115] 4,222] 3,117] 3,117] 6.010} 8 891 
Central Indiana Gas Co.: Increase..-| 5, 500 4, 626 3, 883 3, 240 3, 009 3, 146 3, 702 4, 351 
Central States Natural Gas Com- 

peng, inc.: Incretes...............- 75 53 41 31 30 28 36 44 
Citizens Gas & Coke Utility: | | 

NE ssiin ro citiemmwetibusaitnamdies | 16,500 | 15,741 | 13, 448 9, 851 8, 333 9,009 | 12, 293 14, 322 
Citizens Gas Fuel Co.: Increase. | 300 239 190 152 129 133 171 
Citizens Gas Co. of Hannibal: | 

IE ov cncuaponcessncncssdensees 200 126 89 48 31 31 72 123 
Fulton, City of: Increas 125 77 58 29 15 | 15 33 75 
Greenfield Gas Co., Inc.: Increase .--} 850 674 587 441 221 221 441 674 
Illinois Power Co.: Increase_.....--- 14, 347 9, 526 7, 116 5, 696 5, 122 5, 122 6, 399 9, 526 
Indiana Gas Distribution Corp.: 

IND kia et hee ceed ei es 50 34 22 13 5 5 16 29 
Indiana Gas & Water Co., | 

IN 5 ieee bannee 5,300 | 3,779] 2,290] 2,274] 1,749] 1,829] 2,873 3, 562 
Kokomo Gas & Fuel Co.: Increase. - 1,775 1,484 | 1,168 1,010 916 916 1,042 1, 484 
Michigan Gas Utilities Co.: In- | 

PGND 6:6. conn deneeeneenneeenl 2, 1, 594 1,197 895 798 | 798 1,098 1, 550 
Missouri Power & Light Co.: | | 

Sic inciiininh ndeiee ban datnvalinteanaiaah | q 206 137 68 48 | 51 96 178 
Missouri Public Service Co.: In- | 

sc ctmhenntine disbadennes 712 588 377 377 377 503 735 
Missouri Utilities Co.: Incre 691 442 221 122 122 | 332 663 
Morton Municipal Gas Co.: 

94 | 68 47 32 | 36 | 86 124 
| 591 | 382 378 273 273 382 591 
Northern Indiana Public Service | | | 

2 DD... .ccriubiiipnonmqneds 5,900 | 4,095 | 3,286,| 2,661 1, 75: 1,752 | 3,157 4,095 
Ohio Gas Co.: Increase...._. 850 655 470 324 4 300 418 541 
Ohio Valley Gas Corp.: Increase - - - 150 98 82 67 38 81 98 
Pendleton Natural Gas _ Co,: 

SIN Sedo cite asses |} 150} 1,450] 1,150 550 350 350 800 1, 150 
Richmond Gas Corp.: Increase... .-- 1,050 737 669 450 360 369 533 660 
Southeastern Michigan Gas Co, | 

a ee 4,925 4, 694 3, 236 2, 541 2, 310 2, 310 2,773 4, 162 
Toledo Edison Company, The: 

SD in cibcdnkic dnndptinadinwates 250 159 137 106 80 80 115 155 
Consumers Power Co.,: Increase.....| 24,000 | 24,000 | 24,000 | 24,000 | 24,000 | 24,000 | 24,000 | 24,000 
Small General Service Customers:? | 

PND So nis ewan Canateiaie uke | 1,600} 1,600] 1,600} 1,600] 1,600] 1,600] 1,600 1, 600 
Reserved (Interim to Michigan- | 

INE cco trcnismiamsionints | 8,000 | 8,000 | 8,000 | 8,000 | 8,000} 8,000] 8,000 8, 000 

Wei ninhsabcindanenoniuge 125, 338 {108, 100 | 91,565 | 75,738 | 69,447 | 70,396 | 85,754 | 103, 511 














1 Transfer from Sma]] General Service Rates, figures shown for non-winter service represent proposed 
contract demands unc a General Service Rate. 

3 As set forth on page 2, Schedule A of the July 10, 1961, application for temporary authorization filed by 
Panhandle. Under the Small General Service Tariff, there are no specific nominations for the summer 
months. Customer may demand service agreement volume any day of year. 
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Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 


COASTAL TRANSMISSION CORPORATION, ET AL., DOCKET NO. G-18338, 
ET AL. 


ORDER PERMITTING INTERVENTION 


(Issued September 22, 1961) 













On December 31, 1959, the Public Service Commission of the State of New 
York (PSC) filed a notice of intervention in the above-entitled proceeding. Our 
order of March 31, 1960 denied PSC the relief sought and on May 31, 1960 we 
also denied PSC’s application for rehearing and reconsideration. Thereafter, 
PSC petitioned the United States Court of Appeals for review of the March 31, 
1960 order, 23 F.P.C. 752. 

On June 15, 1961, the Court issued its decision’ setting aside the appealed 
order and remanded the case to the Commission. 

In the light of the Court’s decision, we shall now permit PSC to intervene 
in all the dockets in the above-entitled consolidated proceeding. 


The Commission finds: 


| 

It is desirable to allow the above-named Public Service Commission of the 
State of New York to intervene as requested in the various dockets of this 
consolidated proceeding in order that the petitioners may establish the facts 
and law from which the nature and validity of their alleged rights and interests 
may be determined and show what further action may be appropriate under the 
circumstances in the administration of the Natural Gas Act. 


The Commission orders: 


The Public Service Commission of the State of New York be and it is hereby 
permitted to become an intervener as requested in the various dockets of the 
above-captioned proceeding subject to the rules and regulations of the Com- 
mission: Provided, however, That the participation of such intervener shall be 
limited to matters affecting asserted rights and interests as specifically set 
forth in said petitions for leave to intervene: and Provided, further, that the ad- 
mission of the Public Service Commission of the State of New York shall not 
be construed as recognition by the Commission that it might be aggrieved because 
of any order or orders of the Commission entered in this consolidated proceeding. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 


AREA RATE PROCEEDING, DOCKET NO. AR61-1; CLAUDE E. AIKMAN, 
DOCKET NO. G-18466, ET AL.; NORTH CENTRAL OIL CORPORATION 
(OPERATOR), ET AL., DOCKET NO. CI60-435, ET AL. 


ORDER FURTHER MODIFYING ORDER REQUIRING FURNISHING OF DATA 
(Issued September 25, 1961) 


By our order issued in these proceedings on September 18, 1961, supra 514, we 
set forth the items of major importance in Appendix A to our order of August 
2, 1961, 26 FPC 247 herein, which we would modify in response to motions for 


1 Public Service Commission of the State of New York v. F.P.C., 295 F. 2d 140 (CADC 
Nos. 15366, 15854, 15910, June 15, 1961), rehearing denied August 8, 1961, cert. den. 368 
U.S. 948. 
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reconsideration of the August 2 order filed by various respondents. We stated 
that we would prescribe a revised Appendix A shortly. 

We have now completed a revised Appendix A* which we shall herewith 
prescribe. As indicated in our September 18 order, the requirement for filing 
reserve data required by Schedules 1 to 1-U of the original Appendix A to 
our order of August 2 will be stayed pending further order of the Commission. 
All recommendations which we have not discussed in our order of September 
18 or in this order and which are not reflected in the revised Appendix A are 
denied. 

By our order of September 18, the requirement for filing Appendix A prescribed 
by our August 2 order was stayed pending further order of the Commission. In 
view of the revisions in Appendix A, we shall extend the time for filing revised 
Appendix A to November 3, 1961. Revised Appendix A will, of course, not 
require the furnishing of any data with respect to gas or liquid reserves at 
this time. 


The Conmission finds: 


(1) It is necessary and appropriate in the public interest, and to aid in the 
enforcement of the provisions of the Natural Gas Act that Appendix A to our 
order issued August 2, 1961, herein, be revised as hereinafter ordered. 

(2) Except as granted in our order of September 18, 1961, herein, or in this 
order, the motions for reconsideration of our order of August 2, 1961, herein, 
should be denied. 

The Commission orders: 

(A) Revised Appendix A is hereby prescribed and substituted for Appendix 
A to our order of August 2, 1961. 

(B) Except to the extent granted in our order of September 18, 1961, herein, 
or by this order, the motions for reconsideration of our order of August 2, 1961, 
are hereby denied. 

(C) All respondents to these consolidated proceedings shall complete and file 
with the Secretary of the Commission on or before November 3, 1961, three 
copies of the data required by revised Appendix A entitled “Operating Data”. 

(D) Except as modified by our order of September 18, 1961, herein, or by this 
order, the provisions of our order of August 2, 1961, herein, shall remain in full 
force and effect. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 


SOCONY MOBIL OIL COMPANY, INC., DOCKET NO. G—13780 
ORDER DENYING REHEARING AND PRESCRIBING FURTHER PROCEDURES 
(Issued September 25, 1961) 


On September 4, 1958, by Opinion 315 and accompanying order we issued a 
certificate herein without price condition. Transcontinental Gas Pipe Line Corp 
et al., 20 F.P.C. 264. The courts have remanded this proceeding to us “for re- 
consideration and redetermination” in the light of Atlantic Refining Co. v. P.S.C. 
of N.Y. (“Catco”), 360 U.S. 378. P.S.C. v. F.P.C., 361 U.S. 195, reversing United 
Gas Improvement Co. v. F.P.C., 269 F. 2d 865 (CA3). By order issued July 27, 
1961, 26 FPC 203, we set aside the certificate issued herein and issued temporary 





*Omitted in printing. 
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authorization covering Socony’s sales, which had already commenced. On Au- 
gust 24, 1961, Socony filed an “application for rehearing.” * 

Socony first says we have no power to vacate or revoke “certificates properly 
issued under Section 7(e) of the Natural Gas Act.” That issue is not before us, 
for this is not a license revocation case; here we seek to correct our original 
error in improperly issuing a certificate. The judicial mandate authorizes and 
necessitates such correction. The remand compels us to re-examine this proceed- 
ing, to apply the law and to exercise our discretion anew. Having determined, 
both as a matter of law and of discretion, that issuance of an unconditional 
certificate on the record herein would be erroneous, we have abundant authority 
under Section 16 of the Act, as well as Sections 7 and 19, to design an appropriate 
remedy to make the mandate effective.* 

Socony also objects to our conclusion that the original record is inadequate to 
support the statutory finding of public convenience and necessity because our 
order “fails to state clearly and completely the reasons” for that conclusion. 
Our reasons may seem obvious in view of recent judicial and Commission de- 
cisions; but we shall state them fully to dispel Socony’s uncertainty. 

The fundamental prerequisite in a producer certificate proceeding is that the 
applicant show his proposed initial price “to be in the public interest.” Catco, 
360 U.S. at 390, quoting with approval our first order in that case, 17 FPC 568, 
575. Our policy and the Act require each application to meet minimal standards 
as to the price factor alone before occasion arises to balance all factors. De 
velopment of a minimal test as to initial prices continues to be a difficult process. 
Traditionally, we have regarded the test as one that relates the proposed price 
to the previous price structure in the area. See Cities Service Gas Co., 14 FPC 
134, affirmed sub nom. Signal Oil & Gas Co. v. F.P.C., 238 F. 2d 771 (CA3), cert. 
den., 353 U.S. 923. Immediately after the Supreme Court’s Catco decision we 
announced a test of comparison with the highest price in the area previously 
certificated by us; but that standard was judicially upset for failure to show 
“a real administrative effort to hold back prices.” Veras Gas Transmission 
Corp., 22 FPC 378, 388, order set aside sub nom. P.S.C. of N.Y. v. F.P.C., 287 F. 
2d 146, 150 (CADC), cert. den., 365 U.S. 880, 882. We have also sought to an- 
nounce more precise standards by our General Policy Statement No. 61-1. 24 
FPC 818. Such standards are not perfect and recent judicial dicta suggest the 
need for greater rigor. United Gas Improvement Co. v. F.P.C., 287 F. 2d 159 
(CA10) ; United Gas Improvement Co. v. F.P.C., 290 F. 24 133 (CA5). But even 
under these, or any other conceivable standards Socony’s application and the 
evidence in the record fail to meet a minimal test of the “public interest” price. 

As the examiner found,’ Socony’s proposed initial price is the result of arm’s- 
length bargaining. But absence of collusion only eliminates one ground for hold- 
ing that the price is in the public interest ; it does not affirmatively show that the 


1 We are not of the opinion that our July 27 order “aggrieves” Socony within the meaning 
of Section 19 of the Natural Gas Act. Our order neither changes any rate charged by 
Socony nor orders any refunds. The “refund condition” in our temporary authorization is 
not self-executing ; it expressly asserts the power we would have in any event upon con- 
clusion of this remanded proceeding. Nonetheless, the “application for rehearing” should 
also be denied on the merits and it is desirable that we state the reasons for such dental. 

*Socony (or its predecessor Magnolia Petroleum Company) participated in making the 
record herein, had an opportunity to file a brief before the examiner, and did file exceptions 
to the examiner’s decision. It was also permitted to intervene in the subsequent review 
proceedings in both the Court of Appeals and the Supreme Court. 

® Socony’s exceptions to the examiner’s decision encompassed but one technical matter 
not here pertinent. Thus Socony has waived any other objections under Section 1.31(c) 
of our Rules of Practice and Procedure. Even apart from such waiver the examiner’s 
findings are well-founded. 
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price is in the public interest. The record shows a need for gas by the purchas- 
ing pipeline company.‘ But the buyer’s need or even distress is not in itself a 
price justification. Quite the converse is true: For the move desperate and 
urgent be the purchaser’s need for additional gas the weaker will be his bar- 
gaining position and the greater will be our responsibility to assure the public 
that the bargained-for prices are not excessive. Indeed the United States Court 
of Appeals for the Fifth Circuit has said that “the only justification for giving 
the Commission the duty to regulate prices was the determination by Congress 
that the producers have a supply that is so restricted in relation to demand that 
they have the economic power to bargain for prices that will be injurious to the 
public.” U.GJI. v. F.P.C., 290 F. 2d 133, 185. Dire need for gas may justify 
accelerated procedures in a case; it is no ground for overriding the substantive 
price question. 

The record does not show Socony’s price to be in line with earlier prices in 
the area. Socony’s production is in Texas Railroad Commission District No. 3. 
The highest price we have ever certificated for gas produced in that area is 20 
cents per Mcf (at 14.65 psia) and that certification occurred long after issuance 
of Opinion 315 under circumstances we then described as unique. Trunkline Gas 
Co., 21 FPC 704; see Peoples Gulf Coast Natural Gas Pipeline Co., 24 FPC 106. 
The General Policy Statement price for this area is 18 cents per Mcf (at 14.65 
psia). Yet Socony’s contract provides a price of 22.8 cents per Mef, from which 
a 2 cent transportation charge is deducted. In view of the inflationary price 
trend of the past few years it is obvious that Socony’s price here far exceeds 
both the average interstate price level in this area at the outset of regulation 
on June 7, 1954, and the level of initial prices in interstate contracts executed 
in 1954.° 

Socony’s initial price herein has yet to be shown to be in the public interest. 
We do not say such showing cannot be made. Socony will have an opportunity 
to do so. But in the meantime our order assures that the public will be pro- 
tected should Socony prove unable to justify its price. 

Socony further urges that we have no power under the mandate to decide the 
propriety of our original order herein in advance of final determination of this 
proceeding. Under the mandate we are free to redetermine this proceeding on 
the evidence already adduced, plus such facts as may be officially noticed. We 
have decided it is the better course to offer an opportunity to adduce new evi- 
dence. Thus we see no legal merit to Socony’s contention. On the other hand 
we sympathize with Socony’s desire for prompt conclusion of this remanded 
proceeding. Accordingly it is reasonable and appropriate to grant prompt op- 
portunity for further hearing by providing for the submission of written evidence 
and argument and supplementary procedures as hereinafter prescribed. 


The Commission further finds: 


The assignments of error and grounds for rehearing set forth in the applica- 
tion for rehearing filed by Socony Mobil Oil Company, Inc., set forth no new 


*The “record” is really that separately made on the application of Transcontinental Gas 
Pipe Line Corp. in Docket No. G-13590. That record came before us at the same time as the 
record involving this docket and both applications were disposed of together in Opinion 
315. 

5In Opinion 315 we failed to recognize that this is Texas gas, and that the relevant area 
for comparison is in Texas, even though title passes across the Louisiana boundary. Even 
in terms of the adjacent South Louisiana area, however, Socony’s price was out of line. 
Vague references to high non-jurisdictional sales prices in Louisiana do not satisfy a test 
of public interest. See U.G.I. v. F.P.C., 283 F. 2d 817 (CA 9), cert. den. 365 U.S. 881. 
The favored nation issue does not concern the possibility of triggering in Louisiana; on 


the record heretofore made we cannot find that the burden of showing that triggering will 
not result has been met. 
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facts or principles of law which were not fully considered by the Commission 
when it adopted its order issued herein on July 27, 1961, or which having now 
been considered warrant any change or modification in said order. 


The Commission orders: 


(A) The application for rehearing filed herein on August 24, 1961, by Socony 
Mobil Oil Co., Inc., be and is hereby denied. 

(B) Socony, and the other parties to this proceeding, may serve and file 
with the Commission on or before November 1, 1961, such written testimony, 
exhibits, and arguments, subscribed and verified by the witness or other person 
responsible for preparation of such material, as they deem material to de 
termination of the public interest initial price in this proceeding. On or before 
November 30, 1961, any party or staff counsel may file a motion arguing from 
the evidence filed, answering arguments presented, requesting an opportunity to 
cross-examine or to file rebuttal evidence, or requesting such other relief as may 
be appropriate in the premises. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 


SOUTHERN NATURAL GAS COMPANY, DOCKET NOS. G—20509, RP60-15 
ORDER DENYING MOTION FOR RECONSIDERATION 
(Issued September 25, 1961) 


Georgia Public Service Commission (Georgia), an intervenei in these consoli- 
dated proceedings, on August 31, 1961, filed a motion for reconsideration ’* of the 
Commission’s order issued herein on July 31, 1961, 26 FPC 244, denying an appeal 
from the Presiding Examiner’s ruling on July 14, 1961, excluding certain evi- 
dence offered in hearing by Georgia. On July 20, 1961, the hearings in these 
proceedings were concluded, and the cases are before the Presiding Examiner 
for intermediate decision upon the completion of briefing scheduled for November 
30, 1961. The excluded evidence consisted of an exhibit and related testimony 
which purports to be based upon Southern Natural Gas Company’s (Southern) 
costs and revenues for the 12-month period ending April 30, 1961, as adjusted. 

Georgia and all parties have been afforded an opportunity to introduce, 
and the record now contains, evidence of actual operating conditions, sales, 
costs, and revenues for the year 1960 adjusted for known and measurable 
changes. Under these circumstances it would not be in the public interest to 
further delay these proceedings by permitting Georgia to place into evidence the 
above-mentioned exhibit and related testimony. 


The Commission finds: 


The afore-mentioned motion for reconsideration filed by Georgia on August 
31, 1961, sets forth no new facts or principles of law which were not fully con- 
sidered by the Commission when it issued its order of July 31, 1961, or which 
having now been considered justify the granting of such motion. 


1The document filed by Georgia was entitled an “Application for Rehearing,” but was 
not filed within 30 days of the said order of July 31, 1961, as required by Section 19({a) 
of the Natural Gas Act and Section 1.34 of the Rules. Furthermore, although an “appli- 
eation for rehearing” of an interlocutory order such as the said document may not be 
properly filed (Section 1.30(e) of the Rules), it was accepted for filing as a motion for 
reconsideration pursuant to Section 1.12 of the Rules. 
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The Commission orders: 


The motion filed by Georgia Public Service Commission for reconsideration of 
the Commission’s order issued herein on July 31, 1961, is hereby denied. 


3efore Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and L. J. O’Connor, Jr. 


SHELL OIL COMPANY, SHELL OIL COMPANY (OPERATOR) ET AL., 
SHELL OIL COMPANY (OPERATOR), HUNT OIL COMPANY, N. B. HUNT, 
LAMAR HUNT, W. H. HUNT, H. L. HUNT, LYDA HUNT-MARGARET 
TRUSTS, LYDA HUNT-CAROLINE TRUSTS, LYDA HUNT-HERBERT 
TRUSTS, LYDA HUNT-BUNKER TRUSTS, LYDA HUNT-LAMAR TRUSTS, 
SECURE TRUSTS, CLAUDF E. AIKMAN, THE SUPERIOR OIL COMPANY, 
SUN OIL COMPANY, SUN OIL COMPANY (OPERATOR) ET AL., DOCKET 
NO. RI61-515 


ORDER DENYING MOTIONS TO DISMISS AND DENYING ALTERNATIVE MOTIONS 
(Issued September 25, 1961) 


On June 26, 1961, 25 FPC 1219, the Commission issued its show cause order 
herein fixing the date of July 24, 1961, for the commencement of the public 
hearing which was convened and ran for five days until recessed on July 28th 
to reconvene September 26, 1961. The main subject matters of the instant pro- 
ceeding are favored-nation clauses. The purpose is to determine the legal jus- 
tification for the tender and filing of respondents’ proposed increased rates and 
charges which appear to depend for justification, directly or indirectly, upon 
the sale of natural gas by West Texas Gathering Company (West Texas) to El 
2aso Natural Gas Company (El Paso). This is the same transaction that The 
Pure Oil Company (Pure) cited as justification for the tender and filing of pro- 
posed increased rates and charges involved in Docket No. G-17930. In Opinion 
No. 341 and accompanying order issued March 3, 1961, in Docket No. G—17930, the 
Commission determined that Pure’s favored-nation clauses had not been activated 
by the West Texas sale to El Paso, and ordered Pure to make refunds. 

On July 19, 1961, Sun Oil Company (Sun) filed herein a motion to dismiss 
Sun as a respondent claiming that its dockets are subject to other hearings and 
that to require Sun to also try the same issues in this hearing would involve 
a denial of due process. On July 19, 1961, Superior Oil Company (Superior) 
filed motions in answer to the Commission’s show cause order of June 26, 1961. 
In its motion to dismiss Superior claimed the right to present its case without 
reference to the Pure record in Docket No. G—-17930. Superior also moved that 
Docket No. G-20075 not be consolidated allegedly because the issues involved 
therein are separate and distinct. Further, Superior requested that the hearing 
herein be deferred for at least 90 days. 

It is believed that the provisions of the show cause order itself afford the 
movants full opportunity to present evidence and argument appropriate to the 
protection they seek for their alleged rights, privileges and interests. Nor does 
it appear necessary or desirable to defer the hearing as requested by Superior. 


The Commission finds: 


(1) Sun has not shown good cause for dismissing it as a respondent and its 
motion should be denied as hereinafter ordered. 
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(2) Superior has not shown good cause for dismissing it as a respondent, nor 
for granting it an exception to consolidation, nor for deferring the hearing, 
and its motions should be denied as hereinafter ordered. 


The Commission orders: 
(A) Sun’s motion to dismiss filed herein on July 19, 1961, is hereby denied. 


(B) Superior’s motion to dismiss and each of its other and alternative mo- 
tions filed herein on July 19, 1961, are hereby denied. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 
THE MANUFACTURERS LIGHT & HEAT COMPANY, 
DOCKET NO. CP61-60 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT 
CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued September 26, 1961) 


AND ISSUING 


On August 29, 1960, The Manufacturers Light and Heat Company (Applicant), 
a Pennsylvania Corporation and a subsidiary of The Columbia Gas System, Inc., 
having its principal place of business in Pittsburgh, Pennsylvania, filed an 
application and on November 10, 1960, April 7 and April 18, 1961, supplements 
thereto, pursuant to Section 7 of the Natural Gas Act, for an order authorizing 
it to abandon by sale certain of its gas transmission facilities in the Common- 
wealth of Pennsylvania to Columbia Gas of Pennsylvania, Inc. (Columbia of 
Pennsylvania), a Pennsylvania corporation, and for a certificate of public con- 
venience and necessity authorizing it to construct and operate certain facilities, 
hereinafter described, and to sell and deliver natural gas at wholesale to Colum- 
bia of Pennsylvania for resale. 

This application constitutes another step’ in the plan for realignment of 
properties of The Columbia Gas System, Inc., so that each operating subsidiary 
will be subject to regulation by only one regulatory agency. Applicant proposes 
a realignment of its Pennsylvania properties and operations in such manner 
that its retail distribution facilities? in Pennsylvania, including certain trans- 
mission facilities to be abandoned by Applicant, will be transferred to Columbia 
of Pennsylvania and operated by that company subject only to the jurisdiction 
of the Pennsylvania Public Utility Commission, and its natural gas production, 
storage and remaining interstate transmission facilities in Pennsylvania will be 
retained by Applicant and operated subject only to the jurisdiction of the Federal 
Power Commission. 

Applicant shows that it is engaged in the business of producing, purchasing, 
storing, transporting and selling natural gas at retail in the States of West 
Virginia and Pennsylvania, and at wholesale to other gas companies for resale 
in said states and in the State of Ohio. It also sold natural gas at retail in the 
State of Ohio until recently when its retail business in Ohio was transferred 
by authority of the Commission issued in Docket No. G—14691 
a step in the Columbia Gas System’s realignment plan. 


which involved 
In Pennsylvania, Ap- 
plicant sells gas to approximately 255,700 retail customers in a number of cities, 


1 Other steps in such realignment include Docket Nos. G—9689, G-—9694, and G-9695; 
Docket No. G—12127; Docket No. G—13058; Docket No. G—-14691; Docket No. G—17226. 

* Except certain minor distribution facilities to be retained, as described in the appli- 
cation. 
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towns and rural areas, and to 23 wholesale customers. The communities served 
at retail are listed in the Appendix attached hereto and made a part hereof. 

Applicant states that the policy followed in identifying the property to be 
transferred to Columbia of Pennsylvania is the same policy as was followed 


in prior realignment steps and was stated at the first realignment proceeding * 
as follows: 


The principle used, and which we plan to follow in making further segre- 
gations in separating our property between retail and wholesale business— 
I want to make perfectly clear that this is not the matter of separating 
distribution from transmission, but our objective is to segregate our retail 
business from our wholesale business. 

The distribution company should own the laterals and other property, 
bringing gas to it from the major transmission system, back to the nearest 
possible point to that transmission system which will not involve distribu- 
tion company ownership of lines transporting gas for sale in inter-state 
commerce, or gas for wholesale sale or any major volume of local production 
or purchases. 


It is proposed that the facilities to be abandoned by sale to Columbia of Penn- 
sylvania include all of its retail distribution system in Pennsylvania, and cer- 
tain of its related transmission facilities, all of which are described with particu- 
larity in the application.‘ The following is a summary of the facilities to be 
transferred : 

(a) 270,904 retail distribution meters. 

(b) 23,946,625 feet of various size pipelines, of which 21,367,940 feet are in- 
dicated to be distribution pipe and 2,578,685 feet are indicated to be transmission 
pipe. Also, 237,163 feet of service lines are to be transferred. 

(c) Miscellaneous equipment such as general plant, liquefied petroleum facili- 
ties, franchises, communication, ete., all of which were allocated between the 
two companies according to the principal function of the equipment. 

Applicant will retain the major portion of the existing transmission system 
and its field production, purchase and underground storage facilities. 

Applicant states that in describing the transmission facilities to be trans- 
ferred to Columbia of Pennsylvania, the properties have been grouped into two 
classes. First, those facilities which can most readily be identified as extending 
from a proposed point of delivery to another proposed point of delivery, or where 
the facility to be transferred commences at a point of delivery, are described in 
paragraphs numbered from 1 through 59, pages 8-23 of the application. In each 
paragraph a reference to the maps attached to the application (F-1, F-2, or 
F-3) is first given, then the proposed delivery point from or to which, or at 
which the facilities are located, followed by a description of the line number, 
size and footage. The second group of properties are those which cannot be 
associated with one of the numbered delivery points, as they are isolated between 
producing or local purchase wells and the distribution system. These facilities 
are described in the application at pages 23-25, paragraphs 60-65 inclusive. 
Applicant has pointed out that while its request for approval to abandon is 
applicable to the transmission lines, the field lines are included in the descrip- 
tion for purposes of completeness. 

The application also illustrates and explains the application of the above- 
stated policy,® as well as four cases of departure,® wherein Columbia of Penn- 


8 Docket Nos. G—9689, G—9694, G-9695 (Tr. 172). 
*Pp. 8-25; pp. 32-39; Exhibit F. 

5 Application, pp. 25-29. 

© Application, pp. 29-32. 
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sylvania will deliver gas for the account of Applicant. Applicant proposes to 
retain all production wells and gas purchase contracts in Pennsylvania. Appli- 
cant also shows that with reference to the isolated field lines, or, in a few cases, 
the isolated transmission lines, connecting the production wells into distribution 
systems it proposes to retain the portion nearest to the well on which there are 
no customers, while the portion nearest to the distribution system, on which 
there are customers, is proposed to be transferred to Columbia of Pennsylvania. 
Applicant states that after the wells are exhausted, Applicant can retire the 
portions of line it is retaining with the wells, while Columbia of Pennsylvania 
will already own, and be able to serve with gas from the distribution system, 
the portions of line to which customers are attached. 

Applicant shows that its realignment plan requires that eighteen sections" of 
its distribution lines in Pennsylvania be retained by it for the reason that in 
four of these cases the distribution lines in question carry gas across a state 
line. Applicant shows that these distribution lines should be reclassified as 
transmission lines. 

Applicant also seeks a certificate of public convenience and necessity author- 
izing the construction and operation of twenty(20) measuring and regulating 
stations in Pennsylvania at a cost of $389,000 and authorizing the sale and 
delivery of natural gas at wholesale to Columbia of Pennsylvania for resale 
at these points. 

Columbia of Pennsylvania will purchase gas from Applicant to meet its 
requirements and render the same retail service now being rendered by Appli- 
eant subject to the jurisdiction of the Pennsylvania Public Utility Commission. 
No change in service will result from the proposal except that Applicant will 
make the new sale to Columbia of Pennsylvania for resale under its filed FPC 
rate schedule. 

Applicant estimates the annual and peak day requirements of Columbia of 
Pennsylvania, for its entire retail distribution area, including residential, com- 
mercial, municipal, industrial and other requirements, company use and unac- 
counted for gas, but not including any gas to be delivered for Applicant’s 
account, as follows: 


| 
Annual (Mef) Peak day 
(Mcef) 


90, 978, 400 614, 200 
91, 941, 600 626, 000 
93, 536, 300 636, 700 
94, 694, 300 646, 400 


No gas supply problem is involved herein as the same volumes will be deliv- 
ered to ultimate consumers as at present. 

Applicant shows that Columbia of Pennsylvania will reimburse Applicant 
for the assets and properties sought to be transferred by issuance and delivery 
of common stock and assumption of a proportionate amount of Applicant’s out- 
standing promissory notes in an amount equal to the aggregate net value of 
the aforementioned assets and properties to be transferred, less certain liabil- 
ities and obligations which are to be assumed by Columbia of Pennsylvania. 
The net book value of these assets as of December 31, 1959, is stated to be 
$67,327,200. 

Based on a net book value of these assets of $67,327,200, as of December 31, 
1959, Columbia of Pennsylvania proposes to issue and deliver to Applicant in 


7 Described in Application, pp. 40—41. 
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payment for approximately one half of said assets and properties, 1,346,528 
shares of its $25 par value common stock. In payment for the remaining one 
half of said assets and properties, Columbia of Pennsylvania will assume install- 
ment promissory notes of Applicant owned by The Columbia Gas System, Ine. 
in an amount equal to one half of the excess book value of the assets and prop- 
erties transferred, less the related reserves, over the amount of the liabilities 
and obligations assumed by Columbia of Pennsylvania. 

It is proposed that the transfer of assets will take place the last day of the 
month in which the last of the necessary approvals by regulatory commissions 
shall have been obtained. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
September 12, 1961, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received except that The United Gas Improvement Com- 
pany filed on September 23, 1960, a petition for leave to intervene, which has 
since been withdrawn, and a notice of intervention filed by the Pennsylvania 
Publie Utility Commission, which states that said notice is not to be construed 
as a request for hearing. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) The Manufacturers Light and Heat Company, Applicant, a Pennsylvania 
corporation and a subsidiary of The Columbia Gas System, Inc., having its 
principal place of business in Pittsburgh, Pennsylvania, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of December 29, 1944, in Docket Nos. G-—593, 
et al. (4 FPC 821). 

2) Columbia Gas of Pennsylvania, Inc., a Pennsylvania corporation having 
its principal place of business in Pittsburgh, Pennsylvania, upon the acquisition 
of the properties described in the application and the gas distribution proper- 
ties presently owned by Applicant, will become a public utility engaged in the 
retail distribution of natural gas solely within the Commonwealth of 
Pennsylvania. 

(3) The transmission facilities proposed to be abandoned by Applicant, as 
described in the application, are used in the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and the 
abandonment thereof by Applicant is subject to the requirements of subsection 
(b) of Section 7 of the Natural Gas Act. 

(4) Such abandonment by Applicant, as hereinbefore described, is permitted 
by the public convenience and necessity, and should be permitted and approved 
as hereinafter ordered. 

(5) The natural gas facilities proposed to be constructed and operated by 
Applicant, as described in the application, are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of Applicant’s existing pipeline sys- 
tem and the operation thereof by Applicant is subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(6) The proposed construction and operation by Applicant of the facilities 
described in the application and the proposed sale of delivery of natural gas at 
wholesale by Applicant to Columbia Gas of Pennsylvania, Inc. for resale are 
required by the public convenience and necessity and a certificate therefor should 
be issued. 
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(7) The applicant herein is able and willing to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(1), (ce) (8), (ce) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act (18 
CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder. 

(9) Staff counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30(c) (1) 
[18 CFR 1.30 (c)(1)] of the Commission’s Rules of Practice and Procedure 
having been satisfied, sufficient cause exists for the Commission forthwith to 
render its final decision in the instant proceeding. 


The Commission orders: 


(A) The Manufacturers Light and Heat Company, Applicant, be and it is 
hereby granted permission and approval for the abandonment by sale to Colum- 
bia Gas of Pennsylvania, Inc. of transmission facilities as requested in the 
application herein. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued to The Manufacturers Light and Heat Company authorizing it 
to construct and operate the facilities described in the application, which are 
necessary for the measurement or delivery of natural gas to Columbia of Penn- 
sylvania, and to sell and deliver natural gas to Columbia of Pennsylvania for 
resale. 

(C) The general terms and conditions set forth in paragraph (a), (b), (¢) (1), 
(ec) (3), (e) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (B) above and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities authorized in paragraph (B) above 
shall be constructed and placed in actual operation is hereby fixed at 6 months 
from the date on which this order issues. 

(E) The authority herein granted in paragraphs (A) and (B) shall not 
become effective until Applicant has filed with this Commission a certified copy 
of an order of the Securities and Exchange Commission for authorization of the 
proposed transfer of property and a certified copy of an order of the Pennsyl- 
vania Public Utility Commission evidencing approval of said transfer by sale 
by Applicant to Columbia of Pennsylvania of the above-described property, fran- 
chises and consents used by Applicant in furnishing gas to the public, at retail, 
in Pennsylvania and also authorizing the abandonment or discontinuance of the 
furnishing of gas by Applicant to the public, at retail, in Pennsylvania. 


APPENDIX 


I. The communities in the State of Pennsylvania in which the Pennsylvania 
Distribution Operations are conducted are in all cities, boroughs and townships 
in the counties of Allegheny, Beaver, Fayette, Greene and Washington, Pennsyl- 
vania and in the following cities, boroughs and townships in the following coun- 
ties, all located in Pennsylvania : 


Adams County Berwick Township East Berlin 
Abbottstown Biglerville Fairfield 
Arendtsville Butler Township Franklin Township 


Bendersville Cumberland Township Freedom Township 
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Germany Township 
Gettysburg 

Hamilton Township 
Hamiltonban Township 
Littlestown 

Menallen Township 
Mt. Joy Township 

Mt. Pleasant Township 
New Oxford 

Oxford Township 
Reading Township 
Straban Township 
Union Township 


Armstrong County 


Hovey Township 
Madison Township 
Mahoning Township 
Parker City 

Perry Township 
Redbank Township 
South Bethlehem 


Butler County 
Adams Township 
Allegheny Township 
Brady Township 
Bruin 
Center Township 
Cherry Township 
Clay Township 
Concord Township 
Cranberry Township 
Eau Claire 
Fairview Township 
Franklin Township 
Harrisville 
Marion Township 
Mercer Township 
Muddy Creek Township 
Parker Township 
Slippery Rock Township 
Valencia 
Venango Township 
Washington Township 
West Liberty 
Worth Township 


Chester County 
Coatesville 


Clarion County 
Ashland Township 
Beaver Township 
Callensburg 


Elk Township 
Foxburg 

Porter Township 
Redbank Township 
Richland Township 
Rimersburg 

Salem Township 
Shippenville 

St. Petersburg 
Toby Township 
Hawthorn 

Knox 

Licking Township 
Madison Township 
New Bethlehem 
Perry Township 


Elk County 


Highland Township 
Spring Creek Township 


Franklin County 


Antrim Township 
Greencastle 

Greene Township 
Guilford Township 
Mercersburg 

Mont Alto 
Montgomery Township 
Peters Township 
Quincy Township 
Warren Township 
Washington Township 


Bedford County 


Cumberland Valley Town- 
ship 

Londonderry Township 

Mann Township 

Southampton Township 


Indiana County 
Cherryhill Township 


Jefferson County 
Beaver Township 
Clover Township 
Knox Township 
Pine Creek Township 
Polk township 
Ringgold Township 
Rose Township 
Summerville 
Warsaw Township 
Winslow Township 
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Lawrence County 


Bessemer 

Big Beaver Township 
Ellport 

Ellwood City 

Hickory Township 
Little Beaver Township 
Neshannock Township 
New Castle 

North Beaver Township 
Perry Township 

Scott Township 
Shenango Township 
Slippery Rock Township 
South New Castle 
Taylor Township 
Union Township 
Wampum 

Wayne Township 


Clearfield County 


Irvona 
Jordan Township 


McKean County 


Bradford 

Bradford Township 
Foster Township 
Lafayette Township 
Lewis Run 

Otto Township 
Wetmore Township 


Mercer County 


Liberty Township 


Somerset County 


Addison Township 
Berlin 

Brothersvalley Township 
Elk Lick Township 
Greenville Township 
Meyersdale 

Salisbury 

Somerset 

Somerset Township 
Southampton Township 
Summit Township 


Venango County 


Clintonville 
Clinton Township 
Emlenton 
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Irwin Township Pleasant Township Penn 
Richland Township Sheffield Township Penn Township 
Rockland Township Warren Rostraver Township 
: - nates Scottdale 
Scrubgrass Township Westmoreland County Suntatian ibis 
Fulton County East Huntingdon Town- Smithton 
Bethel Township ship South Huntingdon Town- 
Thompson Township Hempfield Township ship 
ee: ; Irwin Sutersville 
Unten Tewselip Jeannette Unity Township 
Warren County Madison West Newton 
Mt. Pleasant Youngwood 
Conewango Township Mt. Pleasant Township 
Glade Township North Huntingdon Town- York County 
Mead Township ship Codorus Township 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 


NATURAL GAS PIPELINE COMPANY OF AMERICA; MISSISSIPPI RIVER 
TRANSMISSION CORPORATION, DOCKET NO. CP61-339 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued September 26, 1961) 


On June 26, 1961, Natural Gas Pipeline Company of America (Natural) and 
Mississippi River Transmission Corporation (Transmission) (sometimes herein- 
after referred to jointly as Applicants) filed a joint application in Docket No. 
CP61-339, as supplemented on July 5, 1961, and July 10, 1961, pursuant to Section 
7(c) of the Natural Gas Act, for a certificate of public convenience and 
necessity seeking authorization to construct and operate an interconnection 
between their respective pipelines in Clinton County, Illinois, and to exchange 
natural gas with each other at said proposed interconnection. 

The purpose of the proposal is to permit Applicants to make deliveries of 
natural gas to each other when such deliveries are desirable to insure con- 
tinuity of service to their respective customers during periods of emergency. 

The proposed exchange of gas will be made pursuant to an agreement between 
Applicants, dated May 29, 1961. 

The estimated cost of the metering facilities is $22,500, which cost will be 
shared equally by Natural and Transmission. The total estimated cost to 
Natural and Transmission of the necessary side taps on their existing pipelines 
is $2,800 and $2,500, respectively. The cost of construction of all the facilities 
proposed will be financed by the respective Applicants from funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
september 11, 1961, respecting the matters involved in and the issues presented 
by the joint application, as supplemented, herein. No petition to intervene or 
protest to the granting of the application has been received. Staff counsel 
moved orally at the hearing that the intermediate decision procedure be omitted 
and that the Commission render a decision herein pursuant to Section 1.30(c) (1) 
of the Commission’s Rules of Practice and Procedure. 
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The Commission finds: 


(1) Applicant, Natural Gas Pipeline Company of America, a Delaware cor- 
poration having its principal place of business in Chicago, Illinois, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of October 13, 1942, in Docket No. G—235 
(3 FPC 830). 

(2) Applicant, Mississippi River Transmission Corporation, a Delaware 
eorporation having its principal place of business in St. Louis, Missouri, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order issued November 29, 1960, in Docket 
No. CP60-95 (24 FPC 1020). 

(3) The facilities hereinbefore described, as more fully described in the joint 
application in this proceeding, are to be used for the emergency exchange and 
delivery of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission and the construction and operation of such facilities and the emer- 
gency exchange and delivery of natural gas are subject to the requirements of 
Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(5) The construction and operation of the proposed facilities and the proposed 
emergency exchange and delivery of natural gas by Applicants are required by 
the public convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3); (c) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the issuance of the certificate hereinafter granted to 
Applicants and to the exercise of the rights granted thereunder, and that the 
construction of the facilities authorized by this order shall be completed and 
said facilities placed in actual operation within 4 months from the date on 
which this order issues. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to the Applicants in this proceeding, jointly, authorizing the con- 
struction and operation of the proposed facilities and the emergency exchange 
and delivery of natural gas as hereinbefore described, all as more fully described 
in the joint application, as supplemented, herein, upon the terms and conditions 
of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shali be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within 4 months from the date on which 
this order issues. 
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Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 


MISSISSIPPI RIVER FUEL CORPORATION, MISSISSIPPI RIVER 
TRANSMISSION CORPORATION, DOCKET NO. CP61-341 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued September 26, 1961) 


On June 27, 1961, as supplemented on July 10, 1961, Mississippi River Fuel 
Corporation (Fuel) and Mississippi River Transmission Corporation (Trans- 
mission) filed in Docket No. CP61-341 a joint application pursuant to Section 
7(c) of the Natural Gas Act for a certificate of public convenience and necessity 
authorizing the exchange of natural gas and the construction and operation of 
a new interconnection between the facilities of Fuel and Transmission at the 
point where the 24inch pipeline of Fuel intersects the 18-inch pipeline of 
Transmission near Nameoki in Madison County, Illinois, all as more fully set 
forth in the application and supplement. 

The purpose of the authorization is to permit Fuel and Transmission to make 
deliveries of natural gas to each other when such deliveries can assist in their 
respective system operations and can be made without curtailment or interrup- 
tion of service to the markets of the party making such deliveries. Under the 
exchange agreement, the party receiving deliveries thereunder is obligated to 
return a like quantity of gas to the other party. The exchange of gas will 
provide added flexibility of operation and continuity of service for both Fuel 
and Transmission. 

Fuel estimates that its share of the construction will cost approximately 
$24,950; and Transmission estimates that its share of the construction will cost 
approximately $13,550. Both will be financed by the respective companies from 
eash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
September 19, 1961, respecting the matters involved in and the issues pre- 
sented by the application herein. No petition to intervene or protests to the 
granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicants, Mississippi River Fuel Corporation and Mississippi River 
Transmission Corporation, both Delaware corporations having their principal 
places of business in St. Louis County, Missouri, are “natural-gas companies” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its orders of March 1, 1944, in Docket No. G—291 (4 FPC 535) and 
November 29, 1960, Docket No. CP60—-95 (24 FPC 1020) respectively. 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are proposed to be used in the exchange of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission. 
and the construction and operation thereof by Applicants are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicants are able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities and the exchange of nat- 
ural gas as proposed by Applicants are required by the public convenience and 
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necessity and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicants and to 
the exercise of the rights granted thereunder, and that the time within which 
construction of the facilities authorized by this order shall be completed and 
said facilities placed in actual operation should be fixed at three months from 
the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Mississippi River Fuel Corporation and Mississippi River 
Transmission Corporation to construct and operate the facilities hereinbefore 
described, and to exchange natural gas, all as more fully described in the 
application in this proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), ' 
(ce) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations under ' 
the Natural Gas Act shall attach to the certificate granted in paragraph (A) 
above and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities shall be completed and placed in 
regular operation as provided by paragraph (b) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act, is hereby fixed at three months 
from the date on which this order issues. 





Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 


THB MANUFACTURERS LIGHT & HEAT COMPANY, DOCKET NO. 
CP61-342 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued September 26, 1961) 





On June 27, 1961, The Manufacturers Light and Heat Company (Applicant) 
filed in Docket No. CP61-342 an application pursuant to Section 7(c) of the 
Natural Gas Act for a certificate of public convenience and necessity authorizing 
the installation and operation of a 130 horsepower compressor unit on its field 
supply system at the Irwin Storage Field, North Huntington Township, West- 
moreland County, Pennsylvania, all as more fully set forth in the application. 
The proposed compressor facilities would be used to raise the level of storage 
gas in the field to 350,000 Mcf (not including native reserves) at the end of the 
injection season. Applicant plans to maintain storage gas in the field at approxi- 
mately 350,000 Mcf, and states that this should be adequate to meet the local 
requirements for the next five years. Under the level of operations contem- 
plated, Applicant anticipates peak day withdrawals of approximately 1,500 Mcf 
and annual withdrawals of approximately 75, Mcf. The gas requirements 
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are to be supplied from the gas reserves of the parent company, Columbia Gas 
System, Inc. There is no issue of gas supply. 

The estimated total capital costs of the proposed facilities are $70,000 to be 
financed through the issuance and sale of promissory notes of Applicant’s parent 
company, Columbia Gas System, Inc. 

Temporary authority to construct and operate the facilities proposed herein 
was granted to Applicant on August 1, 1961. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
September 12, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c) (1) of the Commission’s 
Rules of Practice and Procedure. 





The Commission finds: 


(1) Applicant, The Manufacturers Light and Heat Company, a Pennsyl- 
vania corporation having its principal place of business in Pittsburgh, Pennsyl- 
vania, is a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of December 29, 1944, 
in Docket Nos. G-593, et al. (4 FPC 821). 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication in this proceeding, are proposed to be used in the transportation and 
sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4), and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Applicant and to the ex- 
ercise of the rights granted thereunder, and that the time within which the 
construction of the facilities authorized by this order shall be completed and said 
facilities placed in actual operation should be fixed at 6 months from the date 
on which this order issues. 

(6) Applicant should submit semi-annual reports on storage operations as 
hereinafter ordered. 

(7) The proposed maximum inventory of 350,000 Mcf or a shut-in pressure 
of 215 psig, whichever occurs first, should not be exceeded without further 
authorization by the Commission. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing The Manufacturers Light and Heat Company to con- 
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struct and operate the facilities hereinbefore described, all as more fully de 
scribed in the application in this proceeding, upon the terms and conditions of 
this order. 

(B) The general terms and conditions set forth in paragraphs (b),(c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the certificate granted in paragraph (A) above 
and to the exercise of the rights granted thereunder. 

(C) Applicant shall submit semi-annual reports coinciding with the ter- 
mination of input and withdrawal cycles, showing the total volumes of gas 
injected and withdrawn, the shut-in pressure corresponding to the volume of 
gas in storage, together with any information that may be necessary for the 
analysis of the operations of the storage project. These reports shall be con- 
tinued until two input and withdrawal cycles have been completed, and the 
pressure of the field has reached or closely approximates 215 psig. 

(D) The proposed maximum inventory of 350,000 Mcf or shut-in pressure of 
215 psig, whichever occurs first, shall not be exceeded without further authoriza- 
tion by the Commission. 

(E) The time within which the facilities shall be completed and placed in 
regular operation as provided by paragraph (b) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act, is hereby fixed at six months 
from the date on which this order issues. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G-17941 


ORDER FURTHER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued September 26, 1961) 


The Commission’s order issued July 24, 1959, in Docket No. G-17941 authorized 
Cities Service Gas Company, among other things, to acquire, develop and 
operate a new gas storage area in Elk County, Kansas, (Denton Storage Area), 
at an estimated cost of $4,336,000. 

On May 5, 1960, Cities Service filed a petition for an order amending the order 
of July 24, 1959, by vacating the authorization therein relating to the aforesaid 
Denton Storage Project. The petition states that Cities Service has been un- 
able to acquire upon reasonable terms and conditions enough necessary gas 
storage leases in the area to justify further efforts to develop the project, and, 
for the present, no further such efforts will be made. 

Public notice of the subject petition for amendment was published in the 


Federal Register on September 1, 1960 (25 FR 8391). No protests or petitions 
to intervene have been filed. 


The Commission finds: 


It is in the public interest and appropriate in carrying out the provisions 
of the Natural Gas Act to further amend the Commission’s order issued July 24, 
1959, in Docket No. G-17941, as hereinafter ordered. 


The Commission orders: 


(A) The Commission’s order issued July 24, 1959, in Docket No. G—17941 
granting a certificate of public convenience and necessity to Cities Service Gas 
Company, as amended, be and the same is hereby further amended hy vacating 
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the authorization therein relating to the proposed Denton Storage Project, and 
ordering paragraphs (G) and (H) of said order are hereby rescinded. 

(B) In all other respects, said order issued July 24, 1959, in Docket No. 
G-17941, as amended, shall remain unchanged and in full force and effect. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 





ARKANSAS POWER & LIGHT COMPANY, PROJECT NO. 271 







ORDER DENYING APPLICATION FOR AMENDMENT OF LICENSE ( MAJOR) 


(Issued September 26, 1961) 


On July 31, 1961, Arkansas Power & Light Company, of Little Rock, Arkansas, 
licensee for Project No. 271 on the Ouachita River in Arkansas, filed application 
to amend the amortization reserve provisions in Article 19 of the license. 

The license for Project No. 271 was issued to Caddo River Power and Irriga- 
tion Company for a period of fifty (50) years from February 7, 1923. Article 1 
of the license defined the “project” as consisting of three developments: the Car- 
penter development, designated Dam No. 1; the Blakely development, designated 
Dam No. 2; and the Remmel development, designated Dam No. 3. The Com- 
mission approved transfer of the license on April 14, 1923 to Arkansas Light & 
Power Company, and on February 1, 1927 the Commission approved its transfer 
to the present licensee, Arkansas Power & Light Company. The Remmel de 
velopment was completed and placed in operation by Arkansas Light & Power 
Company, and the Carpenter development was completed and placed in opera- 
tion by the present licensee. On January 9, 1947 the license for Project No. 271 
was amended “effective as of September 1, 1941, to exclude from said project 
the unconstructed Blakely development.” The amendment of January 9, 1947 
was made pursuant to Commission orders which were affirmed on review in 
Arkansas Power & Light Co. v. F.P.C., 125 F. 2d 982. 

By letters dated December 15, 1947 and October 3, 1960, the Commission 
advised the licensee that, upon mutual agreement between the licensee and the 
Commission, the amortization reserve article of the license for Project No. 271 
may be amended to include the license article then being used in new licenses, 
and Regulation 17 in effect when the license was issued would be eliminated 
from the license. The licensee states that an integral and inter-dependent 
part of its application for amendment to eliminate Regulation 17, is a revision of 
Article 19 “so as to make clear” that the amortization reserve provisions of 
the license becomes applicable to: (1) the Remmel development twenty years 
after it was placed in operation; and (2) the Carpenter development, twenty 
years after it was placed in operation.* The Remmel development was placed 
in operation on January 1, 1925. One-half of the Carpenter development was 








*Section 10(d) of the Federal Power Act provides: 

“(d) That after the first twenty years of operation, out of surplus earned thereafter, if 
any, accumulated in excess of a specified reasonable rate of return upon the net investment 
of a licensee in any project or projects under license, the licensee shall establish and main- 
tain amortization reserves, which reserves shall, in the discretion of the Commission, be 
held until the termination of the license or be applied from time to time in reduction of 
the net investment. Such specified rate of return and the proportion of such surplus 
earnings to be paid into and held in such reserves shall be set forth in the license.” 
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placed in operation on January 1, 1932, and the other half was placed in opera- 
tion on June 1, 1932. The licensee requests Commission action on its applica- 
tion, without a hearing, on the basis of the application and the data appearing 
in the Commission’s files. 

In its application for amendment, licensee states that had the management 
of the original licensee foreseen the consequences arising from accepting a single 
license covering several separable project parts, it would have pursued its 
original separate applications. Licensee also states that it should not be 
penalized because of this “historical accident,” involving an entirely different 
Company. 

The Commission, in issuing the license for Project No. 271 to the original 
licensee on February 7, 1923, made reference to the two pending applications, 
and concluded that they were for a single comprehensive project. Moreover, it 
appears that, at one time, the present licensee agreed with that conclusion. 
In the proceeding on its petition to review the Commission’s orders excluding 
the unconstructed Blakely development from the license, the present licensee 
stated (at page 2 of its brief in Arkansas Power & Light Company v. F.P.C., 
supra) that: “Petitioner is the present holder of a license issued by the Com- 
mission for the construction, maintenance, and operation of three hydroelectric 
developments which together comprise a single comprehensive project on the 
Ouachita River in the State of Arkansas.” It is not unusual for the Commis- 
sion to license two or more hydroelectric developments as parts of the single 
project. In some cases the Commission requires that an existing license be 
amended to include an additional development (e.g., Pacific Gas and Electric 
Co., 2 FPC 516, and in others the original license includes the several develop- 
ments (e.g., Duke Power Co., 20 FPC 360). 

The licensee further states that the legislative draftsmen and the Commission 
as constituted in 1921, as well as the electric utility industry, assumed that the 
amortization reserve provisions of Section 10(d) would have the most infre- 
quent application in the case of a properly regulated public utility. However 
that may be, it does not follow that the license for Project No. 271 should be 
amended as proposed by the licensee. In any event, the provisions of Section 
10(d) apply to the project defined in the license as distinguished from some 
specified part thereof. Consequently, the amortization reserve period can 
commence only once with respect to the project defined in the license for 
Project No. 271. 

In view of the fact that licensee has coupled its request for amendment, 
with a request that separate dates be fixed for the commencement of the amorti- 
zation reserve period for the Remmel and Carpenter developments of the project 
licensed as Project No. 271, the application will be denied. 


The Commission finds: 


It is necessary and appropriate in carrying out the provisions of the Federal 
Power Act that the aforesaid application for amendment of license for Project 
No. 271, be denied. 


The Commission orders: 


The aforesaid application for amendment of license be, and the same is, 
hereby denied. 
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Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 


THH WASHINGTON WATER POWER COMPANY, PROJECT NO. 2075 


ORDER APPROVING REVISED PROJECT EXHIBIT AND ADJUSTING AUTHORIZED INSTALLED 
CAPACITY 


(Issued September 26, 1961) 


On July 31, 1961, The Washington Water Power Company, licensee for 
major Project No. 2075, filed for Commission approval revised Exhibit M 
showing changes in the general description of the mechanical and electrical 
equipment of the project as built. 

The revised Exhibit M changes the nameplate rating of the four generators 
from 88,400 K.V.A. at .95 p.f. or 84,000 KW, to 88,400 K.V.A. at .80 pf. or 
70,720 KW, and the four Francis type turbines from 128,200 horsepower each 
to 137,500 horsepower, and the capacity of the gantry crane for handling 
equipment from 500 tons to 325 tons. 


The Commission finds: 


(1) Exhibit M (Revised) Page 1, received in the Commission on July 31, 
1961, conforms to the Commission’s rules and regulations and should be approved 
as part of the license for the project, and superseded Exhibit M (Revised) 
Page 1, filed on April 21, 1955 and now part of the license should be eliminated 
from the license—all as hereinafter provided. 

(2) The presently authorized installed capacity of the project for the pur- 
pose of computing the capacity component of the administrative annual charge 
is by this order decreased from 448,000 horsepower to 377,200 horsepower, 
and the annual charge for reimbursing the United States for the costs of 
administration of Part I of the Federal Power Act, based on such capacity, is 
reasonable as hereinafter provided. 


The Commission orders: 


(A) Exhibit M (Revised) Page 1, received in the Commission on July 31, 
1961, is approved as part of the license for Project No. 2075, and superseded 
Exhibit M (Revised) Page 1, filed on April 21, 1955, is eliminated from the 
license for the project. 

(B) Article 36 of the license for the project is changed, effective as of 
August 1, 1961, to show 377,200 horsepower as the authorized installed horse- 
power capacity of the project. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Federal Power Act and failure to file such an application shall consti- 
tute acceptance of this order. In the acknowledgment of the acceptance of this 
order, it shall be signed for the licensee and returned to the Commission within 
69 days from the date of its issuance. 
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Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 


DUKE POWER COMPANY, PROJECT NO. 2232 
ORDER APPROVING REVISED EXHIBIT L DRAWING 
(Issued October 2, 1961) 


On July 31, 1961, as supplemented on August 18, 1961, Duke Power Company, 
licensee for major Project No. 2232, filed for Commission approval a revised 
Exhibit L drawing which, if approved, would authorize the licensee to use the 
Cowans Ford development on the Catawba River, North Carolina, as a source 
of water for condenser cooling purposes in a future steam generating plant. 

According to the drawing, water would be passed through a combination 
intake and rack structure located at the base of the upstream side of the 
spillway, thence through a concrete conduit to the east bulkhead, and through 
three steel pipes extending through the east bulkhead. The water so-used 
would be returned to the project reservoir through a discharge structure near 
the end of the east abutment of the dam. 

The nonproject steam generating plant is planned for future construction 
by the licensee on the east bank of the Catawba River immediately downstream 
from the Cowans Ford dam. The quantity of water which the licensee 
estimates as being required for condenser cooling purposes is 2200 cfs, based 
on full load operation of an ultimate installation of 2,000,000 kw. Except for 
minor consumptive uses, this quantity of water, will, as stated above, be 
returned to the Cowans Ford reservoir. 

The Cowans Ford development is under construction and the licensee desires 
to install the facilities for condensing water concurrently with the construction 
of the project concrete dam structure. 

A representative of the Office of the Chief of Engineers, Department of the 
Army, has advised us that the proposed modifications are approved by that 
Office. 


The Commission finds: 


(1) The above-described proposed modifications will not affect the safety 
and adequacy of the Cowans Ford project structures. 

(2) The use of the reservoir as a source of condensing water in the steam- 
electric plant will result in a small loss in the power output of Project No. 
2232. However, such use will result in a saving in the cost of steam-electric 
generation which will more than offset the project power loss. Therefore, the 
Commission has no objection to the use of water from the project reservoir 
through a system of pipes as shown on Exhibit L (FPC No. 2232-61) ; Provided, 
appropriate credit is made to the annual project earnings as compensation for 
any loss in project generation resulting from use of water from the reservoir 
as condensing water in the steam-electric plant. 

(3) The following described revised Exhibit L drawing conforms to the 
Commission’s rules and regulations and should be approved as part of the 
license for the project, and superseded Exhibit L, sheet 8 (FPC No. 2232-43), 
now part of the license should be eliminated from the license—all as hereinafter 
provided : 

Exhibit L, sheet 8 (FPC No. 2232-61) entitled “Proposed Cowans Ford 
Development, Final Design—Plan & Profile.” 
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The Commission orders: 

The revised Exhibit L drawing described in finding (3) above is approved 
as part of the license for Project No. 2232, and the Exhibit L drawing described 
in the same finding as being superseded is eliminated from the license for the 
project. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-7008 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF DEBENTURES 
(Issued October 3, 1961) 


By order issued September 13, 1961, 26 FPC 485, in the above-entitled matter, 
the Commission authorized Gulf States Utilities Company (Applicant) to issue 
and sell at competitive bidding $15,000,000, principal amount of Debentures, due 
1981, subject among others, to the provisions set forth in paragraph (B) of that 
order, as follows: 

(B) The proposed issuance and sale of Debentures at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the 
requirements of Section 34.2(k)(3) of the Commission’s Regulations 
under the Federal Power Act relating to compliance with competitive 
bidding requirements, and Section 34.2(k)(4) of these Regulations 
relating to affiliation, and shall have either filed such amendments or 
shall have mailed them and advised the Commission by telephone and 
telegram as contemplated by Section 34.9 of the Regulations ; 

(ii) The Commission shall have approved the price to be received by 
Applicant for the Debentures and the coupon rate thereof by a further 
order. 

Applicant, on October 3, 1961, filed an amendment, pursuant to the require- 
ments of the afore-mentioned Commission order, setting forth, among other 
things, that it proposes to accept as providing the lowest cost of money to it the 
bid of Lehman Brothers to purchase the proposed issuance of $15,000,000, prin- 
cipal amount of Debentures, for the price of 100.181% of principal amount, with a 
coupon rate of 453%. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the Commission’s order issued September 13, 1961, in the above docket, 
and under the bid it proposes to accept for the Debentures, the price to be 
received therefor and the coupon rate thereof are reasonable. 

(2) The proposed issuance and sale of Debentures, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that servee, and is reasonably appropriate 
for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed Debentures and the 
coupon rate thereof under the bid referred to above are approved as reasonable. 
(B) The proposed issuance and sale of Debentures referred to above, upon the 
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terms and conditions and for the purposes specified in the application, as supple- 
mented by the amendment referred to above, are authorized, subject only to the 
provisions of paragraphs (A), (C), (D), and (E) of the Commission’s order 
issued September 13, 1961 in the above docket. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan and 
L. J. O’Connor, Jr. 










W. B. OSBORN, JR. (OPERATOR), ET AL., DOCKET NO. RI61-478 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING SUSPENSION PROCEEDING 


(Issued October 3, 1961) 


On March 31, 1961, W. B. Osborn, Jr. (Operator), et al., (Osborn), tendered 
for filing a contract with Colorado Interstate Gas Company (Colorado Inter- 
state) for sales of natural gas from the Hugoton Field, Kansas, subject to the 
jurisdiction of the Commission. This contract, entitled 221—A, provides a price 
of 12¢ per Mcf until February 1, 1967, with the rate thereafter to be set by 
negotiation. The filing was designated as Osborn’s FPC Gas Rate Schedule No. 
10, and was suspended in Docket No. RI61-478 until October 1, 1961, by order of 
the Commission issued April 28, 1961. On May 25, 1961, Osborn filed a motion to 
set aside the Commission’s suspension order, or in the alternative, to allow with- 
drawal of said schedule, and on July 7, 1961, 26 FPC 50, the Commission issued 
its order denying Osborn’s motion. Osborn then applied for reconsideration of 
denial and the application was denied by the Commission’s order issued August 
25, 1961, 26 FPC 437. 

On September 1, 1961, Osborn filed an Offer of Settlement and Motion to 
Terminate the above-designated suspension proceeding. The settlement terms 
set forth in said Offer provide for a rate of 11¢ per Mcf from May 1, 1961, to and 
including December 31, 1962. The Offer states “that until said date Osborn 
waives the contractual price of 12¢ per Mcf.” Osborn submits several reasons in 
support of its Offer: (1) “The more stringent provision[s]” relating to Colorado 
Interstate’s obligation to take gas have been deleted; (2) 221—-A Contract con- 
tains no escalation provisions; and (3) the 11¢ per Mef price is “far below the 
prevailing market price for Hugoton gas.” Finally, Osborn contends that its 
Offer of Settlement “is substantially the same and [involves] substantially the 
same facts as approved by the Commission in Columbian Fuel Corporation, 
Docket No. G—20578.” * 

The Offer states that any dispute previously existing between Osborn and 
Colorado Interstate arising out of the Supreme Court’s invalidation of the Kansas 
State minimum price order* has been settled and that an agreement reflecting 
such settlement has been filed with the Commission.* Osborn indicates, more- 
over, that it has been orally advised by Colorado Interstate that the latter has no 
objection to Commission approval of the settlement presently being considered. 

It is not necessary to determine the validity of the foregoing arguments pre- 
sented by Osborn. In view of the fact that the Offer of Settlement under con- 













































1 See the Commission’s order issued April 26, 1960, in Docket No. G—20578, 23 FPC 630. 
2Order of the State Corporation Commission of the State of Kansas, Docket No. 

44,079-C (C-—3216), Conservation Division, entered December 2, 1953; Held unconstitu- 

tional in Cities Service Gas Company v. State Corporation of Kansas, et al., 355 U.S. 391 

(1958). 

3 See Osborn’s filing tendered March 20, 1961, in Docket No. RI61-478. 
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sideration proposes a rate within the applicable area price level as set forth 
in the Commission’s Statement of General Policy No. 61-1, as amended,‘ settle- 
ment of the issues discussed in part above, and termination of the suspension 
proceedings in Docket No. RI61-478 appear to be in the public interest and should 
be granted, subject to the provisions hereinafter set forth. 


The Commission orders : 


(A) Osborn’s Offer of Settlement tendered September 1, 1961, in Docket No. 
RI61-478 is hereby approved and the rate of 11¢ per Mcf proposed therein is 
allowed to become effective as of the date of issuance of this order.’ 

(B) The proceeding in Docket No. RI61-478 is hereby terminated, subject to 
the conditions in ordering paragraph (C) below. 

(C) Within thirty (30) days from the date of issuance of this order, Osborn 
shall execute with Colorado Interstate Gas Company and shall file with the 
Commission an amendatory agreement providing for a rate of 11.0¢ per Mcf at 
a pressure base of 14.65 psia under its filing designated W. B. Osborn, Jr. (Oper- 
ator), et al. FPC Gas Rate Schedule No. 10 for the period from the date of 
issuance of this order to and including December 31, 1962, together with a 
statement showing sales and billing for the 12 months’ service in sufficient 
detail to show billing determinants and prices used. 

(D) Nothing in this order or the Commission’s approval of Osborn’s offer 
shall be deemed as a prospective acceptance or approval of any rate other than 
the 11¢ rate set forth therein, nor does this order obviate the Commission’s re- 
quirements under Section 154.94 of the Regulations under the Natural Gas Act 
with regard to the filing of any change in rate that may hereafter be proposed. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NO. CP62-22 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued October 5, 1961) 


On July 26, 1961, Michigan Wisconsin Pipe Line Company (Applicant) filed 
an application in Docket No. CP62-22, pursuant to Section 7(c) of the Natural 
Gas Act, for a certificate of public convenience and necessity seeking authoriza- 
tion to construct and operate a meter station and appurtenant facilities necessary 
to establish a new delivery point for Wisconsin Public Service Corporation 
(Public Service), an existing customer. The purpose of the proposal is to enable 
Public Service to render natural gas service to the Wisconsin Boys School, a 
public institution of the State of Wisconsin presently under construction in 
Mitchell Township, Sheboygan County, Wisconsin. 

The application shows that the third year peak day and annual requirements 
of the Wisconsin Boys School are estimated at 453 Mcf and 58,460 Mcf, re- 
spectively. Applicant states that no allocation of additional gas will be required ; 
therefore, any authorization granted herein does not increase volumes of gas Ap- 
plicant is presently authorized to deliver to Public Service. 


“The applicable price level for the area in question as set forth in the Commission's 
Statement of General Policy No. 61-1 is 11¢ per Mcf. 
5 Osborn’s Offer proposed an effective date of May 1, 1961. 
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The estimated cost of construction of the proposed facilities is $20,494, which 
cost will be financed from funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
September 28, 1961, respecting the matters involved in and the issues presented 
by the application herein. On August 7, 1961, Wisconsin Public Service Corpora- 
tion filed a petition to intervene; however, on September 25, 1961, said petition 
was withdrawn. No petition to intervene in opposition or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 





(1) Applicant, Michigan Wisconsin Pipe Line Company, a Delaware corpo- 
ration having its principal place of business in Detroit, Michigan, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of July 14, 1950, in Docket No. G-1302 (9 FPC 
167). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion and the construction and operation thereof by Applicant are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) the construction and operation of the proposed facilities and the proposed 
sale of natural gas by Applicant are required by the public convenience and 
necessity and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (ce) (3), (c)(4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to the 
exercise of the rights granted thereunder, and that the construction of the facili- 
ties authorized by this order shall be completed and placed in actual operation 
within 12 months from the date on which this order issues. 

(6) The certificate hereinafter issued to Applicant should be conditioned upon 
Public Service obtaining appropriate authorization from the Wisconsin Public 
Service Commission to render natural gas service to the Wisconsin Boys School. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 









The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, Michigan Wisconsin Pipe Line Company, 
to construct and operate the proposed facilities and to sell and deliver natural 
gas, as hereinbefore described, all as more fully described in the application here- 
in upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
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in paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within 12 months from the date on 
which this order issues. 

(D) The certificate issued to Applicant in paragraph (A) above is hereby con- 
ditioned upon Public Service obtaining appropriate authorization from the Wis- 
consin Public Service Commission to render natural gas service to the Wisconsir 
Boys School. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


NORTHERN NATURAL GAS COMPANY, DOCKET NOS. CP61-190 AND 
G-13875 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued October 5, 1961) 


Northern Natural Gas Company (Northern), a Delaware corporation with 
principal place of business at 2223 Dodge Street, Omaha 1, Nebraska, filed in 
Docket No. CP61-190 on January 16, 1961, as amended April 4, 1961 and May 29, 
1961, an application for a certificate of public convenience and necessity, pur- 
suant to Section 7(c) of the Natural Gas Act, authorizing Northern to construct 
and operate pipeline and storage facilities and to sell and deliver additional gas 
to its existing customers to meet their increased requirements for the 1961-62 
heating season, subject to the jurisdiction of the Commission, as more fully 
represented in the application. 

On December 10, 1957, Northern filed an application in Docket No. G—13875, 
requesting authorization to increase the gas inventory and to construct and oper- 
ate facilities necessary for large-scale testing of the Mt. Simon formation in its 
Redfield, Iowa, underground storage field. Northern filed amendments to this 
application on June 2, 1958, February 12, 1959, July 6, 1959 and May 6, 1960. 
On July 10, 1958, Northern was granted temporary authority to conduct testing 
of the Mt. Simon Reservoir but the inventory was limited to eight billion cubic 
feet. Northern’s gas inventory in the Mt. Simon Reservoir was subsequently 
raised or affected by other temporary certificates dated April 14, 1959, July 31, 
1959, October 2, 1959 and August 11, 1960. The temporary certificate issued 
August 11, 1960, authorized Northern to increase the maximum inventory of the 
Mt. Simon Reservoir to its present ceiling of 45 billion cubic feet and to install 
2,000 horsepower of additional compressor facilities at Redfield. The only ac- 
tion remaining to be taken in Docket No. G—13875 is the permanent certification 
of the 2,000 horsepower of compressor facilities already constructed by Northern 
pursuant to the temporary authorization issued August 11, 1960. 

In its application in Docket No. CP61-190, Northern proposes to construct 
and operate certain pipeline and storage facilities, as hereinafter described, 
and to sell for resale’ in interstate commerce an additional contract demand 
volume totaling 12,565 Mcf?* of gas per day to its existing customers to satisfy 


1Except 280 Mcf of gas needed by Northern’s Peoples Division for use in meeting 
increased requirements of the Argus System. 

2Prior to amendment, Northern’s application sought authority to serve 18,595 Mcf of 
increased requirements, but thereafter two customers canceled their nominations entirely 
and two others greatly reduced their nominations, so that the original increase sought of 
18,595 Mcf had to be reduced by 6,030 Mcf to a total increase of 12,565 Mcf. 
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increased requirements anticipated and nominated by such customers for the 
1961-62 heating season, as set forth in the following tabulation : 


Increases 


Requested 
Customers Desiring Increases for 1961-62 


Central Natural Gas Company 

Guthrie Center, Iowa, City of. 

Iowa Electric Light & Power Company 

lowa-tinois Gas & Tlecisie Company a ccc nn 
Kansas Power & Light Company. 

Lyons, Nebraska, Town of 

Minnesota Valley Natural Gas Company 

Nebraska Natural Gas Company 

UO Ts re in oh hitter cee hnneeene 
Northern States Power Company (Minnesota) 

Omaha, Nebraska, M.U.D 

Owatonna, Minnesota, M.P.U 

Sanborn, Iowa, Town of 

Sioux Center, Iowa, Town of 

Peoples Natural Gas Division, Argus System 


Total increases desired 
*Parentheses denote decreases in amount of gas needed for the 1961-62 heating season. 


Northern seeks permanent authorization to operate the Mt. Simon Reservoir of 
its Redfield Storage Field to supply up to 89,005 Mcf of the contract demand 
requirements of its customers, that is, the above-mentioned 12,565 Mcf of in- 
creased peak daily requirements desired by its existing customers for the 1961-62 
heating season and 76,720 Mcf of the full 212,674 Mcf of third-year requirements 
of the communities authorized for service in the order accompanying Opinion 
No. 324, issued July 31, 1959, in Northern Natural Gas Company, et al., Docket 
Nos. G-17485, et al., 22 FPC 164, as amended August 26, 1960, 24 FPC 341. 
Northern also requests that the present Mt. Simon gas inventory restriction 
of 45 billion cubic feet be raised to 56 billion cubic feet so that Northern can 
maintain injections into the Mt. Simon Reservoir throughout the “injection 
season” and have sufficient gas in the reservoir at the end of the heating season 
to permit further testing of the potential withdrawal rates which may be 
achieved solely from the Mt. Simon formation.’ 

In order to utilize the Mt. Simon Reservoir to the extent proposed in Docket 
No. CP61-190, Northern requests authority herein to construct and operate 
an additional 1,500 horsepower of compressor facilities at Redfield. The only 
additional pipeline facilities required to supply the 12,565 Mcf increase in con- 
tract demand desired by existing customers for the 1961-62 heating season 
consist of 1.4 miles of three-inch loop of the existing branch line used for service 
to State Center, Iowa. 

The total cost of all proposed facilities in Docket No, CP61-190, including 
interest and overheads, is $482,600 of which $18,600 will be used to construct 
the branch-line loop and the remaining $464,000 will be used to construct the addi- 


* The Mt. Simon formation lies below the St. Peter and Elgin formations. The use of 
the Mt. Simon Reservoir to supply up to 89,005 Mcf per day of contract demand will be 
storage capacity in addition to the authorization received by Northern in the order accom- 
panying Opinion No. 345, issued June 28, 1961, in Northern Natural Gas Company, et al., 
Docket No. G—20570, et al., 25 FPC 1234, which permits Northern to supply up to 100,000 
Mcf per day of contract demand from the St. Peter-Elgin Reservoir. 
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tional compressor facilities. Northern expects to finance the proposed project 
out of cash on hand and cash generated from operations. 

The additional proposed service will not appreciably affect Northern’s gas 
supply and deliverability life. 

The 250 Mcf of additional contract demand requested by Minnesota Valley 
Natural Gas Company, supra, is needed for rendering firm service to the Amer- 
ican-Wheaton Glass Corporation at Shakopee, Minnesota. No additional facil- 
ities are required to deliver the increased contract demand to Minnesota Valley 
for resale to the American-Wheaton Corporation because Northern will be able 
to utilize existing connections for such service. Northern states that it is 
requesting a certificate to initiate firm service to American-Wheaton pursuant 
to the provisions of its FPC Gas Tariff which requires certificate authorization 
for rendering firm service to large-volume consumers. 

Northern avers that utilization of Redfield storage for supplying up to 189,005 
Mcf per day as requested herein and authorized in Opinion No. 345, supra, will 
not only permit it to serve the increased requirements of its customers for the 
1961-62 heating season but will also enable it to eliminate approximately 13 
million dollars of main-line facilities heretofore certificated in Opinion Nos. 324 
and 345, supra.‘ Northern states that if it is certified to render the service 
proposed herein, it will thereafter make appropriate filings requesting amend- 
ment of the orders acompanying Opinion Nos. 324 and 345 so as to reflect 
elimination of the main-line facilities heretofore authorized but now obviated by 
the proposed utilization of Redfield storage to supply up to 189,005 Mcf per day 
of contract demand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
September 27, 1961, respecting the matters involved in and the issues presented 
by the applications. A petition to intervene indicating opposition to the granting 
of the applications herein was filed by the Village of Circle Pines, Minnesota, on 
September 1, 1961, but was thereafter withdrawn by letter filed September 18, 
1961. A protest was filed by Minnesota Valley Natural Gas Company in Docket 
No. G—13875 on July 29, 1958, but was withdrawn by letter filed August 9, 1961. 
Several of Northern’s customers’ filed petitions to intervene in support of the 
granting of the applications. The disposition of the applications evidenced by 
this order makes it unnecessary to take separate action regarding these support- 
ing petitions to intervene. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 
decision herein pursuant to Section 1.30 (c)(1) of the Commission’s Rules of 
Practice and Procedure. 











































The Commission finds: 


(1) The Applicant, Northern Natural Gas Company, is engaged in the trans- 
portation of natural gas in interstate commerce and the sale in interstate com- 
merce of such gas for resale, and therefore is a “natural-gas company” within 
the meaning of the Natural Gas Act and subject to the provisions thereof as 
heretofore found by the Commission in its order of April 6, 1943, in Docket No. 
G-280, 3 FPC 967. 















*The certificates issued to Northern herein increase its system salable capacity by 
12,565 Mcf above the 1,727,933 Mcf of system salable capacity certificated by the Com- 
mission in Opinion No. 345, supra. [See examiner’s decision issued March 29, 1961, in 
Docket No. G—20570, et al., 25 FPC 1246 at 1248.] 

SIowa Power and Light Company, Iowa Public Service Company, Metropolitan Utilities 


District of Omaha, Minnesota Valley Natural Gas Company and Northern States Power 
Company (Minnesota). 










560 FEDERAL POWER COMMISSION 


(2) The facilities proposed to be constructed, as hereinbefore described and 
as more fully described in the applications, as amended, are proposed to be 
used for the transportation and sale for resale of natural gus in interstate 
commerce, subject to the jurisdiction of the Commission, as an integral part of 
Northern’s existing pipeline system, and therefore, are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Northern is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation by Northern of the facilities described 
in paragraph (2) hereof are required by the public convenience and necessity, 
and therefore, Northern’s request for a certificate of public convenience and 
necessity should be granted and Northern should be authorized to perform the 
aforesaid acts, operations and service as hereinafter ordered and conditioned. 

(5) The request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(ec) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued to 
Northern in Docket No. CP61-190 authorizing Northern to construct and oper- 
ate the facilities described in the application, as amended, for the transporta- 
tion and sale in interstate commerce of the increased requirements, totaling 12,- 
565 Mcf of contract demand per day, of Northern’s customers for the 1961-62 
heating season, including initiation of the proposed firm service to American- 
Wheaton Glass Corporation, subject to the jurisdiction of the Commission and 
upon the terms and conditions of this order. 

(B) The certificate issued in paragraph (A) hereof includes permanent 
authority to increase the maximum inventory of natural gas in the Mt. Simon 
Reservoir of Northern’s Redfield, Iowa, underground storage to 56 billion cubic 
feet and to supply up to 89,005 Mcf per day of contract demand from the Mt. 
Simon Reservoir. 

(C) A certificate of public convenience and necessity is hereby issued to 
Northern in Docket No. G-13875 permanently authorizing the construction and 
operation of the 2,000 horsepower of compressor facilities heretofore constructed 
by Northern pursuant to temporary authority issued August 11, 1960, in Docket 
No. G—13875, subject to the jurisdiction of the Commission and upon the terms 
and conditions of this order. 

(D) Northern shall continue to furnish the reports heretofore required with 
respect to Redfield Storage. 

(E) There shall attach to the issuance of the certificates granted in para- 
graphs (A) and (C) hereof, and to the exercise of the rights granted there- 
under, the general conditions applicable to certificates set forth in subsections 
(a), (ce) (3), (c) (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act. 

(F) The construction of the facilities authorized in paragraphs (A) and (C) 
hereof shall be completed and placed in actual operation by Northern, and the 
operation and service also authorized by said paragraphs shall be actually un- 
dertaken and regularly performed by Northern within 5 months from the date of 
issuance of this order. 





FEDERAL POWER COMMISSION 561 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuyken- 
dall, Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


PAN AMERICAN PETROLEUM CORPORATION, DOCKET NO. RI62-71 


ORDER PROVIDING FOR HEARING ON AND SUSPENSION OF PROPOSED CHANGE IN RATE 
AND ALLOWING RATE TO BECOME EFFECTIVE SUBJECT TO REFUND 


(Issued October 5, 1961) 


On September 5, 1961, Pan American Petroleum Corporation (Pan American) 
submitted for filing an instrument of an assignment by which Pan American 
acquired the one-third interest of J. S. Michael in gas producing properties in 
the La Sal Vieja Field, Willacy County, Texas District No. 4, dedicated under 
a contract with Tennessee Gas Transmission Company dated August 1, 1952. 
This instrument of assignment which has been designated as Supplement No. 5 
to Pan American’s FPC Gas Rate Schedule No. 12,‘ represents an increase 
from 12.12268¢ to 17.24347¢ per Mcf at a pressure base of 14.65 psia, and re- 
flects an annual increase of $52,146. The proposed rate exceeds the applicable 
rate level as set forth in the Commission’s Statement of General Policy No. 
61-1. 

The increased rates and charges so proposed may be unjust, unreasonable, 
unduly discriminatory, or preferential, or otherwise unlawful. 


The Commission finds: 


(1) It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that the Commission enter upon 
a hearing concerning the lawfulness of the above-described rate and that the 
above-designated rate supplement be suspended and the use thereof deferred 
as hereinafter ordered. 


The Commission orders: 


(A) Pursuant to the authority of the Natural Gas Act, particularly Sections 4 
and 15 thereof, the Commission’s Rules of Practice and Procedure, and the 
Regulations under the Natural Gas Act (18 CFR, Chapter I), a public hearing 
shall be held upon the date to be fixed by notice from the Secretary concerning 
the lawfulness of the above-described rate contained in Pan American’s Rate 
Schedule No. 12 and Supplement No. 5 thereto. 

(B) Pending hearing and decision thereon, the above-described Supplement 
No. 5 is suspended and the use thereof deferred until October 7, 1961, and until 
such time as it is made effective in the manner prescribed by the Natural Gas 
Act: Provided, however, that Pan American’s said Supplement No. 5 shall be- 
come effective October 7, 1961, if within 20 days from the date of issuance of 
this order, Pan American shall execute and file in this proceeding an agreement 
and undertaking to comply with the refunding and reporting procedures re- 
quired by the Natural Gas Act and Section 154.102 of the Regulations there- 
under, accompanied by a certificate showing service of the copies thereof upon 


1 Rate Schedule No. 12 is designated as Pan American Petroleum Corporation (Operator), 
et al., in Docket Nos. G-19481 and RI60—300, to cover the interest of Socony Mobil Oil 
Company, Inc., successor to Magnolia Petroleum Company, which owns }4 interest in said 
properties. 


693—488—-64——38 
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all purchasers under the rate schedule involved. Unless Pan American is ad- 
vised to the contrary within 15 days after the filing of such agreement and 
undertaking, the agreement and undertaking shall be deemed to have been 
accepted. 

(C) Neither the supplement hereby suspended, nor the rate schedule sought 
to be altered thereby, shall be changed until this proceeding has been disposed 
of or until the period of suspension has expired, unless otherwise ordered by 
the Commission. 

(D) Notices of intervention or petitions to intervene may be filed with the 
Federal Power Commission, Washington 25, D.C., in accordance with the Rules 
of Practice and Procedure (18 CFR 1.8 and 1.87(f) on or before November 
20, 1961. 

Commissioner Kuykendall, dissenting, stated that he would advise Pan Ameri- 
can that the interest of J. S. Michael is deemed to have been included in the 
prior filing made by Pan American under Supplements Nos. 3 and 4 to its Rate 
Schedule No. 12 which was suspended by the Commission in Docket Nos. 
G-19481 and RI60-300. 

Commissioner Ross not participating. 





Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 



























SACRAMENTO MUNICIPAL UTILITY DISTRICT, PROJECT NO. 2101 
ORDER FURTHER AMENDING LICENSE (MAJOR) 


(Issued October 5, 1961) 





Application was filed February 9, 1961, by Sacramento Municipal Utility Dis- 
trict, licensee for major Project No. 2101—located on the Rubicon River and 
tributaries, Silver Creek and tributaries, and South Fork of the American 
River, in El Dorado County, California, and affecting lands of the United States 
within Eldorado National Forest—for further amendment of the license for 
the project. 

The application would amend the license to: (1) enlarge the Loon Lake dam 
and change it from rockfill with concrete face to rockfill with impervious core; 
(2) redesign the spillway to increase its crest length from 100 feet to 250 feet; 
(3) increase the capacity of Loon Lake reservoir by 28,500 acre-feet (from 
48,000 acre-feet to 76,500 acre-feet) by raising the normal water surface eleva- 
tion by 18.5 feet (from elevation 6391.5 to elevation 6410); and (4) increase 
the tentative project area for the reservoir to 1,866 acres of which 311 acres 
are patented land and 1,555 acres are lands of the United States within Eldorado 
National Forest. 

The licensee has suggested that we defer final action respecting the fixing 
of the proposed project boundary to a later date as we did with respect to the 
project boundaries of Ice House and Union Valley reservoirs of this project. 

The application for amendment points out that enlargement of Loon Lake 
reservoir will allow the licensee to control more adequately the runoff of the 
contributory watershed, to conserve water which otherwise would be wasted 
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in years with above-normal runoff, and is part of the licensee’s over-all plan 
to increase the capacities of project power plants. 

An Assistant Secretary of the Interior, in reporting on the application, recom- 
mended inclusion in the license of conditions which would require the licensee 
to: (1) restrict changes in Loon Lake releases to Gerle Creek so as to limit 
the increase or decrease in stream levels to three inches in any one hour and 
to one foot in any six hours; (2) prevent damage to or change fish and wildlife 
habitat, as far as reasonably possible, as a result of construction or operation 
of Loon Lake dam; and (3) notify the Regional Director, Region Four, Na- 
tional Park Service, of the proposed construction of Loon Lake dam so that the 
Service and the licensee may negotiate with respect to undertaking archeological 
survey and salvage operations prior to the reservoir enlargement—to be financed 
by the licensee in an amount not to exceed $2,000. 

The Director, Department of Fish and Game, State of California, has advised 
that while the increased size of Loon Lake reservoir should not have any 
significant net effect on wildlife, fluctuations in reservoir and creek levels could 
have detrimental effects on fish life, and recommended for inclusion in the 
license conditions essentially the same as the Assistant Secretary of the In- 
terior’s recommended conditions (1) and (2) above. 

An Assistant Secretary of Agriculture, in reporting on the application recom- 
mended inclusion in the license of conditions which would: (1) establish the 
project boundary around Loon Lake as shown on Exhibit K-7 (FPC No. 2101- 
134), filed as part of the application for amendment; (2) require the licensee 
to build three miles of drift fence along the southerly and easterly sides of 
Loon Lake and to provide a cattleguard at entrance to recreation area on main 
access roads; and (3) require the licensee to enter into a cooperative agreement 
with El Dorado County, Michigan-California Lumber Company, and the Forest 
Service, for extension of the Eastside Road to Loon Lake. 

With its letter to us dated June 16, 1961, the licensee enclosed a conformed 
copy of an agreement executed June 5, 1961, by the parties, as contemplated 
by the Assistant Secretary of Agriculture’s above-mentioned recommended con- 
dition (3). By letter dated August 11, 1961, the Assistant Secretary suggested 
that the amendment of license herein being considered should expressly reserve 
the right of the Commission, upon the advice of the Forest Service that there 
is need for a bridge crossing, to direct the licensee to provide a bridge crossing 
of the spillway in accordance with Article 34 of the license. 

Pursuant to such article, the licensee has agreed to construct a road across 
the crests of Loon Lake, Union Valley and Ice House Dams, including the 
crossings of spillways. Since bridge across Loon Lake spillway is part of the 
roadway, the requirements of Article 34 remain operative with respect to the 
proposed bridge crossing of the Loon Lake spillway at any time an order there- 
for is issued by the Commission upon the advice of the Forest Service that such 
crossing is necessary. 


The Commission finds: 


(1) The license, further amended as hereinafter ordered, will not interfere 


or be inconsistent with the purposes for which Eldorado National Forest was 
created or acquired. 


(2) The following described exhibits, designated “Upper American River 
Project”, filed as part of the application conform to the Commission’s rules and 
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regulations and should be approved as part of the license as hereinafter 
provided : 










FPC—No. 
Exhibit 2101- Title 


K-7 134 ‘Loon Lake Reservoir—General Arrangement—Plan”’, insofar 
as it shows the location of Loon Lake dam, auxiliary dam, 
dike, and reservoir; 






L-78 139 ‘Loon Lake—Main Dam—General Arrangement—Plan, Pro- 
file, & Sections’’; 

L-79 140 “Loon Lake—Outlet Works—General Arrangement—Plan, 
Profile, & Sections; 

L-80 141 ‘Loon Lake—Auxiliary Dam—General Arrangement— Plan 
Profile, & Sections’; 

L-81 142 “Loon Lake—Dike—General Arrangement—Plan Profile, & 











Sections’’. 


(3) The last four exhibits described above supersede Exhibits L-1 and L-9 
(FPO Nos. 2101-7 and -15, respectively), insofar as the latter refer to Loon 
Lake Dams and Reservoir, which are now part of the license, and these ex- 
hibits should be revised by the staff to eliminate therefrom all reference to Loon 
Lake Dam and Reservoir, and as so-revised should be approved as part of the 
license as hereinafter provided. 






























The Conmnission orders: 





(A) The exhibits described in finding (2) above are approved as part of the 
license for Project No. 2101. 

(B) The exhibits referred to in finding (3) above as presently part of the 
license for the project, revised so as to eliminate therefrom all reference to 
Loon Lake Dams and Reservoir, are approved as part of the license for the 
project. 

(C) The license for Project No. 2101, as amended, is further amended, effective 
as of June 1, 1961, as follows: 

PARAGRAPH I. Subparagraph 7 of paragraph (2)(b) of the license is 
amended to read as follows: 

7. A rock-fill dam with impervious core, designated Loon Lake Dam, approxi- 
mately 2,265 feet long and about 105 feet high above streambed with a side- 
channel spillway and ogee weir about 250 feet long on the right bank, an earth- 
fill auxiliary dam approximately 910 feet long and about 82 feet high and a 
dike creating a reservoir with storage capacity of about 76,500 acre-feet at 
maximum normal water surface elevation of 6410 feet, and project access roads 
with 66-foot wide right-of-way extending from the northern terminus of the 
Eastside Road in NE% of Section 3, T. 12 N., R. 14 E., Mout Diablo Base 
Meridian, to the vicinity of the southernmost bay of Loon Lake Reservoir thence 
around the west side of the reservoir, across the auxiliary dam to and across 
Loon Lake Dam; 

PARAGRAPH II. The license for the project, as amended, is further amended 
to include therein the following additional conditions, designated as Articles 
51, 52, 58 and 54: 

Article 51. The Licensee shall, insofar as it is reasonably possible, prevent 
damages to or change of fish and wildlife habitat as a result of construction or 
operation of Loon Lake Dam. 
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Article 52. The Licensee shall notify the Regional Director, Region Four, 
National Park Service, San Francisco, California, of the construction of Loon 
Lake Dam in order that the National Park Service may negotiate with the 
Licensee for the purpose of undertaking archeological survey and salvage ex- 
cavations, to be financed by the Licensee in an amount not to exceed $2,000, 
prior to enlargement of the reservoir. 

Article 53. The Commission specifically reserves the right to determine at a 
later date limitations on the rate of increase or decrease of releases from Loon 
Lake Reservoir into Gerle Creek below Loon Lake Dam. 

Article 54. The Licensee shall construct approximately three miles of stand- 
ard drift fence along the southerly and easterly sides of Loon Lake Reservoir 
to exclude livestock from the recreation area. The Licensee shall also construct 
a cattleguard at the entrance to the recreation area on the main access road. 
Both the fence and the cattleguard shall be constructed to a standard, and in a 
location, satisfactory to the Commission upon recommendation of the Forest 
Service. 

(D) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute 
a waiver of any other part, provision or condition of the license as heretofore 
amended. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute accept- 
ance of this amendment of license. In acknowledgment of the acceptance of 
this amendment of license, it shall be signed for the licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 


3efore Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


CENTRAL HUDSON GAS AND ELECTRIC CORPORATION, DOCKET NO. 
CP61-295 ; THE CITY OF BOLIVAR, TENNESSEE, DOCKET NO. CP61-307 ; 
THE BERKSHIRE GAS COMPANY, BLACKSTONE VALLEY GAS AND 
ELECTRIC COMPANY, THE BRIDGEPORT GAS COMPANY, CENTRAL 
MASSACHUSETTS GAS COMPANY, CONCORD NATURAL GAS CORPORA- 
TION, THE CONNECTICUT GAS COMPANY, FITCHBURG GAS AND 
ELECTRIC LIGHT COMPANY, GAS SERVICE, INC., THE GREENWICH 
GAS COMPANY, THE HARTFORD ELECTRIC LIGHT COMPANY, HAVER- 
HILL GAS COMPANY, CITY OF HOLYOKE, MASSACHUSETTS GAS AND 
ELECTRIC DEPARTMENT, LAWRENCE GAS COMPANY, LOWELL GAS 
COMPANY, LYNN GAS COMPANY, MANCHESTER GAS COMPANY, THE 
NEW BRITAIN GAS LIGHT COMPANY, NORTH SHORE GAS COMPANY, 
NORTHAMPTON GAS LIGHT COMPANY, SPRINGFIELD GAS LIGHT 
COMPANY, WACHUSETT GAS COMPANY, CITY OF WESTFIELD GAS 
AND ELECTRIC LIGHT DEPARTMENT, WORCESTER GAS LIGHT COM- 
PANY, DOCKET NO. CP61-309; NEW YORK STATE ELECTRIC & GAS 
CORPORATION, DOCKET NO. CP61-310; THE CITIES OF BOONEVILLE 
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AND BALDWYN, MISSISSIPPI, DOCKET NO. CP61-314; NASHVILLE GAS 
COMPANY, DOCKET NO. CP61-315; THE CITY OF PORTLAND, TENNES- 
SEE, DOCKET NO. CP61-316; THE HUMPHREYS COUNTY UTILITY DIS- 
TRICT, DOCKET NO. CP61-317 ; THE TOWN OF WALNUT, MISSISSIPPI, 
DOCKET NO. CP61-318; CITY OF SAVANNAH, TENNESSEE PUBLIC 
UTILITIES, DOCKET NO. CP61-319; CITY OF SPRINGFIELD, TENNES- 
SEE, DOCKET NO. CP61-320; THE CITY OF HOLLY SPRINGS, MISSIS- 
SIPPI, DOCKET NO. CP61-321; IROQUOIS GAS CORPORATION, DOCKET 
NO. CP61-322; CITY OF RIPLEY, MISSISSIPPI, DOCKET NO. CP61-323 ; 
CITY OF BATESVILLE, MISSISSIPPI, DOCKET NO. CP61-324 ; PENNSYL- 
VANIA GAS & WATER COMPANY, DOCKET NO. CP61-325; CITY OF 
OLIVE HILL, KENTUCKY, DOCKET NO. CP61-326; PENNSYLVANIA GAS 
COMPANY, DOCKET NO. CP61-327; CITY OF GRAYSON, KENTUCKY, 
DOCKET NO. CP61-329; ORANGE & ROCKLAND UTILITIES, INC., 
DOCKET NO. CP61-333 ; WESTERN KENTUCKY GAS COMPANY, DOCKET 
NO. CP61-335; CLARKSVILLE GAS DEPARTMENT, CLARKSVILLE, 


TENNESSED, DOCKET NO. CP61-338 ; DELTA NATURAL GAS COMPANY 
INC., DOCKET NO. CP61-340. 


FINDINGS AND ORDERS DIRECTING SALES AND DELIVERY OF NATURAL GAS 
(Issued October 6, 1961) 


In May and June 1961 the above-captioned Applicants filed applications 
pursuant to Section 7(a) of the Natural Gas Act requesting that the Commission 
issue an order directing Tennessee Gas Transmission Company (Tennessee) to 
sell and deliver to the respective Applicants certain volumes of natural gas in 
excess of those that Tennessee is presently authorized to deliver. In the pro- 
ceedings entitled Berkshire Gas Company, et al., Docket No. CP61-—74, this Com- 
mission directed Tennessee to sell and deliver additional quantities of natural 
gas for a period of one year to 35 of the 45 above-named Applicants in accord- 
ance with 7(a) applications filed by them in September and October 1960.* 

The various Section 7(a) Applicants all seek a continuation of the interim 
service authorized on November 30, 1960, in Docket No. CP61-74, et al., with 
eertain variations. Most of the Applicants have requested that the interim 
volumes authorized in Docket No. CP61-74, et al., be increased. The following 
tabulation shows the long-term volumes presently authorized; the one-year 
volumes authorized on November 30, 1960, in Docket No. CP61-74, et al., for 


the 1960-1961 winter and the additional volumes requested in the instant 
applications : 


1The authority to sell this additional gas to the Applicants will expire on November 30, 
1961. 
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|Maximum daily authorization (Mef at 14.73 psia) 
Presently | Interim | Volumes | Total long- 
authorized | volumes applied | term and 
| long-term | authorized for in } subject re- 
maximum |docket Nos.| subject | quests for 
contract | CP61-74, appli- | 1961-62 
quantity et al. cations | winter 
(1) The Berkshire Gas Company: > ee a te 
North Adams. - 3,150 1,350 1, 650 | 4, 800 
Pittsfield... . 4, 235 | 2,173 2,7 7,019 
Greenfield _....... Fee Poctwanseuned 771 | 2, 250 
(2) The Bridgeport Gas Comp: 22, 338 6, 295 4,182 26, 520 
(3) Concord Natural Gas Corporation...............-- 2, 369 210 836 | 3, 205 
(4) The Connecticut Gas Compnay: 
a halaiica acai adh otc tenthiteheiipiaantaiidashpnanbeniisiiile 1, 895 505 655 2, 550 
WE aekkwnes 608 122 659 1, 267 
Derby-Danbury. 6, 936 3, 344 4,119 11, 055 
NO a 3,035 185 508 | 3, 543 
(5) Fitchburg Gas and Electric Light Company. -- -.-.- 3, 672 893 1,337 5, 009 
OR, Re EN 3,950 332 1,016 4, 966 
(7) The Greenwich Gas Company. --..-..--.-.-.-.---- 6, 765 2,271 2, 840 9, 605 
(8) The Hartford Electric Light Company: 
ST tih.alniccnenlanndgdaadbsindmannduntioene 9, 078 1,122 1,337 10, 415 
a i atltieks dettintishiceercienecicekbianntin 2, 550 450 625 3,175 
(9) Haverhill Gas Company---.-...........-.--.-.---- 7, 548 2, 495 3, 301 10, 849 
(10) — Massachusetts Gas and Electric Depart- 
vu tas ncatieanguieniimsineuiininmamenianmeniaiiieeiel 5, 780 617 1,115 6, 895 
GOR) Tee ee I i ek ccecnnunnaion 12,954 2, 652 3, 570 16, 524 
(12) Manchester Gas Company Manchester Station.... 4,778 222 722 5, 500 
(13) The New Britain Gas Light Company-..-.-........- 4, 590 2, 230 3, 704 8, 204 
(14) ene Gas Light Company................... 20, 808 7,456 10,902 31,710 
(15) Westfield Gas and Electric Light Department 
"RRS SESE Oe ee a RT. 4, 080 900 510 4, 590 
(16) Worcester Gas Light Company 24, 500 2, 000 2, 550 27,050 
(17) Orange and Rockland Utilities, Inc_..............- 18, 000 5, 000 25,000 23, 000 
(18) Central Hudson Gas & Electric Corporation. 8, 030 1, 660 21,660 9, 690 
(19) Delta Natural Gas Company, Inc.......... 6, 360 1,040 1,040 7, 400 
(20) Clarksville Gas Department_....-. 6, 750 450 2,271 9, 021 
(21) Western Kentucky Gas Company................- 26, 246 1,739 2, 677 28, 923 
(22) The City of Portland, Tennessee... ...............- 1, 160 100 200 1,360 
(28) — = onneville and Town of Baldwyn, Missis- 
alc aise call hain hated alan ai a 2, 532 158 258 2, 790 
(24) New Y ork State Electric and Gas Corporation. - -- 13, 208 2,914 2, 289 15, 497 
(25) Nashville Gas Company #__...................-... 107, 823 5,119 7, 952 115, 775 
(26) Town of Walnut, Mississippi __- 204 34 151 355 
(27) Pennsylvania Gas IDEN nichdceidiiniaiaioesiitinnsieiibi 37,7 5, 100 5, 100 42, 840 
(28) Iroquois Gas Corporation. .--.............-......... 93, 840 10, 200 10, 200 104, 040 
(29) The Humphreys County Utility District.........- 2,914 518 586 3, 500 
(30) City of Savannah, Tennessee. -..-..........--.--- DME Snicipstcpenaess 120 1,750 
(31) City of Holly Springs, ES SOOT Biciiiscnomerins 317 4, 382 
(32) City of Bolivar, Tenmessee................-.......  Ricadonesades 234 3, 804 
(33) City of Springfield, ST occninatensemnnisebeiaigcd | |) SERSSESSR 300 3, 615 
(34) City of Ripley, Mississippi_....................... CR Bickitbtcndancans 539 3, 092 
(35) City of Batesville, Mississippi..................-.- a nicesndahin 133 2, 030 
(36) Pennsylvania Gas & Water Company.._...--..--- 13, 200 bidmbene ieee 2, 533 15, 733 
(37) City of Grayson, Kentucky-....................... 77 137 910 
(38) City of Olive Hill, Kentucky 160 601 
Fr isviilcuinintctstsisaeanianicniiiiinaininientinceinaaas 513, 349 71, 856 | 93, 550 | 606, 899 


\ ee volumes do not include the storage service requested by Central Hudson and Orange and Rock- 
and. 


3 This figure is the daily contract quantity that Tennessee Natural Gas Lines Inc. is required to make 
available to Nashville Gas Company. Tennessee Natural Gas Lines Inc. is the sole supplier of natural 


gs to Nashville Gas Company and has no other source of supply other than Tennessee Gas Transmission 
Sompany. 


The above-named 7(a) Applicants also request that the interim service be 
extended for varying lengths of time. 

Certain of the Applicants request the incremental service for the 1961-62 
heating season. Others request that the interim service be extended until Novem- 
ber 30, 1962, and others ask for a continuation without confining it to a specified 


period of time. Some Applicants further request such further relief as may be 
appropriate. 
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In addition to the continuation of the service as set forth above, Central 
Hudson Gas and Electric Corporation and Orange and Rockland Utilities, Inc., 
request natural gas storage service in the amount of a daily storage quantity 
of 4,080 Mcf and 4,000 Mcf respectively and a winter storage quantity up to 
367,000 Mcf and 360,000 Mcf respectively (at 14.73 psia) under Tennessee’s SS-5 
Rate Schedule. Central Hudson Gas and Electric Corporation and Orange and 
Rockland Utilities Inc. seek this service for a period of at least one year ending 
not earlier than November 30, 1962. 

Tennessee in its amended application in Docket No. G-—16842 and in the 
answer it filed on June 23, 1961 relative to the above-captioned application stated 
that it did not have sufficient pipeline capacity to enable it to serve the increased 
requirements of its existing customers without the installation and operation of 
the substitute facilities as proposed in its motion to amend in Docket No. G-16842. 
Tennessee in its above-mentioned answer states that it will accept an order from 
the Commission directing it to serve the increased requirements of its existing 
customer on an “interim service” basis for a period of one year provided the 
Commission grants Tennessee authorization to construct the facilities as pro- 
posed in its Motion to Amend in Docket No. G-16842. Tennessee in the answers 
it has filed in response to the applications states that it recognizes the need of 
its existing customers for additional gas service during the coming winter heating 
season. 

On August 30, 1961, this Commission issued an order granting Tennessee tem- 
porary authorization to construct the facilities it requested in its amended appli- 
eation in Docket No. G-16842. The Commission in that order stated that it 
would require Tennessee to support the allegation that the facilities presently 
proposed are preferable to those previously authorized under the application as 
originally submitted by Tennessee in Docket No. G-16842. The Commission fur- 


ther stated that a failure by Tennessee to support the necessity for the facilities 
which the Commission has given it temporary authorization to construct would 
result in the removal of such investment from Tennessee’s plant accounts and 
rate base. 


On September 6, 1961, Tennessee filed with the Commission written acceptance 
of said temporary authorization signed by its president and stating that Tennes- 
see will proceed forthwith with the installation of the facilities authorized by 
the Commission. Tennessee advised in this letter that it anticipated that these 
facilities will be completed and placed in service prior to the period of peak day 
requirements during the forthcoming winter heating season. 

On July 1, 1960, Tennessee was granted temporary authorization by the Com- 
mission only to construct the facilities as proposed in its application filed June 
1, 1960, Docket No. CP60—-94. The Commission by its order in the Berkshire Gas 
Company, Docket No. CP61-74, et al., issued on November 50, 1930, 24 FPC 1041, 
authorized Tennessee to operate the facilities which it was permitted to construct 
pursuant to the temporary authorization issued in connection with its application 
in Docket No. CP60-94 only until November 30, 1961. Operation of these facilities 
or some portion of these facilities may be necessary to enable Tennessee to meet 
the increased requirements of some of its customers during the forthcoming 
winter heating season. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
September 21, 1961, respecting the matters involved in and the issues presented 
by the above-captioned applications. No petition to intervene or protest to the 
granting of the application having been received, staff counsel moved orally at 
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the hearing that the intermediate decision procedure be omitted and the Com- 
mission render a decision herein pursuant to Section 1.30(c) (1) of its Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Tennessee Gas Transmission Company, a Delaware corporation having 
its principal office in Houston, Texas, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of July 12, 1947, in Docket No. G-910, 6 FPC 777. 

(2) Each of the above Applicants is a distribution company or a municipality 
engaged in the local distribution of natural gas to the public. 

(3) Public convenience and necessity require that the temporary authority 
granted on July 1, 1960, to Tennessee Gas Transmission Company only to con- 
struct the facilities as proposed in its application filed June 1, 1960, Docket No. 
CP60-94, be amended so as to continue Tennessee’s authorization to operate said 
facilities for the period coinciding with the period covering the sales of natural 
gas hereinafter directed to the respective Applicants herein and in the manner 
prescribed, pending final determination by the Commission of the application of 
Tennessee in Docket No. CP60-94. 

(4) It is necessary and desirable in the public interest that the Commission 
by order direct Tennessee Gas Transmission Company to sell and deliver to the 
respective applicants herein, the volumes of natural gas in excess of those which 
Tennessee is presently authorized to deliver to them for the 1961-62 winter heat- 
ing season under Tennessee’s appropriate rate schedule, as set forth opposite 
their names in ordering paragraph B. 

(5) It is necessary and desirable in the public interest that the Commission 
by order direct Tennessee Gas Transmission Company to provide Central Hudson 
Gas and Electric Corporation and Orange and Rockland Utilities, Inc. with nat- 
ural gas storage service under Tennessee’s appropriate rate schedule as set forth 
in ordering paragraph C. 

(6) The ability of Tennessee Gas Transmission Company to render adequate 
service to its customers will not be impaired and no undue burden will be placed 
upon it by reason of the requirement that it sell the hereinafter designated vol- 
umes of natural gas to the respective applicants herein, nor will it be compelled 
to enlarge its transportation facilities beyond those presently, permanently or 
temporarily authorized. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record and not having 
been denied by the Commission is granted pursuant to Section 1.30(c) (1) of said 
Rules. 


The Commission orders: 


(A) The temporary authority granted on July 1, 1960, to Tennessee Gas Trans- 
mission Company only to construct the facilities as proposed in its application 
filed June 1, 1960, Docket No. CP60-94, be and the same is hereby amended to 
authorize Tennessee to operate said facilities for the period coinciding with the 
period covering the sales of natural gas hereinafter ordered to the respective 
applicants herein, and upon the same conditions pending final determination by 
the Commission of the application in Docket No. CP60-94. 

(B) Tennessee Gas Transmission Company be and it is hereby directed to sell 
and deliver until November 30, 1962 to the following named respective applicants 
the following volnmes of natural gas in addition to those volumes which Ten- 
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nessee is presently authorized to deliver, under Tennessee’s appropriate rate 
schedule: 


Marimum 
daily 
authorization 


The Berkshire Gas Company : ee a 


psia) 

IRON,» DONNNNNINN hc cies alnhotncs asec gpd aia oli alga bicentennial 1, 650 

IN ca tani asco pee caskets ec aoclen ois ae aloes ocala aes 2, 784 

Ie aon anes aaa 771 
ACTED Ta US OO I ches cassie sts ln tals ne a aioeacan 4, 182 
CRMCINPNCR ROU URIUER “SONNEI NUON cians cased mss tea sche ben geen 836 
The Connecticut Gas Company : 

PN ssc acess hace iain nice cea eee meena ta eas keep akle 655 

PN a a eae eee 659 

Pe UN crc oles caces socio nied coreg oaaal es be aeaideaeeleea amine 4,119 

PU a aed ca hela cetaceans ieasdosms oncom ceadetet acne aed eaaiataaaie 508 
Fitchburg Gas and Electric Light Company___-_----.----------------- 1, 337 
A rr pceaettc tacit acd tance ics sats secede case tniaooanes mae ea 1, 016 
PaRTaEIvn Sunn ORIN a aaa 2, 840 
The Hartford Electric Light Company : 

Oe cs cs epic lnc rtiind diane centage 1, 337 

CNN askin cath is a ce rl st cepa ena 625 
TUITE OOS sical eesti osama at aaianeeeadas 3, 301 
Holyoke, Massachusetts Gas and Electric Department (City of) ~------- 1, 115 
PIT UNS TN i aw aac scat ep eoshiba cotesamctenco aspect eaaanecaesiaiiastd 3, 570 
Manchester Gas Company: Manchester Station______---_-------------- 722 
Ey PHO. Tomeemies See Tt CONG os icin nemin 3, 704 
ET SURIS NED, URI is yg nna opi 10, 902 
Westfield Gas and Electric Light Department (City of)--------------- 510 
WR ORPEUEE MORE TREC CN oii ci ctmeemeicicmeaansmonamans 2, 550 
PERG RTE SPOCR INE CEOS Bice cin cienccckdeennendaesnane 5, 000 
Central Hudson Gas and Electric Corporation_._...--.----_---------~- 1, 660 
OUSTRAA, CUURUAS RL MRE RIOR IN i ges sin vcs eacnicnsehic cca cc cine leaner 1, 040 
RUIN UE MRURER RONUIIIN CIN cigs ecstatic ae anew imnenabababananind 2, 271 
TY TE ORCI GIS SUING oi i re ei ccecccnsncieeewse 2, 677 
EG COUR RINE NNO gi is ccna ti as i sectarian cloacae alot 200 
City of Bonneville and Town of Baldwyn, Mississippi--.-_---.-------- 258 
New York State Electric and Gas Corporation___----_------_---------- 2, 289 
III NE I a i cae aia lea emis anlaana 7, 952 
CRU GI We i I i ae cits ces hiacinianmintnieeeinneeeemcmaraios 151 
UR, 3 IIE a is Sh tgcacniecmia iam an atesanas anal 5, 100 
EU PENS UI aia ace cca acceler ah anaes Rin 10, 200 
The Tomourers Ooditiy UGity Distitta oo on ncn cencinccwsvinccnnenn 586 
Ry er hitching bicentennial 120 
Sa RT POT, SI iii ised cheer ena aise canescens nds ao 317 
aay ECT I hk Shi ic ethene 234 
RE a re, IG ain i ee iii ecteiannmao 300 
Le eT, CUR 5 oo cece maticudkainnciaiienaiae 539 
OR eT Is CEN ci i ie ss aiseacd on moeahinaiaiananai 133 
Pernayivania Gan & Weis GCompeO iano cee kc sn cn nccwccnncnn 2, 588 
ek er IN otis Cente eeicon einen 137 


Ee Or ESRR Oe eet, NO os hice ete Ceaeeneaanes 160 
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(C) Tennessee Gas Transmission Company be and it is hereby directed to 
provide Central Hudson Gas and Blectric Corporation and Orange and Rock- 
land Utilities, Inc. gas storage service in the amount of a daily storage quantity 
of 4,080 Mcf and 4,000 Mcf respectively and a winter storage quantity up to 
367,000 Mcf and 360,000 Mcf respectively (at 14.73 psia) under Tennessee’s 
SS-5 rate schedule. This service should be made available by Tennessee for a 
period of approximately one year ending not later than November 30, 1962. 

(D) Tennessee Gas Transmission Company shall report to the Commission, 
in writing and under oath, the date of commencement of service to said respec- 
tive applicants. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan, L. J. 
O’Connor, Jr., and Charles R. Ross. 


PACIFIC POWER & LIGHT COMPANY, DOCKET NO. E-7011 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued October 6, 1961) 


Pacific Power & Light Company (Applicant), a corporation organized under 
the laws of the State of Maine and doing business in the States of California, 
Oregon, Washington, Wyoming, Montana and Idaho, with its principal business 
office at Portland, Oregon, filed an application on August 16, 1961, as supple 
mented September 1, 6, 18, 29 and October 2, 1961, and as amended October 6, 
1961, for authority, pursuant to Section 204 of the Federal Power Act, to issue 
unsecured Promissory Notes in the aggregate principal amount of $45,000,000, 
outstanding at any one time. 

Pursuant to a Credit Agreement dated August 15, 1961, the proposed Notes will 
be issued by Applicant to various banks, as follows: 


Morgan Guaranty Trust Company of New York__----------------- $15, 750, 000 
The Chase Manhattan Bank 10, 935, 000 
The First National City Bank of New York 5, 850, 000 
Mellon National Bank and Trust Company 3, 375, 000 
Continental Illinois National Bank and Trust Company of Chicago. 2,520, 000 
The Hanover Bank 2, 520, 000 
Wells Fargo Bank American Trust Company 2, 520, 000 
Harris Trust and Savings Bank 1, 530, 000 


Total 


Morgan Guaranty Trust Company of New York, through separate agreements, 
will give participation in the Notes to the following West Coast banks: 


‘Se Wires INACIOME DRE OF CRU cic eeiencmenncdennsenienn $900, 000 
The United States National Bank of Portland 

Bank of California N.A. (Portland Branch) 

National Bank of Commerce of Seattle 

Seattle-First National Bank 


The proposed Notes are to be dated as of the dates of the borrowings and 
are to mature 11 months after their dates or on March 31, 1963, whichever 
shall be earlier. Each of the proposed Notes will bear interest at a rate 
equivalent to the prime commercial rate of interest of Morgan Guaranty Trust 
Company of New York prevailing from time to time. The application states 
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that none of the Notes proposed to be issued will be resold to the general public, 
and that no finder’s fee or other negotiation fee, commission or remuneration 
will be paid in connection therewith to any third person. 

A commitment fee of 4th of 1% per annum will be paid on unused available 
credit. The Applicant will have the right to surrender all or any part of the 
credit at any time, and, thereafter, the amount so surrendered will not be taken 
into account for the purpose of calculating the commitment fee. The Applicant, 
also, will have the right to prepay the Notes in whole or in part at any time 
without premium. 

The proceeds from the proposed Notes will be used to: (1) retire $10,000,000, 
of notes issued by The California Oregon Power Company and assumed by 
Applicant as a result of the merger into it of The California Oregon Power 
Company (Docket No. E-6977), and to retire an estimated $18,000,000, of notes 
issued or to be issued by Applicant under authorization granted by this Com- 
mission by order issued January 27, 1960, and supplemental order issued No- 
vember 3, 1960 (Docket No. E-6920); and (2) finance temporarily its current 
construction program, the expenditures for which are estimated at approximately 
$30,034,000, for the last six months of 1961, approximately $39,230,000, for the 
calendar year 1962, and approximately $12,000,000, for the first three months 
of 1963. 

The principal items of expenditure for Applicant’s construction program are 
described in the application as follows: $4,112,000, for completion of construction 
of the 18,000 kw Iron Gate Hydroelectric Project on the Klamath River in 
northern California ; $2,000,000, for beginning construction on a steam electric 
generating unit in Wyoming; $30,119,000, for electric transmission line and 
substation facilities ; $31,229,000, for electric distribution facilities; and $4,382,- 
000, for general plant facilities. 

The Applicant states that the proposed Notes will be retired through the sale 
of permanent securities, including equity securities of the Company to the 
end that a balanced capital structure may be maintained, but that the timing 
and method of sale of such permanent securities are not presently determinable. 

Written notice of the application has been given to the Public Utilities Com- 
mission of California, the Public Utilities Commission of Idaho, the Board of 
Railroad Commissioners of Montana, the Utilities and Transportation Commis- 
sion of Washington, the Public Service Commission of Wyoming, the Public Util- 
ity Commissioner of Oregon and to the Governors of each of those States. Notice 
has also been given by publication in the Federal Register on August 29, 1961 
(26 F.R. 8088), stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on or 
before September 11, 1961, with the Federal Power Commission, Washington 25, 
D.C. No protest, petition or request to be heard in opposition to the granting of 
the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore determined and set forth in the Commission’s order issued April 24, 
1958, In the Matters of The California Oregon Power Company and Pacific Power 
é& Light Company, 19 F.P.C. 573. 

(2) The proposed issuance of Promissary Notes in the aggregate principal 
amount of $45,000,000, all as described above, will constitute an issuance of secu- 
rities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $45,000,000, all as described above, will be in excess of 5% of the 
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par value of the other securities of Applicant, and, therefore, will not be exempt 
by virtue of Section 204(e) from the requirements of Section 204(a) of the Act. 

(4) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State Commission within 
the meaning of Section 204(f) of the Act, and the proposed issuance is, therefore, 
not exempt by virtue of that Section from the requirements of Section 204 of the 
Act. 

(5) The proposed issuance of Promissory Notes is exempt from the competi- 
tive bidding requirements of Section 34.1a of the Commission’s Regulations under 
the Federal Power Act by reason of Paragraph 34.la(a) (2) thereof. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance of service by Applicant as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance by Applicant of Promissory Notes in the aggregate 
principal amount of $45,000,000, outstanding at any one time, including all notes 
heretofore authorized, upon the terms and conditions and for the purposes set 
forth in the application as amended, all as described above, is hereby authorized, 
subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all Notes to be issued pursuant hereto, being not later than March 31, 1963. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost or any other matter whatsoever 
now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to any securities to which this 
order relates. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


SOUTH CAROLINA PUBLIC SERVICE AUTHORITY, PROJECT NO. 199 


ORDER AMENDING LICENSE (MAJOR) 
(Issued October 6, 1961) 


On April 12, 1961, South Carolina Public Service Authority, licensee for 
Project No. 199 on the Santee and Cooper River, South Carolina, filed appli- 
cation for amendment of license to include a third Pinopolis-Conway 115-KV 
transmission line and appurtenant facilities. 

The proposed line will extend a distance of about 74 miles from the Pinopolis 
Switchyard at Project No. 199 and will transmit part of the project output to 
a connection with the Conway, South Carolina, distribution system at the 
Conway Substation. The third line will cross additional lands of the United 
States within the Francis Marion National Forest to the extent of 3.642 miles 
of equivalent 100-foot right-of-way 
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The Forest Service issued to licensee a Special Use Permit on March 23, 1961, 
and licensee has paid for the use of the additional forest lands for the period 
March 1 through December 31, 1961. The licensee has commenced construction 
and proposes to complete construction and place the line in operation on or 
before March 1, 1962. 

The Forest Service, in reporting on the application, has advised that the 
terms and conditions of the license for Project No. 199 are adequate for the 
protection of the Francis Marion National Forest. 

The Chief of Engineers, Department of the Army, has approved the plans 
insofar as the interests of navigation are concerned. 


The Commission finds: 





(1) The afore-mentioned transmission line is part of the project as defined 
in Section 3(i1) of the Federal Power Act. 

(2) The following described exhibits filed with the application conform to 
the Commission’s rules and regulations and should be approved as part of the 
license for the project, and the following described exhibits now part of the 
license and described herein as being superseded should be eliminated from 
the license—all as hereinafter provided : 

Echibit J, Sheet 5 (FPC No. 199-164) Map of Transmission Lines, super- 
seding Exhibit J, Sheet 4 (FPC No. 199-144) now part of the license for the 
project ; 

Evhibit K, Sheets 82, 83 and 84 (FPC Nos. 199-165, -166 and -167) Map of 
Pinopolis-Conway Line, superseding Exhibit K, Sheets 3, 4, and 5 (FPC Nos. 
199-64, -65, and -66) now part of the license for the project; 

Evhibit K, Sheet 85 (FPC No. 199-168) Map of Pinopolis-Conway 115 KV 
Line No. 3 Through Francis Marion National Forest ; 

Evhibit K, Sheet 86 (FPC No. 199-169) Navigable River Crossings, Conway 
Transmission Line, superseding Exhibit K, Sheet 8 (FPC No. 199-69) now part 
of the license for the project ; 

Evhibit L, Sheet 45 (FPC No. 199-170) Conway 115 KV Substation, General 
Plan, superseding Exhibit L, Sheet 48 (FPC No. 199-162) now part of the 
license for the project; 

Evrhibdit L, Sheet 46 (FPC No. 199-171) Conway 115 KV Substation, Elevations 
and Sections, superseding Exhibit L, Sheet 44 (FPC No. 199-163) now part of 
the license for the project ; and 

Evhibit M, Additional Conway Line, filed April 12, 1961. 

(3) The annual charge to be paid by the licensee for the purpose of recom- 
pensing the United States for the use, occupancy, and enjoyment of its lands 
used for transmission-line right-of-way as hereinafter fixed is reasonable. 


The Commission orders: 


(A) Article 2 of the license for Project No. 199 is amended to include the 
afore-mentioned third Pinopolis-Conway 115-KV transmission line with appur- 
tenant facilities. 

(B) Sub-paragraph (c) of Article 27 of the license is amended effective 
January 1, 1962, to read as follows: 

(c) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission line purposes only, $81.27. 

(C) The following additional article is included as part of the license: 

Article 41. The Licensee, having commenced construction of the third Pinopo- 
lis-Conway transmission line, shall continue to prosecute such construction and 
complete construction of and place the line in operation on or before March 1, 
1962. 
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(D) The exhibits described in finding (2) above as conforming to the Commis- 
sion’s rules and regulations are approved as part of the license for Project No. 
199, and the exhibits described in the same finding as being superseded are 
eliminated from the license for the project. 

(E) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute 
a waiver of any other part, provision or condition of the license as heretofore 
amended. 

(F) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Joseph C. Swider, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O'Connor, Jr. and Charles R. Ross. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. CP62-24 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued October 6, 1961) 


On July 27, 1961, United Gas Pipe Line Company (Applicant) filed in Docket 
No. CP62-24 an application pursuant to Section 7(c) of the Natural Gas Act 
for a certificate of public convenience and necessity authorizing the construction 
and operation of field facilities to enable Applicant to take into its certificated 
main pipeline system natural gas which will be purchased from producers thereof 
from time to time during the calendar year 1962 at a total cost not to exceed 
$3,000,000, with no single project to exceed a cost of $400,000, all as more fully 
set forth in the application. 

The purpose of this “budget-type” application is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting to its pipeline 
system new supplies of natural gas in various producing areas generally co- 
extensive with said system. 

Applicant will finance the cost of the facilities proposed herein out of current 
working funds. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
September 26, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, United Gas Pipe Line Company, a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of November 10, 1942, in Docket No. G—232 (3 FPC 863). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are proposed to be used in the transportation of 
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natural gas in interstate commerce, subject to the jurisdiction of the Commission, 
and the construction and operation thereof by Applicant are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder, 

(4) The construction and operation of the facilities to take natural gas 
purchased from producers thereof during the calendar year 1962, as proposed 
by Applicant, are required by the public convenience and necessity and a certifi- 
cate therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the issuance of the certificate hereinafter granted to Applicant and to the 
exercise of the rights granted thereunder. 

(6) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit prior to March 1, 1963, a statement 
under oath showing, by projects: (a) names of fields connected, (b) estimates 
of gas supplies attached, (c) a description of the project or projects that have 
been constructed pursuant to the authorization granted hereinafter, (d) the 
location of said project or projects, (e) the costs of the facilities so constructed, 
and (f) the names of the independent producers involved, together with the 
respective dates of the sales contracts and the docket numbers of the related 
producer certificate applications. 

(7) The authorization granted hereinafter should be limited to construction 
during the calendar year 1962, and the total expenditures for facilities to be 
constructed hereunder should be limited to $3,000,000, with no single project to 
exceed a cost of $400,000, as proposed by Applicant. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing United Gas Pipe Line Company to construct and operate pro- 
posed facilities to take natural gas purchased from producers thereof during the 
calendar year 1962, all as more fully described in the application in this proceed- 
ing, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the issuance of the certificate granted in Paragraph (A) above and to 
the exercise of the rights granted thereunder. 

(C) Applicant shall submit prior to March 1, 1963, a statement under oath 
showing, by projects: (a) names of fields connected, (b) estimates of gas sup- 
plies attached, (c) a description of the project or projects that have been con- 
structed pursuant to the authorization granted in Paragraph (A) above, (d) the 
location of said project or projects, (e) the costs of the facilities so constructed, 
and (f) the names of the independent producers involved, together with the 
respective dates of the gas sales contracts and the docket numbers of the related 
producer certificate applications. 

(D) The authorization granted in Paragraph (A) above is hereby limited to 
construction during the calendar year 1962, and the total expenditures for facil- 
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ities to be constructed thereunder are hereby limited to $3,000,000, with no single 
project to exceed a cost of $400,000 as proposed by Applicant. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


CITY OF COLTON, CALIFORNIA v. SOUTHERN CALIFORNIA EDISON 
COMPANY, DOCKET NO. E-6821 


ORDER DENYING MOTION FOR FURTHER STAY 
(Issued October 9, 1961) 


Southern California Edison Company (Edison) on September 25, 1961, filed a 
motion for further stay of the effective date of paragraph (B) of the Commission’s 
Opinion No. 346 and Order, issued July 31, 1961, 26 FPC 223, in the above-entitled 
proceeding, directing Edison to cease and desist from charging or receiving from 
the City of Colton, California (Colton), for the sale at wholesale for resale of 
electric energy any rates other than those duly filed pursuant to Section 205 of 
the Federal Power Act and Part 35 of the Commission’s Regulations thereunder. 
Previously, Edison requested and received an extension of time for its compliance 
with the requirements of paragraphs (A) and (C) of the Commission’s July 31, 
1961 order to October 2, 1961 and November 1, 1961, respectively, and a stay for its 
compliance with the requirements of paragraph (B) of that order to October 1, 
1961. Paragraph (A) directs Edison to file its 1945 electric service contract with 
Colton as its (Edison’s) rate schedule for its wholesale electric service to Colton, 
such rate schedule to be effective July 1, 1954, and to remain effective until and 
unless superseded by a change filed pursuant to Section 205(d) of the Act and 
Section 35.3(c) of the Commission’s Regulations thereunder, or changed pursuant 
to order of the Commission. Paragraph (C) directs Edison to make an account- 
ing of certain excess monies collected and to establish a special reserve in the 
amount of that excess, together with interest thereon, and file with the Commis- 
sion and serve upon all parties to this proceeding Edison’s computation, account- 
ing entries, and plan for disposition of reserve. 

In substance, Edison’s September 25, 1961 motion requests a stay to an indefinite 
date of the effectiveness of the 1945 contract, as a rate schedule, which this Com- 
mission by its Opinion No. 346, paragraph (A), required to be filed as Edison’s 
rate schedule for service to Colton. Edison on October 2, 1961 filed the 1945 
contract as its rate schedule. 

Colton, on September 29, 1961, filed its “opposition” to Edison’s motion for 
further stay. 

In support of its motion for further stay of the cease and desist requirements 
of Opinion No. 346 and Order, Edison states no new facts and no new principles 
of law which either were not fully considered by the Commission before it 
entered its Opinion No. 346 and Order, or its order denying rehearing thereon, 
issued September 14, 1961, or which having now been considered, are adequate 
to support a granting of the relief sought. 


The Commission finds: 


It is necessary and appropriate for the purposes of the Federal Power Act 
that Edison’s motion for further stay be denied as hereinafter provided. 


The Commission orders: 


The motion for further stay of the effective date of paragraph (B) of the 
Commission’s Opinion No. 346 and Order, issued July 31, 1961, filed by Edison 
is hereby denied. 


693-488—61——- 39 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuyken- 
dall, Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


TARPON OIL CORPORATION, DOCKET NO. CI60-582; J. C. TRAHAN, 
DRILLING CONTRACTOR, INC. (OPERATOR), ET AL., DOCKET NO. 
CI60-583 

ORDER GRANTING MOTION FOR LEAVE TO FILE BRIEF AMICUS CURIAE 
(Issued October 9, 1961) 


On September 22, 1961, Marshall R. Young Drilling Company (Drilling Com- 
pany) filed herein a motion for leave to file a brief as amicus curiae. 

As grounds for said motion, Drilling Company alleges that although it is not 
now and has not been a party to these proceedings, the Presiding Examiner’s 
decision herein directs Tarpon Oil Corporation (Tarpon) to file a proceeding 
against Drilling Company under Section 7(a) of the Natural Gas Act; that the 
Examiner’s decision undertakes to advise Tarpon that it will be successful in 
such a proceeding and that the transportation service rate to be charged Tarpon 
by Drilling Company will be established by the Commission on a cost-of-service 
basis and will include no capital cost at all. Drilling Company further alleges 
that the Examiner’s decision purports to direct Drilling Company to return 
the $200,000 cash consideration paid to it by Tarpon; that the Examiner’s de— 
cision asserts that the price at which Drilling Company sells its gas to United 
Gas Pipe Line Company (18.5 cents per Mcf) should be reduced to 13.5 cents 
per Mcf; that the Examiner’s decision repeatedly condemns and criticizes 
Drilling Company for alleged mistreatment of Applicants in these proceedings. 

Drilling Company says that the Examiner’s decision is erroneous as a matter 
of law and is based upon a misunderstanding of the facts. For these reasons 
Drilling Company says the Commission should have the benefit of Drilling 
Company’s views in this matter. 


The Commission finds: 


Good cause has been shown for granting the motion of Drilling Company. 
The Commission orders: 


The motion of Marshall R. Young Drilling Company for leave to file a brief 
herein as amicus curiae filed on September 22, 1961, be and the same is hereby 
granted and the Secretary of the Commission is hereby directed to accept and 
file the brief of Drilling Company attached to said motion. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O'Connor, Jr., and Charles R. Ross. 


72; 


TENNECO CORPORATION, DOCKET NOS. CI61-1272 ; CI61-1273 & CI61-1475 ; 
TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. CP61-264 


ORDER DENYING APPLICATIONS FOR REHEARING, DENYING REQUESTS FOR TEMPORARY 
CERTIFICATES, REQUIRING THE FILING OF INFORMATION, CONSOLIDATING PROCEED 
INGS, AND FIXING DATE OF HEARING 


(Issued October 9, 1961) 


Take notice that Tenneco Corporation (Tenneco), a Delaware corporation 
having its principal place of business in the Tennessee Building, Houston, Texas, 
filed an application on February 28, 1961, at Docket No. CI61-1272, pursuant to 
Section 7 of the Natural Gas Act (Act) for the certificate of public convenience 
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and necessity authorizing it to institute sales of natural gas in interstate com- 
merce to Tennessee Gas Transmission Company (Tennessee). 

The application states that under the terms of an Instrument of Conveyance 
dated February 28, 1961, Tennessee assigned to Tenneco certain gas producing 
properties located in the following fields: 


Location 
istic ite dnaninaiienees Fort Bond County, Texas 
iia cccabiiinicisitlsicen ite atiaelgp laden Jackson County, Texas 
ne ee EN Matagorda County, Texas 
CN i ts cctericis sie inidionecindiegicaoaioianots Jackson County, Texas 
BIOCIEE © FOU ois . Montgomery County, Texas 
CEE’ OO aksNecciteicctinteiinicatianioniaeaaan ties Colorado County, Texas 
Ie Ay I icra acta cece eaten Caleasieu Parish, Louisiana 
Timbalier Bay (Bay Marchand, 

NE Wa Sct niiiceiepinaniciiiinaaiainiie Offshore LaFourche Parish, Louisiana 
Block 17, East Cameron Area__-_---~- Offshore Cameron Parish, Louisiana 
Ba ia ia checidean chhcctaeec Sashes tence dabei Starr County, Texas 
SN a i a ah a Hidalgo County, Texas 
Bi a Wharton County, Texas 
Maude Traylor and 8. Pt. Comfort... Calhoun County, Texas 
NNR iii ics tedrlinscc eatebeenlpcssatasn asec aan Colorado County, Texas 
RG iiss iicean cs nipierineniacen ea nieiadiokics DeSoto Parish, Louisiana 
Pe iiittinncem aia amen aoudeabeaela Matagorda County, Texas 
W. Rock Island—Powell Glaze Unit__. Colorado County, Texas 
BRR TN i cities atte tefugio County, Texas 
W. Rock Island—W. K. Wali Unit_-__-. Colorado County, Texas 
Bethany—Carrie Adams Unit__----~-. Panola County, Texas 
Bethany—Oden Unit ..---.......- Panola County, Texas 
I oi asst aceaiaiciiainte dicidenilila inna ebieaamel Calhoun County, Texas 





Copies of the contracts providing for the sale of gas produced from these fields 
by Tenneco to Tennessee are included in the application. 

The application further states that prior to and at the effective date of the 
Instrument of Conveyance, gas was being produced by Tennessee and delivered 
into the transmission facilities of Tennessee from all of the above fields except 
the Timbalier Bay Field. No gas has been produced from the properties lo- 
eated in the Timbalier Bay Field at the time of the filing of the application. 

The prices to be paid to Tenneco by Tennessee range from 14.42 cents to 17.24 
cents per Mcf at 14.65 psia for eighteen sales in Texas and between 22.8333 
cents and 23.6 cents per Mef at 15.025 psia for three sales in southern Louisiana. 
A single sale in northern Louisiana is for 14.794 cents per Mcf at 15.025 psia. 
All of the Louisiana prices include state tax reimbursement. 

Take further notice that Tenneco also filed an application on February 28, 
1961, in Docket No. CI61-1273, pursuant to Section 7 of the Act, for a certificate 
of public convenience and necessity authorizing it to assume and continue certain 
sales of natural gas in interstate commerce now being made or proposed to be 
made by Tennessee. 

The application states that under the terms of an Instrument of Conveyance 
dated February 28, 1961, and effective at the close of business on February 28, 
1961, Tennessee assigned to Tenneco certain gas producing properties from which 
sales of gas are now being made or proposed to be made in interstate com- 
merce. 
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The application further states that Tenneco, as an independent producer 
under the Rules of the Federal Power Commission, is precluded from filing 
rate schedules for certain other sales of natural gas in interstate commerce 
for which authorization was granted to and rate schedules filed by Tennessee. 
The application requests that these rate schedules and the authorizations for 
sales thereunder be cancelled. 

Exhibit X-2 of the application presents a complete tabulation of the sales 
for which Applicant requests either authorization to continue such sales or 
cancellation of the appropriate rate schedules and cancellation of the authoriza- 
tion for sales thereunder. 

Take further notice that Tennessee filed an application in Docket No. CP61- 
264 for a certificate of public convenience and necessity seeking authority to 
construct and operate 11.8 miles of 12%4-inch field line, beginning in Block 64, 
East Cameron and extending in a westerly direction to a point in Block 180, 
West Cameron, all in offshore Louisiana, to enable it to purchase and transport 
to its main transmission system natural gas to be produced by Tenneco in the 
Block 180 Field. Estimated cost for this proposed field line is $1,320,000, which 
will be financed from funds on hand. 

Also take notice that Tenneco, on April 10, 1961, filed an application in 
Docket No. CI61-1475 pursuant to Section 7 of the Act, seeking a certificate of 
public convenience and necessity authorizing it to make the above sale of 
natural gas (Docket No. CP61-264) to Tennessee, under the terms of a gas 
contract dated April 6, 1961. Tenneco’s production of gas will be from certain 
leases located in adjacent Blocks 173 and 180, West Cameron Area. Deliveries 
will be made at a central point in the producing area. The proposed initial 
price is 21.4 cents per Mcf (no present tax reimbursement). 

On July 27, 1961, Tenneco filed an application for rehearing of our letter 
order of July 6, 1961 which denied its request for temporary certificates author- 
izing the proposals contained in Docket Nos. CI61-1272 and CI61-1273. Also, 
Tennessee in Docket No. CP61-264 and Tenneco in Docket No. CI61-1475 re- 
quest temporary certificates. For the following reasons, we shall deny both the 
application for rehearing filed July 27, 1961 and the requests for temporary 
certificates in Docket Nos. CP61-264 and C1I61-1475. 

Although the application for rehearing described Tenneco as a subsidiary of 
Tennessee, the applications described above do not contain a description of the 
exact corporate relationship of these two entities. The fact that there exists a 
corporate relationship clearly indicates to us that there is a need to carefully 
scrutinize a situation, which is evident from the applications, where an inte- 
grated pipeline company is transferring, among other things, natural gas 
production properties to its subsidiary company. 

To this end, Tenneco was requested by letter dated March 30, 1961, to 
furnish information bearing upon the method used in formulating the proposed 
prices stated in the contracts executed with its corporate parent Tennessee. 
Specifically, Tenneco was requested to provide an explanation of all considera- 
tions leading up to the establishment of the contract prices, including all 
computations and financial and volumetric data. On April 21, 1961, in reply 
to this letter request, it was stated that, 

* * * Tenneco and Tennessee agreed to enter into contracts which, in each 
instance, would provide for a price equal to the prevailing price that 
Tennessee is paying independent producers under other gas purchase 
contracts in each applicable pricing area. 

The utilization of this method as a basis for the establishment of natural 
gas contract prices between corporate affiliates, without more, has been held 
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insufficient... Before we will be able to determine the requirements of the 
public interest with reference to the above dockets, and particularly Docket 
Nos. CI61-1272 and CI61-1475, it will be necessary for the record to reflect 
whether the unit cost of natural gas to Tennessee and its customers will in- 
crease, decrease or remain at present levels as a result of the proposals con- 
tained therein. We believe it essential that evidence providing some factual 
economic justification should be submitted prior to the granting of either the 
permanent or temporary certificates requested. Therefore, without attempting 
to delimit the applicants’ proof herein, Tennessee and Tenneco are directed to 
jointly file with the Commission the following statements subscribed and veri- 
fied by responsible corporate officials on or before November 6, 1961. 

(1) A statement of Tennessee’s total 1960 natural gas requirements and the 
percentage of these requirements filled by volumes of natural gas produced 
from the transferred gas production properties which now support the gas 
purchase contracts in Docket Nos. CI61-—1272 and CI61-1475. State the unit 
cost per Mcf of such volumes using 1960 as a test year. 

(a) A statement relating the same components of information for the 
years 1962, 1963 and 1964 on the assumption that certificates issued as 
requested and that the gas prices stated in the interaffiliate gas purchase 
contracts become effective rates. 

(2) A statement pertaining to the effect, if any, of the property transfers to 
Tenneco by the Instrument of Conveyance and of Tennessee’s voting stock 
ownership in Tenneco, upon Tennessee’s right to file a consolidated federal 
income tax return with Tenneco. If such right is lost, or is conditional, a 
statement of the resultant impact upon the unit cost of gas per Mcf to Tennessee 
and its customers. 

(3) A statement of the manner by which Tenneco was incorporated, including 
its capitalization, voting stock ownership, the names of all the officers and 
directors of both Tenneco and Tennessee. 

(4) A statement correlating the Tennessee non-affiliated gas purchase con- 
tracts, used by Tennessee and Tenneco to establish the claimed “equal” prices, 
with the interaffiliate gas purchase contracts in Docket Nos. C161-—1272 and 
C161-1475. 

(5) A statement of the estimated volume of natural gas reserves dedicated to 
the fulfillment of each of the interaffiliate gas purchase contracts in Docket Nos. 
CI61-1272 and CI61—1475, the average daily volumes and the maximum volumes 
delivered or to be delivered under each of these contracts. Also a statement, by 
field of the total production to date and the remaining recoverable reserves of 
gas under each of the contracts. 

(a) A statement containing the same components of inforimation as re- 
lated to the Tennessee non-affiliate gas purchase contracts used to establish 
“equal” prices for the inter-affiliate contracts. 

(6) A statement of the dates of acquisition by Tennessee of the various leases 
involved in the gas purchase contracts in Docket No. CI61-—1272 and CI61-1475, 
indicating whether such leases were proven or unproven at the date of acquisi- 
tion by Tennessee. 

(7) A statement of Tennessee’s net investment showing gross investment, 
related depreciation, depletion and amortization reserves (company net interest) 
for each of the leases underlying the interaffiliate gas purchase contracts in 


1 Mississippi River Fuel Corporation v. F.P.C. 252 F. 2d 619 (CADC), certiorari denied, 
355 U.S. 904 and City of Detroit v. F. P. C., 230 F. 2d 810 (CADC), certiorari denied, 362 
U.S., 829. 
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Docket Nos. C161-1272 and C161-1475, on the corporate books of Tennessee as 
of the date of the execution of the Instrument of Conveyance on February 28, 
1961, for: 

(a) Leaseholds 

(b) Well tangibles 

(c) Well intangibles 

(d) Lease equipment 

(e) Related field facilities. 

In Docket No. C161-1278, Tenneco seeks a certificate of public convenience and 
necessity to replace Tennessee in the making of field sales of natural gas in 
interstate commerce and for the substitution of Tenneco for Tennessee in 
certain applications now pending before the Commission. Tenneco requested 
temporary authorization therefor, citing the necessity of uninterrupted and 
continued deliveries of the gas involved. However, Tenneco has not shown 
where or how such interruptions of service will occur or that there is even a 
likelihood of interruption. Also, it is not known that any party would be ad- 
versely affected if the temporary authorization sought is not granted. Therefore, 
there has not been shown the existence of an emergent situation upon which we 
could predicate the issuance of a temporary certificate pursuant to Section 7(c) 
of the Act. 

In view of the far reaching importance of the questions raised by the applica- 
tion above and the need for additional information as outlined hereinabove, we 
cannot at this time grant the temporary certificates requested. Accordingly, the 
application for rehearing filed in Docket Nos. C161-1272 and C1I61-1273 must 
be denied. For the reasons stated, the requests for temporary authorizations in 
Docket Nos. CI61-1475 and CP61-—264 must also be denied. In denying the 
relief sought, we shall fix these proceedings for an early hearing at the time and 
place indicated below. 

All applications referred to herein are on file with the Commission and are 
open to public inspection. This order shall constitute notice of the filing of such 
applications. 


The Commission finds: 

(1) The application for rehearing filed by Tenneco in Docket No. CI61-1272 
and CI61-1273 should be denied. 

(2) The requests for temporary certificates of public convenience and neces- 
sity in Docket Nos. CI61-1475 and CP61-—264 should be denied. 

(3) It is necessary to direct the applicants to file jointly, with the Commis- 
sion, an original and seven copies of the information outlined hereinbefore on 
or before November 6, 1961. 

(4) The above-entitled applications are all related and should be consolidated 
for hearing. 


The Commission orders: 


(A) The application for rehearing filed by Tenneco in Docket Nos. CI61-1272 
and C1I61-1273, be and the same is hereby denied. 

(B) The requests for temporary certificates of public convenience and neces- 
sity in Docket Nos. CI61-1475 and CP61-264 be and the same are hereby denied. 

(C) The applicants are directed to file jointly, with the Commission, an orig- 
inal and seven copies of the information outlined hereinbefore on or before 
November 6, 1961. 

(D) The proceedings upon the above-entitled applications be consolidated for 
hearing. 
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(E) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by Sections 7 and 15 of the 
Natural Gas Act and Regulations thereunder, and the Rules of Practice 
and Procedure of the Commission, a hearing will be held commencing Decem- 
ber 5, 1961, at 10:00 a.m. (EST), in a hearing room of the Federal Power 
Commission, 441 G Street, N.W., Washington, D.C., concerning the matters 
involved in and the issues presented in such applications. 

(F) Protests, petitions to intervene, and notices of intervention may be 
filed with the Federal Power Commission, Washington 25, D.C., in accordance 
with the Rules of Practice and Procedure (18 CFR 1.8 or 1.10) on or before 
November 6, 1961. 

Commissioner Kuykendall, dissenting in part, filed a separate statement. 

KUYKENDALL, Commissioner, dissenting in part: 

After reconsideration, I am of the view that Tenneco should be issued the 
certificates of public convenience and necessity which it requests with appro- 
priate conditions therein concerning prices, so that the public interest will be 
fully protected. We would lose no control over the facilities and service in- 
volved, since Tenneco would be under our jurisdiction just as Tennessee now is. 

Experience of recent years has convinced me that ownership of producing 
properties by a pipeline affiliate, rather than by the pipeline itself, is no deter- 
rent to effective regulation, and may well be advantageous. I agree that 
there should be a full hearing on all the relevant issues, but for the reasons 
above stated, see no reason to maintain the confused situation which now exists. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


SOUTHWEST GAS PRODUCING COMPANY, INC., DOCKET NO. RI61-111 
ORDER DENYING APPROVAL OF OFFER OF SETTLEMENT 
(Issued October 10, 1961) 


On August 31, 1961, Southwest Gas Producing Company, Inc. (Southwest) filed 
in Docket No. RI61-111 a revised Offer of Settlement for the 15¢* per Mcf base 
rate which it has collected subject to refund since April 1, 1961, for its jurisdic- 
tional sales of gas to Texas Gas Transmission Corporation from the Monroe 
Field, Union, Ouachita and Morehouse Parishes, Louisiana. 

The revised offer is identical to its previously filed offer of settlement, which 
was rejected by the Commission’s order issued herein on March 27, 1961, except 
for two particulars: (1) Southwest now proposes a settlement base rate of 
13.5¢, rather than 14¢, per Mcf plus tax reimbursement for its low pressure and, 
consequently, non-pipeline quality gas; and (2) Southwest now proposes to spend 
less money, $700,000 instead of $800,000, for the 10-year redevelopment program 
it conditionally espoused in both the renegotiated contract involved herein, 
Southwest’s FPC Gas Rate Schedule No. 16, and its original offer of settlement. 

In support of its revised offer of settlement, Southwest states, in effect, that 
the price is fair; that there are no indefinite price escalations or price redeter- 
mination provisions in its contract; that the contract contains flexible take pro- 
visions; that the revised offer provides for a new schedule of 5-year price escala- 


1The 15¢ per Mef rate, as well as the other rates referred to, are exclusive of tax 
reimbursement and are on a common pressure base of 15.025 psia. The tax reimburse- 
ments, according to Southwest, are 1.75¢ for 30% of the sales and 1.3¢ for the remainder. 
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tions of 1¢ per Mcf commencing on November 1965 and extending through and 
including November 1975; and that it owns and operates a gathering system 
which consist of 109 miles of gathering lines. In further support, Southwest 
proposes a redevelopment program for the next 10 years wherein it will attempt 
to provide an additional supply of 17 million Mcf of gas at an expenditure of 
$700,000. 

Southwest did not support its revised offer either by cost, as cost data has not 
been presented ; or by meeting the ceiling rate of 14¢ per Mcf for pipeline-quality 
increased gas rates in North Louisiana, as its proposed 13.5¢ per Mcf rate for low 
pressure gas (76 psig) would result in a settlement rate for pipeline quality gas 
over the area ceiling. 

The purchaser, Texas Gas, and the two interveners in this proceeding filed 
statements indicating that they had no objections to the revised offer of settle- 
ment. 

The Commission finds: 


Good cause has not been shown for approving the Offer of Settlement filed 
herein on August 31, 1961. 
The Commission orders: 

Southwest’s Offer of Settlement, filed in Docket No. RI61-111 on August 31, 
1961, is not approved. 

Commissioner O’Connor not participating. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan; 
L. J. O'Connor, Jr. 


PART 116—UNITS OF PROPERTY FOR USE IN ACCOUNTING, DOCKET 
NO. R-194 


OrveER No. 235 


ORDER PRESCRIBING LIST OF UNITS OF PROPERTY FOR USE IN CONNECTION WITH 
UNIFORM SYSTEM OF ACCOUNTS FOR PUBLIC UTILITIES AND LICENSEES 


(Issued October 16, 1961) * 


The Commission has under consideration in this proceeding the revision of its 
List of Units of Property for Use in Connection With Uniform System of Ac- 
counts Prescribed for Public Utilities and Licensees, Part 116, Chapter I, Title 
18, Code of Federal Regulations (CFR). The List of Units of Property, as 
revised, is prescribed hereinafter to become effective January 1, 1961. 

Part 116, §§ 116.0-116.2, corresponds to and appears at, pages 1-14 of the 
Commission’s pamphlet publication of its List of Units of Property for Use in 
Connection With Uniform System of Accounts Prescribed for Public Utilities and 
Licensees, effective February 1, 1987. The 1987 List was prescribed by Com- 
mission Order No. 45, of January 13, 1937, effective February 1, 1937 (2 F.R. 
136, January 26, 1937), and was contained in the codification and reissuance of 
the Commission’s general rules promulgated by Commission Order No. 141, 
December 11, 1947, effective January 1, 1948 (12 F.R. 8572, December 19, 1947). 
The List of Units of Property, as revised and prescribed hereinafter, does not 
follow the numbering system employed in the Code of Federal Regulations, but 


*Published in Federal Register on October 21, 1961 (26 F.R. 9887). 
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follows the numbering system (accounts, instructions, definitions, etc.) used in 
the Commission’s pamphlet edition referred to above. 

Important developments in the electric power industry since the adoption of 
the 1937 List, the Commission’s experience over the intervening 24 years, and 
the promulgation last year of this Commission’s revised Uniform System of Ac- 
counts Prescribed for Public Utilities and Licensees, indicated the need for a revi- 
sion of the List of Units of Property. Accordingly, this proceeding was com- 
menced by notice of proposed rule making served upon interested parties, in- 
cluding State and Federal regulatory agencies, and by publication in the 
Federal Register on May 13, 1961 (26 F.R. 4165). Copies of the proposed List 
of Units of Property were served and published as a part of that general notice. 

Generally speaking, the revision of the Commission’s List of Units of Property, 
as then proposed are prescribed herein as a part of the Commission’s System 
of Accounts to become effective January 1, 1961. Additional revisions of those 
previously proposed are detailed hereinafter. 

The more significant changes and improvements to be found in the revised 
List of Units of Property as are follows: 

(a) Reference to the new account numbers adopted in the Uniform System 
of Accounts Prescribed for Public Utilities and Licensees, effective January 1, 
1961 ; 

(b) A list of general retirement units to avoid the use of repetitive listings 
under several accounts of property units common to more than one account; 

(c) Utilities owning nuclear power plant reactor equipment are required 
under the revised List of Units of Property, to adopt and submit to the Commis- 
sion lists of retirement units deemed appropriate for Account 322, Reactor 
Plant Equipment, in harmony with the prescribed retirement units for other ac- 
counts; which lists will be considered by this Commission hereafter with a 
view to prescribing retirement units for Reactor Plant Equipment at some future 
date; and 

(d) In most cases, the items lists have been reworded to make them clearer 
and easier to use. 

None of these changes affect, adversely, the basic principles, generally of the 
Commission’s existing List of Units of Property; they remain undisturbed. 

The List of Units of Property and the instructions thereto conform basically 
to the list of units of property adopted by the National Association of Railroad 
and Utilities Commissioners earlier this year. The NARUC list of units was 
previously reviewed with a committee representing the industry by the NARUC 
Committee on Accounts and Statistics in which representatives of the Com- 
mission staff participated. 

After the issuance of the general public notice of rule making in this proceed- 
ing on May 13, 1961, one comment was submitted on June 19, 1961, by the Amer- 
ican Electric Power Service Corporation, in behalf of Appalachian Power Com- 
pany, Indiana & Michigan Electric Company, Kentucky Power Company, 
Kingsport Utilities, Inc., Ohio Power Company and Wheeling Electric Company. 

The staff recommends Commission adoption of the revised List of Units of 
Property as proposed in the notice of proposed rule making initiating this pro- 
ceeding with minor editorial revisions and the following further revision (page 
citation is to Volume 26 of the Frprrat REGISTER, issue of May 13, 1961) : 

Page 4168: 

Account 353, Station Equipment renumber item 37, make it 38. 

Account 353, Station Equipment add a new item 37, as follows: 
37. Voltage regulator (see also item 16). 
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This revised list will supersede any list of retirement units used heretofore, 
and will be effective January 1, 1961, pursuant to Electric Plant Instruction 10A 
(Class A and B) and Instruction 9A (Class C), of the revised Uniform System 
of Accounts Prescribed for Public Utilities and Licensees Subject to the Provi- 
sions of the Federal Power Act. 


The Commission finds: 


(1) In view of the foregoing, and upon consideration of all relevant matters 
presented, it is necessary and appropriate for the purposes of the Federal 
Power Act that the proposed revised List of Units of Property as set forth in 
the notice of proposed rule making (26 F.R. 4165-69) as modified by the changes 
set forth above, and as set forth below, be adopted and promulgated as this Com- 
mission’s revised List of Units of Property for Use in Connection With Uni- 
form System of Accounts Prescribed for Public Utilities and Licensees, effective 
January 1, 1961, all in the manner as hereinafter provided. 

(2) Good cause exists for the adoption of the revised List of Units of Property 
set forth herein effective as of January 1, 1961. 

The Commission acting pursuant to the Federal Power Act, as amended, par- 
ticularly sections 301, 304 and 309 thereof (16 U.S.C. 825, 825c, and 825h), orders: 

(A) Effective as of January 1, 1961, §§ 116.0-116.2, Part 116 of Subchapter 
C—-Accounts, Federal Power Act (18 CFR 116.0-116.2) are revised to read as 
set forth below. 

(B) Effective January 1, 1961, all Public Utilities and Licensees, in accounting 
for utility plant and changes therein, shall, in connection with the Uniform 
System of Accounts, conform their accounting to the requirements of the re- 
vised List of Units of Property appearing below. [Omitted in printing.] 

(C) The Secretary of the Commission shall cause prompt publication of this 
order. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan, L. J. 
O’Connor, Jr. 


PART 216—UNITS OF PROPERTY FOR USE IN ACCOUNTING, DOCKET 
NO. R-196 


ORDER No. 236 


ORDER PRESCRIBING LIST OF UNITS OF PROPERTY FOR USE IN CONNECTION WITH 
UNIFORM SYSTEM OF ACCOUNTS FOR NATURAL GAS COMPANIES 


(Issued October 16, 1961) * 


The Commission has under consideration in this proceeding the revision of its 
List of Units of Property for Use in Accounting for Additions to and Retirements 
of Gas Plant Prescribed for Natural Gas Companies, Part 216, Chapter I of 
Title 18, Code of Federal Regulations (CFR). The List of Units of Property, 
as revised, is prescribed hereinafter to become effective January 1, 1961. 

Part 216, §§ 216.1—216.2-379, corresponds to and appears as Appendix I, 
Retirement Units, at pages 161-176 of the Commission’s pamphlet publication 
of its Uniform System of Accounts Prescribed for Natural Gas Companies subject 
to the Provisions of the Natural Gas Act effective January 1, 1940, with amend- 
ments effective January 1, 1954. The aforesaid Retirement Units or List of 


*Published in Federal Register October 21, 1961 (26 F.R. 9892). 
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Units of Property was prescribed by Commission Order No. 69, of November 
3, 1939, effective January 1, 1940 (4 F.R. 4764, December 5, 1939), and was 
contained in the codification and reissuance of the Commission’s general rules 
promulgated by Commission Order No. 141, December 11, 1947, effective January 
1, 1948 (12 F.R. 8653, December 19, 1947). The proposed revision does not 
follow the numbering system employed in the Code of Federal Regulations, but 
follows the numbering system (accounts, instructions, definitions, etc.) used in 
the Commission’s pamphlet edition referred to above. 

Important developments in the natural gas industry since the adoption of the 
1940 List, the Commission’s experience over the intervening 21 years, and the 
promulgation last year of this Commission’s revised Uniform System of Accounts 
Prescribed for Natural Gas Companies, indicated the need for a revision of the 
List of Units of Property. Accordingly, this proceeding was commenced by 
notice of proposed rule making served upon interested parties, including State 
and Federal regulatory agencies, and by publication in the Federal Register 
on June 7, 1961 (26 F.R. 5010). Copies of the proposed List of Units of Property 
were served and published as a part of that general notice. 

The revision of the Commission’s List of Units of Property, as then proposed, 
with minor editorial revisions, is prescribed herein as a part of the Commission's 
System of Accounts to become effective January 1, 1961. 

The more significant changes and improvements to be found in the revised 
List of Units of Property are as follows: 

(a) Reference to the new account numbers adopted in the Uniform System 
of Accounts Prescribed for Natural Gas Companies, effective January 1, 1961; 

(b) A list of general retirement units to avoid the use of repetitive listings 
under several accounts of property units common to more than one account and 
to provide certain categories of similar types of property : 

(c) Expansion of items lists for certain accounts to include newer types of 
property and to remove uncertainties as to the appropriate retirement units for 
certain other types of property ; 

(d) Adoption of a new standard length for a main pipe line retirement unit; 
presently, a retirement unit consists of two continuous standard pipe lengths 
including fittings; in the revised List a retirement unit consists of a 100-foot 
length of main pipe with accessories ; and 

(e) In most cases the items lists have been rearranged and edited to make 
them clearer and easier to use. 

None of these changes affect, adversely, the basic principles, generally of the 
Commission's existing Lists of Units of Property; they remain undisturbed. 

The List of Units of Property and the instructions thereto conform basically 
to the list of units of property adopted by the National Association of Railroad 
and Utilities Commissioners earlier this year. The NARUC list of units was 
previously reviewed with a committee representing the industry by the NARUC 
Committee on Accounts and Statistics in which representatives of the Commis- 
sion’s staff participated. 

After the issuance of the general public notice of rule making in this proceed- 
ing on June 7, 1961, two commendatory comments were filed by two natural gas 
pipeline companies. 

The staff recommends Commission adoption of the revised List of Units of 
Property as proposed in the notice of proposed rule making initiating this pro- 
ceeding wtihout further revision. 

This revised List will supersede any list of retirement units in use heretofore, 
and will be effective January 1, 1961, pursuant to Gas Plant Instruction 10A 
(Class A and B) and Instruction 9A (Class C), of the revised Uniform System 
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of Accounts Prescribed for Natural Gas Companies Subject to the Provisions of 
the Natural Gas Act. 


The Commission finds: 


(1) In view of the foregoing, and upon consideration of all relevant matters 
presented, it is necessary and appropriate for the purposes of the Natural Gas 
Act that the proposed revised List of Units of Property as set forth in the notice 
of proposed rule making (26 F.R. 5040-46), be adopted and promulgated as 
this Commission’s revised List of Units of Property for Use in Connection With 
Uniform System of Accounts Prescribed for Natural Gas Companies, effective 
January 1, 1961, all in the manner hereinafter provided. 

(2) Good cause exists for the adoption of the revised List of Units of Property 
set forth herein effective as of January 1, 1961. 

The Commission acting pursuant to the Natural Gas Act, as amended, particu- 
larly sections 8, 10 and 16 thereof (15 U.S.C. 717g, 717i, and 7170), orders: 

(A) Effective as of January 1, 1961, §§ 216.1—216.2-379, Part 216 of Subchap- 
ter F—Accounts, Natural Gas Act (18 CFR 216.1—216.2-379) are revised to read 
as set forth below. [Omitted in printing.] - 

(B) Effective January 1, 1961, all Natural Gas Companies in accounting for 
utility plant and changes therein, shall, in connection with the Uniform System 
of Accounts, conform their accounting to the requirements of the revised List of 
Units of Property appearing below. 


(C) The Secretary of the Commission shall cause prompt publication of this 
order. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


AMERICAN PETROFINA COMPANY OF TEXAS, DOCKET NO. G-16991; 
COLUMBIA GULF TRANSMISSION COMPANY, DOCKET NO. G-—19193 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
AND VACATING CERTIFICATES 


(Issued October 19, 1961) 


On November 17, 1958, American Petrofina Company of Texas (Petrofina) 
filed in Docket No. G—16991 an application pursuant to Section 7(c) of the 
Natural Gas Act (Act) for authorization to assume and continue all the sales 
and transportations of natural gas in interstate commerce being made by Natural 
Gas Distributing Corporation (Natural) under Natural’s FPC Gas Rate Sched- 
ule Nos. 1-6, inclusive, which rate schedules have been adopted by Petrofina.’ 
By assignment effective May 31, 1958, Natural transferred all of its properties 
located in the States of Texas and Louisiana to American Petrofina, Incorporated 
(Petrofina, Inc.), which properties Petrofina, Inc. transferred to Petrofina by 
assignment effective June 30, 1958. 

On August 10, 1959, Columbia Gulf Transmission Company (Columbia) filed 
in Docket No. G-19193 an application pursuant to Section 7(c) of the Act for 
authorization to: (1) acquire from Petrofina and operate approximately 45,936 
feet of 414-inch O.D. pipeline extending from a point on Columbia’s 30-inch 
main transmission line in Franklin Parish, Louisiana, to dehydration facilities 


1See Appendix hereto. 
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of Petrofina in the Killens Ferry Area, and (2) construct and operate a measur- 
ing station on said pipeline, all as more fully described in Docket No. G-19193. 

Also on August 10, 1959, Petrofina filed an amendment to its application in 
Docket No. G-16991 to exclude therefrom the transportation of natural gas by 
means of the 45,936 feet of pipeline sought to be acquired by Columbia, for 
authority to transfer said pipeline to Columbia, and to exclude from the au- 
thorization requested in the original application service to be rendered from 
acreage in the Killens Ferry Field by Robert F. Roberts, et a/. (application pend- 
ing in Docket No. G-19191), originally dedicated to Petrofina’s contract but since 
conveyed to Roberts. 

Columbia will pay $45,936 of the total sum of $80,000 which Petrofina will 
receive for the 45,936 feet of pipeline which it proposes to convey to Columbia. 
The joint operators, of which Petrofina is one, of a gasoline processing plant to 
be built in Tensas Parish will pay the balance of $34,064 of said $80,000. The 
measuring station to be constructed by Columbia will cost an estimated $18,360. 
All financing will be from funds on hand. 

Temporary authorizations to perform the acts and services as specified in the 
respective applications in Docket Nos. G—16991 and G-—19193 were granted to the 
two Applicants on October 23, 1959. 

Notice of the public hearing to be held on October 12, 1961, included the two 
Applicants, Robert F. Roberts, et al. and Chicago Mill and Lumber Company, 
et al., Docket Nos. G-19191 and G—19192, respectively. By notice issued 
October 10, 1961, said Docket Nos. G-19191 and G-—19192 were severed from 
this consolidated proceeding for such separate disposition as may be appropriate. 
The hearing respecting the matters involved in and the issues presented by the 
applications in Docket Nos. G—16991 and G—19193 was convened in Washington, 
D.C., on October 12 and concluded on October 13, 1961. No petitions to inter- 
vene or protests to the granting of the applications have been received. Staff 
counsel moved orally at the hearing that the intermediate decision procedure 
be omitted and that the Commission render a decision herein pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, American Petrofina Company of Texas, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order issued November 22, 1960, in Docket No. G—18628 
(Docket No. G-18078, et al., 24 FPC 979). 

(2) Applicant, Columbia Gulf Transmission Company, a Delaware corpora- 
tion having its principal place of business in New York, New York, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order issued November 5, 1958, in Docket No. G-15524 
(20 FPC 681). 

(3) The assumption and continuation by American Petrofina Company of Texas 
of all the sales and transportations of natural gas in interstate commerce (ex- 
cept the transportation through the 45,936-foot pipeline to be sold to Columbia, 
and except the sale from certain acreage assigned by Petrofina to Robert F. 
Roberts, et al. as evidenced by Supplement No. 8 to Petrofina’s FPC Gas Rate 
Schedule No. 9) being made by Natural Gas Distributing Corporation under 
Natural’s FPC Gas Rate Schedules Nos. 1-6, inclusive, which have been adopted 
by Petrofina as evidenced by Petrofina’s filed notices of succession to Natural's 
rate schedules shown on the Appendix which is attached to this order, as here- 
inbefore described and as more fully described in the application, as supple- 
mented, in Docket No. G—16991, are subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 
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(4) The facilities proposed to be acquired, constructed and operated by 
Columbia Gulf Transmission Company, as hereinbefore descrived and as more 
fully described in the application in Docket No. G—19193, will be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the aforesaid acquisition, construction and 
operation thereof by Columbia are subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(5) The assumption and continuation of sales as proposed in Docket No. 
G-16991, and the acquisition, construction and operation of facilities as proposed 
in Docket No. G-19193 are required by the public convenience and necessity and 
certificates therefor should be issued as hereinafter ordered and conditioned. 

(6) The respective Applicants herein are able and willing properly to do the 
acts and to perform the services proposed and to conform to the provisions of 
the Natural Gas Act and the requirements, rules and regulations of the 
Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (c)(3), (c)(4), (d)(2), (d)(3) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the issuance of the certificates hereinafter 
granted to Columbia Gulf Transmission Company in Docket No. G—19193 and 
to the exercise of the rights granted thereunder. 

(8) For reasons set forth herein, the certificates of public convenience and 
necessity heretofore issued to Natural Gas Distributing Corporation in Docket 
Nos. G-2945, G-7394, G-7395, G-7396 and G-—8556 should be vacated as herein- 
after ordered. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing American Petrofina Company of Texas to assume and con- 
tinue all the sales and transportations of natural gas in interstate commerce, with 
the exceptions hereinbefore noted, being made by Natural Gas Distributing Cor- 
poration under the appropriate rate schedules and supplements of Petrofina as 
shown on the Appendix which is attached to this order and is hereby made a part 
hereof, all as herinbefore described and as more fully described in the applica- 
tion, as supplemented, in Docket No. G—16991, upon the terms and conditions of 
this order. 

(B) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Columbia Gulf Transmission Company to acquire, construct 
and operate the facilities hereinbefore described, all as more fully set forth in 
the application in Docket No. G-19193, upon the terms and conditions of this 
order. 

(C) The certificate granted in paragraph (A) above is not transferable and 
shall be effective only so long as Petrofina continues the acts or operations 
hereby authorized in accordance with the provisions of the Natural Gas Act 
and the applicable rules, regulations and order of the Commission thereunder. 

(D) The grant of the certificate issued in paragraph (A) above shall not be 
construed as a waiver of the requirements of Section 4 of the Natural Gas Act 
or of Section 154 of the Commission’s Regulations thereunder, requiring the 
filing of rate schedules for the services hereby authorized and is without preju- 
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dice to any findings or orders which have been or may hereafter be made by 
the Commission in any proceedings now pending or hereafter instituted by or 
against the Applicant in Docket No. G—16991. Further, our action in this pre 
ceeding shall not foreclose nor prejudice any future proceedings or objections 
relating to the operation of any price or related provisions in the gas purchase 
contracts herein involved. 

(E) The general terms and conditions set forth in paragraphs (c) (3), (c) (4), 
(d) (2), (d) (3) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (B) above to Columbia Gulf Transmission Company in Docket No. 
G—19193 and to the exercise of the rights granted thereunder. 

(F) The certificates of public convenience and necessity heretofore issued 
to Natural Gas Distributing Corporation in Docket No. G—-2945 (Docket No. 
G—2721, et al., issued October 28, 1954), Docket Nos. G—-7394, G—7395, and G—7396 
(Docket No. G—7368, et al., issued June 9, 1955), and Docket No. G-8556 (Docket 
No. G-8130, et al., issued June 5, 1958) be and the same are hereby vacated. 


APPENDIX 
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Certificate tion—Natural Gas} American Petro- | assignments— 
Docket Purchaser Distributing fina Company of Supplement 
No. | Corp., FPC gas Texas, FPC gas No. 
| | rate schedule No. | rate schedule No. 
deicatinbcmazeaall i ieee 7 & . | mc 
G-2045.....| United Fuel Gas Company-.-.---- 1 9 5* and 6**. 
G-7 ..--| United Gas Pipe Line Company... 25 213 16* and 17**. 
G-7395.....| United Gas Pipe Line Company-. 2 10 4* and 5**, 
G-7396....-. United Gas Pipe Line Company-- 3 ll 12* and 13**, 
4 12 6* and 7**. 
G-8556.- a Tennessee Gas Transmission 
Ge icncnqensssqcsuquitabied 16 114 4* and 5**. 





1 Operator, et al. 

2 et al. 

*Assignment of May 29, 1958. 
** Assignment of June 26, 1958. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


ARKANSAS LOUISIANA GAS COMPANY, DOCKET NO. CP61-334 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued October 19, 1961) 


On June 21, 1961, Arkansas Louisiana Gas Company (Applicant) filed an 
application, as supplemented on July 12, 1961, and August 1, 1961, in Docket 
No. CP61-334, pursuant to Section 7(c) of the Natural Gas Act, for a certificate 
of public convenience and necessity seeking authorization to acquire through 
an Agreement and Plan of Reorganization dated May 19, 1961, and to operate 
all of the facilities of MidSouth Gas Company (MidSouth), and to perform all 
acts and services now being made by MidSouth, to the extent that such facilities, 
acts, services and sales are subject to the jurisdiction of the Commission. 
Applicant also proposes to acquire all of MidSouth’s non-jurisdictional facilities, 
after which MidSouth will be dissolved. 

Applicant owns and operates a natural gas system used for the purchasing, 
gathering, transmission, distribution and sale of natural gas at retail through 
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its own distribution systems and is actively engaged in the exploration for and 
production of natural gas and oil. With a limited exception in its Oklahoma- 
Kansas Division and some field sales to pipeline companies, Applicant makes 
no sales for resale, but is primarily a distribution company selling natural gas 
directly to consumers. 

As of April 30, 1961, MidSouth’s facilities included 225.7 miles of transmission 
lines, 706.64 miles of distribution lines together with the usual meters and 
regulators and other appurtenances to furnish natural gas service at retail to 
approximately 48,000 customers in 55 communities in eastern Arkansas and to 
transport gas for others. Applicant’s and MidSouth’s systems are not at pres- 
ent, or proposed to be, interconnected. 

As of April 30, 1961, the application shows that the total depreciated plants 
of MidSouth and of Applicant were valued at $9,637,057 and $129,992,981, 
respectively. 

Pursuant to the Agreement and Plan of Reorganization, Applicant will take 
over the entire assets and properties of MidSouth and in exchange Applicant 
is to assume all the obligations and liabilities of MidSouth and deliver to the 
stockholders of MidSouth 336,000 shares of Applicant’s common stock. The 
stockholders of MidSouth, on June 8, 1961, the Board of Directors of MidSouth 
on May 19, 1961, and the Board of Directors of Applicant on May 19, 1961, 
approved and adopted the Agreement and Plan of Reorganization. 

Required authorizations have been received from the appropriate regulatory 
agencies of Kansas and of Arkansas. 

Applicant as the surviving corporation will continue all services presently 
being rendered by MidSouth at the effective rates in MidSouth’s filed FPC gas 
tariff which Applicant has formally engaged to adopt effective upon consumma- 
tion of the proposed merger ; thus, there will be no interruption or abandonment 
of service now being rendered by MidSouth. 

The docket numbers of the certificate authorizations heretofore granted to 
MidSouth by the Commission and the docket number of MidSouth’s pending 
application, in all of which Applicant’s name is proposed to be substituted for 
that of MidSouth, are listed in Appendix A to this order. 

It appears that the accounting for the proposed merger as proposed by Appli- 
eant conforms to the requirements of the Commission’s Uniform System of 
Accounts. 

The proposed merger should result in a stronger surviving corporation, better 
able to serve the public in the service areas of each individual company. 

By notice, dated October 3, 1961, the hearing originally scheduled to be held 
in this proceeding on October 5, 1961, was postponed to a date to be fixed by 
further notice. On September 22, 1961, Wiley A. McGehee, by his attorney, filed 
an informal protest ; however, on October 4, 1961, said protestant, by his attorney, 
advised the Commission that he did not plan to intervene or offer any evidence 
in the subject proceeding. No petition to intervene or no other protest to the 
granting of the application has been received. Pursuant to due notice, a public 
hearing was held in Washington, D.C., on October 13, 1961, respecting the mat- 
ters involved in and the issues presented by the application herein. Staff counsel 
moved orally at the hearing that the intermediate decision procedure be omitted 
and that the Commission render a decision herein pursuant to Section 1.30 (c) 
(1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Arkansas Louisiana Gas Company, a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, is a “natural-gas 
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company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of January 26, 1943, in Docket No. G—252 (3 
FPC 910). 

(2) The facilities proposed to be acquired and operated by Applicant, as 
hereinbefore described and as more fully described in the application, as supple- 
mented, in this proceeding, will be used in the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the acquisition and operation thereof by Applicant are subject to the require 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The transportation and sale of natural gas by means of facilities to be 
acquired by Applicant from MidSouth, as more fully described in the applica- 
tion, as supplemented, in this proceeding, will be made in interstate commerce, 
subject to the jurisdiction of the Commission, and such transportation and sale 
are subject to the requirements of subsections (¢c) and (e) of Section 7 of the 
Natural Gas Act. 

(4) The acquisition and operation of the facilities and the transportation and 
sale of natural gas therefrom, as proposed by Applicant, are required by the 
public convenience and necessity and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (d) and (e) of Section 157.20 of 
the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the issuance of the certificate referred to in paragraph (4) 
above and to the exercise of the rights granted thereunder. 

(7) The name of Arkansas Louisiana Gas Company should be substituted 
for that of MidSouth Gas Company in the certificate authorizations heretofore 
granted to MidSouth by this Commission, and in MidSouth’s pending application, 
in the dockets listed in Appendix A to this order. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Arkansas Louisiana Gas Company to acquire and 
operate the facilities and to transport and sell natural gas as hereinbefore 
described, all as more fully described in the application, as supplemented, in this 
proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (d) 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act shall attach to the issuance of the certificate granted in paragraph (A) 
hereof and to the exercise of the rights granted thereunder. 

(C) The name of Arkansas Louisiana Gas Company be and is hereby substi- 
tuted for that of MidSouth Gas Company in the certificate authorizations here- 
tofore granted to MidSouth by this Commission, and in MidSouth’s pending 
application, in the dockets listed in Appendix A attached to this order which is 
hereby made a part hereof. 

(D) The acquisition hereinabove authorized shall be consummated and opera- 
tion begun by Applicant within 8 months of the date hereof. 


693—-488—64——40 
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APPENDIX A 


Outstanding authorizations to MidSouth Gas Company in which the name of 
Arkansas Louisiana Gas Company is to be substituted for that of MidSouth: 
Docket Nos. G—1444, G-1445, G—1527, G-1680, G—10591, G-12030. 

Pending application of MidSouth Gas Company in which the name of Arkansas 


Louisiana Gas Company is to be substituted for that of MidSouth: Docket No. 
G-17567. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 





THE MANUFACTURERS LIGHT AND HEAT COMPANY, 
NO. CP62-9 


DOCKET 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued October 19, 1961) 


On July 17, 1961, The Manufacturers Light and Heat Company (Applicant) 
filed an application in Docket No. CP62-9, pursuant to Section 7(c) of the 
Natural Gas Act, for a certificate of public convenience and necessity authoriz- 
ing the construction and operation of certain facilities in order to provide direct 
industrial natural gas service to Crescent Brick Company (Crescent) in 
Hancock County, West Virginia. 

Applicant proposes to construct and operate metering and regulating facilities, 
approximately 1,975 feet of 8-inch transmission line extending from a point on 
Applicant’s Line No. 5 near the corporate limits of Empire-Stratton, Ohio, east- 
ward across the Ohio River to a point on the West Virginia side, and approx- 
imately 2,750 feet of 4-inch pipeline extending from the terminus of the 8-inch 
line northward to Crescent’s plant. 

The gas will be used by Crescent for firing 15 ladle brick kilns and two addi- 
tional kilns which are under construction. 

The estimated annual and maximum day requirements of Crescent in the 
first full year of operation are 360,000 and 1,400 Mcf at 14.73 psia, respectively. 

The estimated cost of the proposed facilities is $105,000, which cost is to be 
financed from funds on hand. Pursuant to agreement between Applicant and 
Crescent, dated February 28, 1961, Crescent has agreed to contribute $51,000 
to the cost of the facilities; however, Applicant will refund 10 percent of 
its monthly bill to Crescent (not to exceed annually 20% of the initial con- 
tribution) until such time as the actual amount of the contribution has been 
repaid. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
October 9, 1961, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, The Manufacturers Light and Heat Company, a Pennsylvania 
corporation having its principal place of business in Pittsburgh, Pennsylvania, is 
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a “natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of December 29, 1944, in Docket No. 
G-593, et al., (4 FPC 821). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation in this proceeding, are to be used in the transportation and delivery of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission 
and the construction and operation thereof by Applicant are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities and the proposed 
transportation and delivery of natural gas by Applicant, are required by the 
public convenience and necessity and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(1), (ce) (38), (c) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act (18 
CFR 157.20) should attach to the certificate hereinafter issued to Applicant and 
to the exercise of the rights granted thereunder, and that the construction of the 
facilities authorized by this order shall be completed and said facilities placed in 
actual operation within 6 months from the date on which this order issues. 

(6) The volumes of natural gas to be transported and delivered by Applicant 
to Crescent should be limited to a total maximum of 1,400 Mef per day at 14.73 
psia. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant, The Manufacturers Light and Heat Company, to 
construct and operate the proposed facilities and to transport and deliver natural 
gas, as hereinbefore described, all as more fully described in the application 
herein, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (1), (ec) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (A) hereof and to the exercise of the rights granted 
thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within 6 months from the date on which 
this order issues. 

(D) The maximum volume of natural gas which may be delivered and trans- 


ported by Applicant to Crescent shall be not more than 1,400 Mef per day at 14.73 
psia 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuyken- 
dall, Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


STATEMENT OF GENERAL POLICY NO. 62-1 


STATING POLICY WITH RESPECT TO THE ISSUANCE OF TEMPORARY CERTIFICATES 
PUBLIC CONVENIENCE AND NECESSITY TO PIPELINE COMPANIES 


OF 


(Issued October 19, 1961) * 


Section 7(c) of the Natural Gas Act (15 U.S.C. 717f(c)), after setting forth 
the requirements for obtaining a certificate of public convenience and necessity 
(i.e., permanent authority), contains the following proviso: 
Provided, however, That the Commission may issue a temporary certificate 
in cases of emergency, to assure maintenance of adequate service or to serve 
particular customers, without notice or hearing, pending the determination 
of an application for a certificate, and may by regulation exempt from the 
requirements of this section temporary acts or operations for which the issu- 
ance of a certificate will not be required in the public interest. (15 U.S.C. 
T17£(c)) 
The vital distinction, from the procedural standpoint, between the provision re- 
lating to grant of permanent authority and that pertaining to the issuance of a 
temporary certificate is that the latter may be accorded without notice or 
hearing. 

While the Commission has, on occasion, interpreted the proviso rather broadly, 
it is our view that the notice and hearing procedure should be accorded unless 
there is an emergency and the proposed enlargement or extension of facilities is 
comparatively minor. 


The Commission finds: 


(1) The statement issued herein concerns a matter of interpretation and gen- 
eral policy which does not require notice or hearing under section 4(a) of the 
Administrative Procedure Act. 

(2) Early dissemination of the Commission’s interpretation of the proviso 
referred to herein is in the public interest. Good cause therefore exists to bring 
it to the immediate attention of persons affected thereby. 


The Commission, acting pursuant to the authority of the Natural Gas Act, as 
amended, particularly Sections 7 and 16 thereof (52 Stat. 824, 830; 56 Stat. 83; 
15 U.S.C. 717f, 7170), orders: 

(A) Effective upon issuance of this statement, Part 2, Subchapter A, General 
Rules, Chapter I of Title 18 of the Code of Federal Regulations, is amended by 
adding a new section 2.57 to read as follows: 

§ 2.57 Temporary certificates—pipeline companies. 

The Federal Power Commission will exercise the emergency powers set 
forth in the second proviso of Section 7(c) of the Natural Gas Act to au- 
thorize in appropriate cases, by issuance of temporary certificates, compara- 
tively minor enlargements or extensions of an existing pipeline system. It 
will not be the policy of the Commission, however, to proceed summarily, i.e., 
without notice or hearing, in cases where the proposed construction is of 

major proportions. Pipeline companies are accordingly urged to conduct 
their planning and to submit their applications for authority sufficiently 
early so that compliance with the requirements relating to issuance of perma- 


*Published in the Federal Register on October 29, 1961, 26 FR 10098. 
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nent certificates of public convenience and necessity (when those require- 
ments are deemed applicable by the Commission) will not cause undue delay 
in the commencement of necessary construction. 
(B) The Secretary shall cause prompt publication of this statement to be 
made in the Federal Register. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. CP62-11 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued October 19, 1961) 


On July 18, 1961, United Gas Pipe Line Company (Applicant) filed an applica- 
tion in Docket No. CP62-11, pursuant to Section 7(c) of the Natural Gas Act, for 
a certificate of public convenience and necessity authorizing the construction 
and operation of certain facilities in order to sell and deliver natural gas to 
Williamsville Water Company, Inc. (Water Company) for resale and distribu- 
tion in the community of Williamsville and to rural customers along Water Com- 
pany’s proposed pipeline, all in Attala County, Mississippi. 

Applicant proposes to construct and operate the following facilities: 

Approximately 0.0076 mile of two-inch pipeline, sales meter station, and 
appurtenant facilities from a point near milepost 296 on Applicant’s 30-inch 
Offshore to Kosciusko pipeline, all in Attala County, Mississippi. 

The total cost of the proposed construction is estimated to be $4,038, which 
cost will be financed from current working funds. 

The estimated peak day and annual requirements of Williamsville are: 

Mef at 14.78 psia 
Peak day Annual 
35 3, 035 

51 4, 552 

5, 690 


Effect of the proposal on Applicant’s gas supply would be negligible. 


The estimated cost of facilities to be constructed by Water Company is 
approximately $22,000. 

Water Company has obtained certificate authorization from the Mississippi 
Public Service Commission and a franchise from the County of Attala to render 
the proposed service. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
October 12, 1961, respecting the matters involved in and the issues presented 
by the application, herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, United Gas Pipe Line Company, a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
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Commission in its order of November 10, 1942, in Docket No. G—232 (3 FPC 
863). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding are to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion and the construction and operation thereof by Applicant are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities and the pro- 
posed sale of natural gas to Water Company for resale, by Applicant, are re- 
quired by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c)(4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the issuance of the certificate hereinafter issued to the 
Applicant and to the exercise of the rights granted thereunder, and that the 
construction of the facilities authorized by this order shall be completed and 
said facilities placed in actual operation within 12 months from the date on 
which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, United Gas Pipe Line Company, to con- 
struct and operate the proposed facilities and to seil and deliver natural gas, 
as hereinbefore described, all as more fully described in the application, herein, 
upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (¢) (4) and (e) of Section 157.20 of the Commission’s Regulations un- 
der the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission's 
Regulations under the Natural Gas Act within 12 months from the date on which 
this order issues. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O'Connor, Jr., and Charles R. Ross. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. CP62-17 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND WAIVING TARIFF CONDITION 


(Issued October 19, 1961) 


On July 20, 1961, as supplemented on August 7, 1961, United Gas Pipe Line 
Company (Applicant), a Delaware corporation having its principal place of 
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business in Shreveport, Louisiana, filed in Docket No. CP62-17 an application 
pursuant to Section 7(c) of the Natural Gas Act for a certificate of public 
convenience and necessity authorizing the construction and operation of approxi- 
mately 0.2462 miles of 2-inch pipeline, a sales meter station, and appurtenant 
facilities at a point near the National Compress & Warehouse Company, Inc. 
(National) plant site, and the acquisition of meter station facilities from Ten- 
nessee Gas Transmission Company (Tennessee), all located near Drew in Sun- 
flower County, Mississippi, all as more fully set forth in the application and 
supplement. 

The proposed facilities are necessary to provide gas deliveries from Tennessee 
to Applicant for resale to United Gas Corporation for resale to National for 
boiler fuel and miscellaneous uses but not for operation of its compress. 

The estimated peak day and annual sales volumes for National during the 
third year of operations are 675 Mcf and 20,200 Mcf respectively. The gas will 
be purchased by Applicant from Tennessee under an existing service agreement 
and pursuant to Tennessee’s FPC Gas Tariff GS-1. 

Tennessee proposes to provide the necessary tap on its pipeline and to construct 
the meter station for Applicant at Applicant’s expense, and further proposes to 
lease the meter station from Applicant. Applicant will maintain the building 
and premises. This arrangement is in conflict with Article 1, Section IV, of the 
General Terms and Conditions of Tennessee’s FPC Gas Tariff, Eighth Revised 
Volume No. 1, which provides that Tennessee should bear the expenses for facil- 
ities of this type. 

The proposed additional delivery point will be provided by Tennessee as a 
“convenience” to Applicant to enable it to make the proposed industrial sale. 
It appears, therefore, that any costs and risk associated therewith should be 
borne by Applicant and, accordingly, the above-cited provisions of Tennessee’s 
tariff should be waived. 

The estimated total cost of the proposed facilities is $11,760, of which $8,110 
is for construction by Applicant and $3,650 is for the acquisition from Tennessee, 
and all of which will be financed out of current working funds. 

Tennessee will construct its portion of the total facilities pursuant to author- 
ization issued to it in Docket No. CP61-250. 

Temporary authorization to construct, operate, and acquire the proposed 
facilities herein was granted to Applicant on August 23, 1961. 

Gas supply for the proposed service will be purchased by Applicant under its 
existing service agreement with Tennessee and by United Gas Corporation under 
its existing agreement with Applicant. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
October 3, 1961, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protests to the granting of the 
application have been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 
The Commission finds: 


(1) Applicant, United Gas Pipe Line Company, a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of November 10, 1942, in Docket No. G-—232 (3 F.P.C. 
S63). 
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(2) The facilities hereinbefore described, as more fully described in the 
application, as supplemented, in this proceeding, are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the construction, operation, and acquisition 
therefore by Applicant are subject to the requirements of Subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction, operation, and acquisition of the facilities 
and the transportation and sale of natural gas by Applicant are required by 
the public convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4), (d) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the issuance of the certificate referred to in paragraph 
(4) above and to the exercise of the rights granted thereunder, and that the 
time within which construction and acquisition of the facilities authorized by 
this order should be completed and the facilities placed in actual operation 
should be fixed at six months from the date on which this order issues. 

(6) It is appropriate in carrying out the provisions of the Natural Gas Act 
that Article 1, Section IV, of the General Terms and Conditions of Tennessee 
Gas Transmission Company’s FPC Gas Tariff, Eighth Revised Volume No. 1 
(obligating Tennessee Gas Transmission Company to construct and maintain 
the measuring station to be used for the subject sale) should be waived in 
this instance inasmuch as the contemplated construction, operation, and ac- 
quisition is to effectuate a convenience type sale. 

(7) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record and, not having been denied by the Commission, is granted pursuant 
to Section 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing United Gas Pine Line Company to construct, operate, 
and acquire the facilities hereinbefore described and as more fully described 
in the application, as supplemented, in this proceeding upon the terms and 
conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), (d) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall apply to the issuance of the certificate granted in 
paragraph (A) above and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities authorized by this order shall be 
completed, acquired and placed in actual operation as provided by paragraph 
(b) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act is hereby fixed at six months from the date on which this order issues. 

(D) Article 1, Section IV, of the General Terms and Conditions of Tennessee 
Gas Transmission Company’s FPC Gas Tariff, Eighth Revised Volume No. 1 
is hereby waived insofar as it pertains to the instant proposal. 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. CP61-131 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued October 19, 1961) 


United Gas Pipe Line Company, (United), a Delaware corporation with princi- 
pal place of business at 1525 Fairfield Avenue, Shreveport, Louisiana, filed in 
Docket No. CP61-131 on November 1, 1960, as supplemented on December 8, 1960 
and April 4, 1961, an application for a certificate of public convenience and neces- 
sity, pursuant to Section 7(c) of the Natural Act, authorizing United to construct 
and operate pipeline looping facilities and to sell and deliver about 49,865 Mcf 
of additional gas to its existing direct industrial and resale customers in the 
Pensacola, Florida, area, all as hereinafter described, subject to the jurisdiction 
of the Commission, as more fully represented in United’s application. 

United’s application seeks authorization to construct and operate on its 
existing Mobile-to-Pensacola line approximately 39.45 miles of 24-inch loop of 
which 20.75 miles are proposed to be constructed in 1961 to supply its customers’ 
increased requirements for the 1961-62 heating season and the remaining 18.7 
miles are proposed to be constructed in 1962 to meet increased customer require- 
ments for the 1962-63 heating season. Phase one of the loop is proposed to be 
constructed from a point in Escambia County, Florida, to a point in Baldwin 
County, Alabama, in order to augment existing pipeline capacity by about 28,110 
Mcf* per day to supply the increased requirements, totaling 18,050 Mcef, of 
United’s firm industrial customers and to meet the increased requirements, 
amounting to 10,790 Mcf, of United’s resale customers for the 1961-62 heating 
season. Phase two of the looping facilities consists of 18.7 miles of pipe to be 
constructed westward in Baldwin County, Alabama, from the termination of the 
phase-one portion of the loop so as to add about 21,025 Mcf per day of capacity 
for the purpose of supplying about 13,000 Mcf of increased firm industrial re- 
quirements and 8,025 Mcf of increased resale customer requirements for the 
1962-63 heating season. The proposed phase-one facilities will increase the 
present capacity of the Mobile-Pensacola line from approximately 372,348 Mcf 
per day to 400,458 Mcf and the proposed phase-two facilities will further in- 
crease the line’s capacity to about 421,483 Mcf per day. 

The total estimated cost of the proposed facilities, including overhead and 
contingencies, is $3,871,432 of which amount approximately $2,046,186 would be 
required for the phase-one facilities and $1,825,246 would be needed for the 
phase-two facilities. United proposes to finance the proposed project out of its 
current working funds. 

It appears that the proposed additional service will not significantly affect 
United’s gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on Oc- 
tober 12, 1961, respecting the matters involved in and the issues presented by the 


? All volumes are given at a pressure base of 14.9 pounds per square inch absolute. 
The present facilities apparently have about 730 Mcef of excess capacity over the market 
requirements for 1960-61 for which United has made allowances in proposing to construct 
28,110 Mcf of capacity to supply the additional 28,840 Mcf of gas required by both direct 
and resale customers. 
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application. No petition to intervene or protest to the granting of the applica- 
tion has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 





(1) Applicant, United Gas Pipe Line Company, is engaged in the transporta- 
tion of natural gas in interstate commerce and the sale in interstate commerce 
of such gas for resale, and therefore is a “natural-gas company” within the 
meaning of the Natural Gas Act and subject to the provisions thereof as here- 
tofore found by the Commission in its order of January 20, 1942, in Docket No. 
G-216 (3 FPC 8). 

(2) The facilities proposed to be constructed, as hereinbefore described and 
as more fully described in the application, as supplemented, are proposed to be 
used for the transportation and sale for resale of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, as an integral part of 
United’s existing pipeline system, and therefore, are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) United is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation by United of the facilities described in 
paragraph (2) hereof are required by the public convenience and necessity, and 
therefore, United’s request for a certificate of public convenience and necessity 
should be granted and United should be authorized to perform the aforesaid 
acts, operations and service as hereinafter ordered and conditioned. 

(5) The request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30(c) of the Commis- 
sion’s Rules of Practice and Procedure was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of said Rules. 


The Commission orders: 





(A) A certificate of public convenience and necessity is hereby issued to 
United authorizing it to construct and operate the facilities hereinbefore de- 
scribed, all as more fully described in the application, as supplemented, for 
the transportation and sale of natural gas in interstate commerce for resale, 
subject to the jurisdiction of the Commission upon the terms and conditions of 
this order. 

(B) There shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder, the general 
conditions applicable to certificates set forth in subsections (a), (b), (c) (1), 
(c) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (b) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act is fixed at 15 months 
from the date on which this order issues. 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuyken- 
dall, L. J. O’Connor, Jr. and Charles R. Ross. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-18419; 


MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NOS. G—12292, 
G-17512, RP60-9 


ORDER IN RESPONSE TO CERTIFICATION OF QUESTIONS BY PRESIDING EXAMINER AND 
SPECIFYING PROCEDURE 


(Issued October 20, 1961) 


These proceedings involve proposed rate increases filed by Michigan Wisconsin 
Pipe Line Company (Michigan Wisconsin) and American Louisiana Pipe Line 
Company (American Louisiana) pursuant to Section 4(e) of the Natural Gas 
Act (Act). 

By order dated August 31, 1961, the Commission consolidated the above num- 
bered dockets and directed that a hearing in the consolidated proceedings com- 
mence on September 21, 1961. The order recited that following three confer- 
ences held between the Commission’s staff and the parties to the proceeding there 
had been drafted and submitted to the Commission on July 14, 1961, a stipulation 
which, with related cost-of-service schedules, would dispose of all matters in 
each of these rate proceedings except for the questions of future rate design for 
each of the two companies involved. The order also provided that upon the 
commencement of the hearing it would be recessed and a pretrial conference con- 
vened to enable each of the parties to the proceeding to either agree to, or op- 
pose, the stipulation above referred to in order “that if any issues are to be con- 
troverted in the hearing, such issues may be made specifically known to all 
parties” to the proceeding. 

Pursuant to said order the hearing was convened on September 21st, was then 
recessed, and a prehearing conference was had, after which the hearing was 
reconvened for the purpose of affording all parties present to state their position 
regarding the stipulation on the record.’ Michigan Wisconsin, American Louisi- 
ana, Wayne County, Michigan, Michigan Consolidated Gas Company, Ohio 
Valley Gas Corporation, Fuels Research Council, et al., Paris-Henry County 
P.U.D., Michigan Gas Utilities Company’ and the staff of this Commission 
agreed to the stipulation. The Public Service Commission of Wisconsin and 
the State of Wisconsin had no objection to the stipulation insofar as it relates 
to Docket Nos. G—18419 and RP60-9. However, with relation to Docket Nos. 
G-—12292 and G—17512 (the so-called locked in periods) the Wisconsin Commission 
and the State of Wisconsin except to the rate of return provided for in the 
stipulation and reserve the right to contest this issue by brief and oral argument 
before this Commission. 

With the exceptions appearing in the footnotes, the following parties concurred 
in the position stated by the Wisconsin Commission and the State of Wisconsin, 
namely, Michigan Public Service Commission,’ Wisconsin Fuel and Light Com- 
pany, Wisconsin Power and Light Company, Wisconsin Natural Gas Company, 
Wisconsin Michigan Power Company, Milwaukee Gas Light Company, Madison 


1 The stipulation, letter of transmittal to the Commission, and the related cost-of-service 
schedules appear at pages 17 to 37 of the hearing transcript of these proceedings. 

2 With the understanding that the term “design of the rates’ as used in Paragraph 7 
of the stipulation includes all aspects of the tariff of Michigan Wisconsin. 

3 Except that the stipulation fails to treat tax reserve accounts related to accelerated 
depreciation as cost-free capital in computing the allowable return. 
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Gas and Electric Company, North Central Public Service Company, Iowa Electric 
Light and Power Company,‘ Iowa Southern Utilities Company,® and Wisconsin 
Public Service Corporation. 

Only three of the participants refused to concur (with the qualifications 
stated) in the position of Wisconsin and the Wisconsin Commission. They were 
American Gas Company (which has not filed a petition to intervene), Keokuk 
Gas Service Company and Michigan Gas Service Company. 

Keokuk Gas Service Company was unwilling to agree to the stipulation because 
of the inadequacy of “expert information.” American Gas Company “would 
refuse to enter into a stipulation with any * * * subsidiary of the American 
Gas System * * *” 

One of the customers of Michigan Wisconsin, namely Michigan Gas and Elec- 
tric Company (Michigan Gas) took the position, although it did not contend 
“that it is necessary to try all the issues that the stipulation proposed to cover”, 
that it could not agree to the stipulation for the following reasons: ° 

1. The stipulation proposes a settlement on the basis of past and future rates 
of return that have not been supported by evidence. 

2. The stipulation does not provide that the matter of rate design with respect 
to past periods will be in issue in the hearing. 

3. The scope of what is included in the term “rate design” as used in the stipu- 
lation is not precisely defined. 

4. The stipulation does not specifically provide that such refunds as may 
accrue to one or both of the respondents herein be passed on to the customers of 
those companies. 

5. The stipulation does not specifically provide for the reduction of the rate 
levels in the event rates to Michigan Wisconsin and American Louisiana are 
reduced. 

6. It is not clear that the question whether American Louisiana’s form of rate 
should be revised is to be an issue in the proceeding. 

We have considered the rate filings make by Michigan Wisconsin and Ameri- 
can Louisiana and the stipulation tendered on July 14, 1961. Such consideration 
causes us to conclude that the stipulation as modified herein is a reasonable 
settlement of these rate proceedings. 

The basic data to support their claimed rates of return were submitted by the 
respondent companies in their respective filings in these dockets. In view of the 
position of the Public Service Commission of Wisconsin and the State of Wis- 
consin with respect to the rate of return for the so-called “locked in” proceed- 
ings (Docket Nos. G—12292 and G-17512) and the position of Michigan Gas with 
respect to rate of return generally, we believe that this issue should be considered 
by us after receiving briefs and hearing oral argument of all parties to this 
proceeding who wish to be heard thereon. At the same time, all parties who 
wish so to do may present their contentions in brief and by oral argument on 
the point raised by the Michigan Public Service Commission regarding the tax 
treatment of tax reserve account related to accelerated depreciation. 

The term “design of the rates” as used in Paragraph 7 of the stipulation (Tr. 
25) includes all aspects of the tariffs of respondents for the future, but as 
expressly stated excludes the rates for small general and development services 


‘With the understanding that the issue of maximum allowance per day for the use of 
the SGS rate will be in issue in the hearing as a matter of rate design. 

5 Except as to future design of the rates. 

* Counsel for Michigan Gas also indicated that he was continuing to raise the matter 
of test period, but he contemplated further discussion on that issue with his principals. 
No specific objection to the test periods used in the costs of service was voiced by Mich- 
igan Gas on the record. 
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as defined in the tariffs. This is in consonance with the understanding expressed 
by Michigan Gas Utilities Company. 

Keokuk Gas Service Company’s counsel stated that principally his company’s 
objection to the stipulation was the matter of defining the term “rate design” or 
“design of the rate” as used in the stipulation. He did not state what definition 
his company ascribed to those terms. Of course, Keokuk will have every oppor- 
tunity at the hearings to be held on the design of rates to present its contentions 
on this matter along with all other parties to these proceedings. 

American Gas Company stated it had no objection to the stipulation insofar 
as it provided for settlement of American Louisiana’s cost of service (Tr. 62), 
but that it would not agree insofar as Michigan Wisconsin was concerned with 
any stipulation (Tr. 45). American Gas Company’s counsel stated that its 
refusal was “* * * in view of certain occurrences which are taking place in the 
state of Wisconsin * * *”’ which “* * * are not relative to this proceeding, at least 
immediately * * *” (Tr. 45,46). Weare not advised of the “occurrences” which 
occasion American Gas Company’s adamant refusal to enter into any stipulation 
to which Michigan Wisconsin is a party. If such exist, and are relevant to these 
proceedings we believe that American Gas Company should be afforded an op- 
portunity to include such contentions as it wishes to make regarding them in 
its brief and oral argument which we have hereinabove provided for, and we so 
find. 

As for the reasons given by counsel for Michigan Gas and Electric Company 
for its refusal to enter into the stipulation we shall discuss them seriatim. 

First, Michigan Gas contends that the rates of return provided for in the 
stipulation have not been supported by evidence. As heretofore indicated this 
issue will be considered after receipt of briefs and hearing oral argument here- 
inafter provided for. 

Second, Michigan Gas contends that the stipulation does not place in issue the 
matter of rate design with respect to past periods. We believe it appropriate 
that the hearing to be held on rate design also relate to all rates in issue in these 
proceedings. 

Third, our indicated understanding of the term “design of the rates” as used 
in the stipulation is set out above. We, therefore, do not agree with Michigan 
Gas that the scope of what is included in the term remains obscure. 

Fourth, we agree that the stipulation should be modified to provide that each 
of the respondent companies shall pass on to their respective customers all 
refunds from suppliers. 

lifth, Michigan Gas states that the stipulation should provide for the reduc- 
tion of rate levels in the event rates to Michigan Wisconsin and American Louisi- 
ana are reduced in the future. We also agree that the stipulation should be 
modified to require respondents to reduce their rates if the rates of any supplier 
included in the costs of service attached to the stipulation and presently being 
collected by that supplier subject to refund, are subsequently reduced by Com- 
mission order. 

Sixth, we believe that paragraph seven of the stipulation (Tr. 25) is quite 
clear that the design of rate for American Louisiana is to be an issue in the 
further hearings to be held in these proceedings. 

The Presiding Examiner, after hearing the comments of all parties who wished 
to be heard, recessed the hearing until October 31, 1961. On September 29, 1961, 
he certified questions to us pursuant to Section 1.27(b) (8) of the Rules of Prac- 
tice and Procedure. We have set forth our findings and conclusions regarding 
the contentions of the parties who would not agree to the stipulation at some 

length in order to clearly answer the questions of the Examiner. 
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The Commission orders: 





(A) That when the hearing reconvenes on October 31, 1961, each of the re- 
spondents herein shall adduce testimony and evidence concerning the design 
of rates for past periods and for the future for both Michigan Wisconsin and 
American Louisiana. Thereafter, the hearings may be recessed by the Presi- 
ding Examiner for the purpose of preparation of cross-examination of such testi- 
mony and evidence the respondents may adduce, for presentation of direct testi- 
mony by any other party, and the Commission staff, cross-examination thereon, 
and rebuttal by respondents. 

(B) At such hearing, the parties may incorporate by reference to the Com- 
mission’s files such data as may be relevant to the issue of rate of return. 

(C) Briefs concerning the issue of rate of return may be filed by any party 
desiring so to do on or before December 15, 1961, and that thereafter oral argu- 
ment will be heard by the Commission, on a date to be hereafter fixed. 

(D) That in said briefs and during such oral argument any party to the pro- 
ceeding may address itself to the treatment in the stipulation and related sched- 
ules of tax reserve accounts related to accelerated depreciation. 

(E) At the commencement of the hearing on rate design hereinabove pro- 
vided, the respondent companies and each of the parties shall state on the record 
whether the stipulation and agreement, as hereby modified, is acceptable. 




































LO-VACA GATHERING COMPANY, DOCKET NO. CI60-693; HOUSTON 


PIPE LINE COMPANY, DOCKET NO. CP61-177 





OPINION AND ORDER DETERMINING JURISDICTION 





(Issued October 23, 1961) * 
Syllabus 





. Contractual arrangements and intentions of parties would not achieve segre- 
gation of Lo-Vaca and Houston gas sold to El Paso from other gas re- 
ceived by El Paso in view of commingling, actual destination of gas and 
operation of El Paso’s system, and is therefore subject to Commission 
jurisdiction. P. 610. 

. Physically the specific gas sold by Lo-Vaca and Houston would actually, in 
part, be resold to customers outside Texas and it would be physically im- 
possible to restrict consumption of such gas to El Paso’s facilities either 
inside or outside the state. P.610. 

3. Commission finds that principles expressed in Phillips, Saturn and Deep 

South are not changed by contractual provisions with respect to disposi- 
tion of gas involved here. P. 612. 

4. While El Paso provides good example of integrated system, Commission 
would reach no different result if sales were to single line system where 
physically the gas was mixed with other system gas, physically trans- 
ported out-of-state, and sold in interstate commerce for resale. P. 613. 

. Touchstone to the question of whether a sale of gas is for resale in interstate 
commerce is what is done with the gas, not what the parties may say about 
the transaction, verbally or in writing. P. 613. 

6. A conclusion different from that reached here concerning jurisdiction would 

handicap Commission in its regulation of gas rates and make it possible 

for pipelines to discriminate among producers. P. 613. 


to 


on 











*Designated Commission Opinion No. 348; Initial decision appears on P. 617; rehearing 
denied by order issued December 12, 1961, 26 FPC 840. Set aside, 323 F. 2a 190 
(CA5-1963) ; cert. granted 377 U.S. 951 (1964). 
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. Discussing North Dakota, Commission believes that to the extent it may be 
inconsistent with action here, it was erroneously decided. P. 615. 
8. Commission finds that facilities proposed to be constructed by Lo-Vaca and 
Houston would be jurisdictional and subject to requirements of Section 7 of 
the Natural Gas Act. P. 615. 

9. Commission determines Houston’s and Lo-Vaca’s proposed sales to be subject 
to its jurisdiction under the Natural Gas Act, and denies Houston’s petition 
for a declaratory order, filed under Section 16 of the Act. P. 615. 

Commissioner O’Connor dissenting in part. 


Jack Ware, Bradford Ross and David I. Granger for Lo-Vaca Gathering 
Company. 


Hugh Q. Buck, Richard L. McGraw and Jefferson D. Giller for Houston Pipe 
Line Company. 


Harry P. Letton, Jr., L. T. Rice, Henry F. Lippitt and John Ormasa for South- 
ern California Gas Company. 


Milford Springer and Robert M. Olson for Southern Counties Gas Company of 
California. 

F. T. Searls and Malcolm H. Furbush for Pacific Gas and Electric Company. 

William M. Bennett, William L. Cole, Gerald A. Laster, J. Calvin Simpson and 
Walter G. Linstedt for the People of the State of California and Public Utilities 
Commission of the State of California. 


Raybourne Thompson and J. Evans Attwell for Transwestern Pipeline Com- 
pany. 

Allen R. Grambling and George D. Horning, Jr., for El Paso Natural Gas Com- 
pany and El Paso Gas Supply Company. 

Frank H. Strickler, Alfred C. DeCrane, Jr., and Paul F. Schlicher for Texaco, 
Ine. 


C. Louis Knight for the Staff of the Federal Power Commission. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
L. J. O’Connor, Jr., and Charles R. Ross. 


SwiIpter, Chairman: 

As set forth by the presiding examiner in his decision issued August 11, 1961, 
these proceedings concern the question whether we would have jurisdiction un- 
der the Natural Gas Act over proposed saies of natural gas by Lo-Vaca Gathering 
Company and by Houston Pipe Line Company to El Paso Natural Gas Company. 
The proceedings arose by Lo-Vaca’s filing on June 1, 1960, CI60—693, of an appli- 
cation for a certificate of public convenience and necessity and the filing by 
Houston on December 27, 1960, CP61-177, of a petition for a declaratory order 
under Section 16 of the Natural Gas Act to remove uncertainty as to our juris- 
diction over Houston’s proposed sale. 

The sales in issue here are purportedly designed to provide additional gas 
supply to be used by El Paso for the operation of its compressors and the 
gasoline plant of Phillips Petroleum Company in Ector County, Texas. 
El Paso comprises a large pipeline system which extends from the Permian 
Basin in New Mexico and Texas by means of two large pipelines through New 
Mexico and Arizona to the border of California. Recently it acquired an addi- 
tional pipeline extending from New Mexico to the Pacific Northwest. The greater 
part of its gas supplies is sold to its California customers at the border of that 
state. 

In another proceeding, Docket No. CP60—-101, El Paso Gas Supply Company, 
a wholly owned subsidiary of El Paso, filed with the Commission an application 
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for a certificate authorizing it to construct a compressor station to be known as 
the Coquat Station located near the community of Three Rivers in Live Oak 
County, Texas, and a 30-inch pipeline approximately 227.6 miles in length, 
extending from the Coquat Station to a point of connection with El Paso’s system 
at its Sonora Plant in Sutton County, Texas. At Coquat, the Supply Company 
would receive for the account of El Paso the gas proposed to be sold by Lo-Vaca 
and Houston, all of which, it is stated, would be produced in Texas. 

Lo-Vaca is a Texas corporation of Corpus Christi, Texas, and a wholly-owned 
subsidiary of Coastal States Gas Producing Company, but at present owns no 
facilities and engages in no operations. By a contract dated May 16, 1960, 
Lo-Vaca agreed to sell and deliver an average of 50,000 Mcf of natural gas per 
day at 14.65 psia to El Paso at Coquat. Later this amount was increased to 
80,000 Mcf per day. The contract, which is free of restrictions upon the resale 
of gas by El Paso, is for 20 years at an initial price of 22¢ per Mcf.2 There is no 
dispute that this sale would be subject to our jurisdiction. The issue of 
jurisdiction arises over a proposed sale of another 50,000 Mcf per day at 14.65 psia 
under contract of March 15, 1960, between Lo-Vaca and El Paso, which is sub- 
stantially the same as the May 16, 1960 contract, but provides that it is the 
intention and understanding of the parties that the sale would not be subject to 
our jurisdiction. In Article XVI of the contract, it is further provided 

All of the gas to be purchased by El Paso from Gatherer under this agree- 
ment shall be used by El Paso solely as fuel in El Paso’s compressors, treat- 
ing plants, boilers, camps, and other facilities located outside of the State of 
Texas. It is understood, however, that said gas will be commingled with 
other gas being transported in El Paso’s pipe line system. 

Lo-Vaca has stated that it intends to sell the gas under both contracts whether 
or not we have jurisdiction, that it has entered into contracts with a number 
of producers, and that it plans to construct facilities to gather the gas pur- 
chased in Live Oak, Goliad, Lavaca, and adjacent counties in Texas, and trans- 
port such gas to Coquat for delivery and sale to El Paso. 

Houston is a Texas corporation of Houston, Texas, and a wholly-owned sub- 
sidiary of the Houston Natural Gas Corporation. Since 1925, it has engaged in 
the purchase, transportation and sale of natural gas within Texas, and at present 
makes no sales to El Paso. By contract of July 19, 1960, Houston proposed to sell 
an average of 70,000 Mcf per day to El Paso for a 20-year term. As in the case 
of the Lo-Vaca contract, Houston’s gas would be transported and delivered at 
Coquat, but would be metered separately from Lo-Vaca’s gas. The price is to be 
determined according to a formula which, if applied to the billing month of 
November, 1959, would have produced 19.5¢? plus certain taxes for each unit 
of one million btu. The contract contains rather elaborate provisions purportedly 
restricting the use to be made of the gas by El Paso. It recognizes that any gas 
purchased from Houston must necessarily be commingled with other gas being 
transported by El Paso in its pipeline system, but in Section 2. 1, “El Paso 
represents and covenants that gas to be purchased by El Paso from Houston 
hereunder shall be used and consumed by El Paso solely as fuel in the operation 
of El Paso’s plant and in the gasoline plant of Phillips Petroleum Company in 
Ector County, all located wholly within the State of Texas.” El Paso further 
covenants that it would not take from Houston a quantity of gas in excess of the 
quantity required for fuel in Texas. 

The record shows that gas received by El Paso at Coquat from Lo-Vaca and 
Houston would move physically in a commingled stream, through the proposed 


1 The level of the rate is not in issue at this stage in the proceedings. 
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supply company’s pipeline to Sonora where it would enter El Paso’s facilities. 
Some would be used as fuel in El Paso’s Sonora plant and the rest would move, 
with further commingling of gas from the Sonora plant and other sources, to 
Benedum Junction in Upton County, Texas. One portion of this commingled 
stream would flow from Benedum Junction toward Bl Paso’s Goldsmith Plant 
in Ector County, Texas and northward to Plains, Texas, from whence the gas 
stream would be transported westward through El Paso’s northern pipeline 
which extends to the border of California. Between Benedum and Plains the 
stream would be further commingled with gas from numerous sources. The 
other portion of the gas from the Benedum Junction point would flow through 
Crane County to El Paso’s Keystone Compressor Station in Winkler County, 
Texas. From there the main line of El Paso’s southern pipeline extends into 
New Mexico, then back into Texas and then into New Mexico again near the 
City of El Paso and on to the border of California. There would be further 
commingling in New Mexico with gas from other Texas and New Mexico 
sources. 

El Paso proposed in Docket No. G-18616, now pending before the Commission, 
to supply its mainline compressor stations in West Texas with a new 16-inch 
line extending from the Keystone Compressor Station to West Texas and running 
entirely in Texas, rather than across the corner of New Mexico. The fuel 
supply to these West Texas compressor stations would thus be produced and 
transported entirely in Texas, but physically the gas in this new line would 
be composed of gas from the commingled stream in E! Paso’s line at the Keystone 
Compressor Station. 

Hvidence in the record shows the facilities located in Texas which would 
allegedly use Houston’s gas. These facilities are composed of 23 compressor 
stations, including Coquat, owned by El Paso and Phillips’ Goldsmith Plant. 
On an average day their requirements would exceed the average day volume 
to be purchased from Houston by 6.091 M’cf per day and on a maximum day 
would exceed the supply by 31.879 M’cf per day. To give some semblance of 
physical delivery of Houston’s gas to the existing stations, El Paso proposes 
to rearrange its station fuel piping at certain stations. This station fuel supply 
would connect to the main line by means of new supply laterals. An estimated 
expenditure of approximately $253,000 is proposed for this purpose. Since 
the plants are already supplied with fuel, these new facilities are obviously 
unnecessary. 

The record also shows the compressor stations, 22 in number, located in New 
Mexico and Arizona, which could allegedly use Lo-Vaca’s gas. Their require- 
ments under the March 15, 1960 contract would exceed the gas purchased from 
Lo-Vaca by 21.373 M?’cf per day on an average day and by 36.549 M’cf per day 
on a maximum day. However, the record makes it clear that because of com- 
mingling, the gas from Houston and Lo-Vaca would in part be consumed by 
El Paso either within or outside of Texas and would in part be carried on to 
El Paso’s customers in New Mexico, Arizona and California. 

After the filing of briefs, the examiner issued his decision on August 11, 1961. 
He found that Lo-Vaca’s sale would be subject to the Commission’s jurisdiction 
but that Houston’s sale would not be. With respect to Lo-Vaca, he concluded 
that the Commission’s decision in Oklahoma Natural Gas Co., 23 FPC 291, and 
order denying rehearing, 23 FPC 531, were controlling. On the other hand 
he felt that the sale by Houston was controlled by the Commission’s recent 
decision in Shell Oil Company, et al., Docket No. G—5029, et al., issued June 30, 
1961, 25 FPC 1316. 
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Lo-Vaca, the Public Utilities Commission of California, Southern California 
Gas Company and Southern Counties Gas Company of California, and our staff 
filed exceptions to the examiner’s decision. Lo-Vaca, citing authorities, argues 
that its sale to El Paso of gas contractually restricted for consumption in its 
*acilities in New Mexico and Arizona would be a direct sale not subject to this 
Commission’s jurisdiction. It emphasizes that this gas was the subject of a 
separate contract, that purchases from Lo-Vaca and deliveries to El Paso’s 
facilities were separately metered, and that El Paso would consume as fuel 
volumes of gas in excess of the volumes received from Lo-Vaca. It contends 
that the commingling of the restricted use gas with gas intended for resale 
would not prevent the sale from being nonjurisdictional as a direct sale, although, 
of course, it admits the gas would be transported in interstate commerce. The 
California Commission and our staff objected to the examiner’s failure to find 
jurisdiction over Houston’s sale to El Paso. The California Commission argues 
that the contractual expressions of intention cannot override the physical fact 
of interstate transportation and sale. It expresses the fear that if some of the 
gas purchased by a pipeline could be restricted in the manner herein contem- 
plated, the Commission would lose control over a substantial portion of field 
prices, and there would result uneconomical expenditures on the part of the 
pipelines in order to attach reserves for the intrastate market. It contends 
further that consumers of the interstate gas would ultimately have to bear any 
higher price for compressor fuel gas not subject to our regulation. 

The staff’s position is that Houston’s sales and Lo-Vaca’s sales would be 
subject to our jurisdiction and that this cannot be avoided by contractual re- 
strictions on the gas sold. The staff argues that the Houston and Lo-Vaca gas 
would flow in continuous movement from Texas to markets in other states where 
it would be resold and the fact that Houston’s and Lo-Vaca’s gas would be 
mixed in El Paso’s facilities with gas from other sources would have no effect 
on the jurisdictional status of Houston’s and Lo-Vaca’s sales. The staff argues 
further that it is not logical to treat Houston’s sales as non-jurisdictional and 
Lo-Vaca’s sales as jurisdictional and that we are not authorized to put into 
the hands of buyers and sellers of gas the power to determine by contract the 
jurisdictional status of their sales. To do so the staff contends would create 
a serious regulatory gap. Likewise, among other points, the two southern Cali- 
fornia companies contend that Houston’s gas would be mixed with other gas 
and would flow outside of Texas to California and the sale of this gas would 
not be removed from our jurisdiction because of a contractual device. 

On this record, the briefs, the examiner’s decision and the exceptions, the 
question before us is whether contractual arrangements and the intentions of 
the parties can segregate Lo-Vaca’s and Houston’s gas sold to El Paso from 
other gas received by El Paso regardless of physical commingling, the actual 
destination of the gas, and the operations of El Paso’s system. In our opinion, 
as discussed below, such a segregation would not be achieved here and both 
sales would be subject to our jurisdiction. 

The Natural Gas Act as shown in Section 1(b) applies “to the transporta- 
tion of natural gas in interstate commerce, to the sale in interstate commerce 
of natural gas for resale for ultimate public consumption for domestic, com- 
mercial, industrial, or any other use * * * but shall not apply to any other 
transportation or sale of natural gas * * *.” It is clear enough that physically 
the specific gas sold by Lo-Vaca and Houston would actually in part be resold 
to customers outside of Texas and it would be physically impossible to restrict 
the consumption of this gas to El Paso’s facilities either inside or outside the 
state. It would be contrary to the facts to assume that the restricted gas would 
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go only to the compressor stations, while other gas purchased by El Paso would 
be sold for resale. Thus, literally, the gas sold by Houston and Lo-Vaca would 
come within the wording of the statute as sold in interstate commerce for resale. 

In reaching this conclusion, we are cognizant of the fact that there exist in 
the natural gas industry arrangements whereby companies transport natural 
gas for other companies, commingling it with gas from various sources. Although 
under some of the transportation arrangements, gas is purchased by the ultimate 
recipient directly from producers, generally there is no earmarking of specific 
gas to the ultimate destination. The delivering company is simply obligated 
to deliver a specified volume. In such a Case, the volume of gas purchased may 
be compared to a “contract demand volume” since there is no earmarking of 
any volume as delivered from a particular source. It is not our intention by 
this opinion to disturb such transportation arrangements. What we say in this 
opinion relates only to what constitutes interstate commerce and our jurisdiction 
under the Natural Gas Act. 

It is well settled that the business of selling and transporting gas, electric 
energy and other goods from one state to another constitutes interstate com- 
merce. This is true of a sale of grain in one state which is to be transported 
by the buyer to another state, Lemke v. Farmers Grain Co., 258 U.S. 50, 55; 
Dahnke-Walker Co. v. Bondurant 257 U.S. 282, 290, as well as the auction of 
tobacco to be transported by the buyers to points outside the state, Currin v. 
Wallace, 306 U.S. 1, 10, and the purchase of cattle transported from another 
state, Swift and Co. v. United States, 196 U.S. 375, 398-399, where Justice 
Holmes said, ‘Commerce among the states is not a technical legal conception, 
but a practical one, drawn from the course of business.” Sales of gas by 
interstate pipeline systems are sales in interstate commerce where the gas sold 
has been produced in another state even when mixed with gas produced in the 
same state. Missouri v. Kansas Gas Co., 265 U.S. 298, 306; P.U.C. of Kansas v. 
Landon, 249 U.S. 236, 245. When such sales are for resale, they are subject to 
our jurisdiction. Panhandle Eastern Pipe Line Co. v. Comm’n., 332 U.S. 507, 
516-517; F.P.C. v. Natural Gas Pipeline Co., 315 U.S. 575, 582. In the latter 
case, the Court said: 

The sale of gas originating in one State and its transportation and de 
livery to distributors in any other State constitutes interstate commerce, 
which is subject to regulation by Congress 

The same conclusion applies to sales of electric energy generated in another 
state although mixed with energy generated in the state of sale. Pennsylwania 
Water and Power Co. v. F.P.C., 343 U.S. 414; Wisconsin-Michigan Power Co., v. 
F.P.C., 197 F. 2d 472 (CAT), certiorari denied 345 U.S. 934. Sales of electric 
energy in the state of generation where the energy is to be transmitted out of 
the state and consumed in another state are also in interstate commerce. 
Public Utilities Comm. v. Attleboro Steam & Elec. Co., 273 U.S. 83; Hartford 
Electric Light Co. v. F.P.C. 181 F. 2d 953 (CA2), certiorari denied 319 U.S. 741. 
In Jersey Central Co. v. F.P.C., 319 U.S. 61, 71-72, it was said: 

If intervening companies might purchase from producers in the state of 
production, free of federal control, cost would be fixed prior to the inci- 
dence of federal regulation and federal rate control would be substantially 
impaired, if not rendered futile. 

Of particular relevance to this proceeding, it has been held in many cases 
that a sale of gas in the producing state where the gas is to be transported 
and sold for resale in another state is a sale in interstate commerce and subject 
to our jurisdiction. Phillips Petroleum Co. v. Wisconsin, 347 U.S. 672, 682-684; 
Interstate Natural Gas Oo. v. F.P.0., 331 U.S. 682, 687-688; Saturn Oil € Gas 
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Co. v. F.P.C., 250 F. 2d 61 (CA10) certiorari denied 355 U.S. 956; Continental 
Oil Co. v. F.P.C., 247 F. 2d 904 (CA5) ; Deep South Oil Co. v. F.P.C., 247 F. 2d 
882 (CA5),? Shell Oil Co. v. F.P.C., 247 F. 2d 900, 903 (CA5), certiorari denied 
855 U.S. 930. In the Phillips case the Court said (347 U.S. at p. 682): 
* * * we believe that the legislative history indicates a congressional intent 
to give the Commission jurisdiction over the rates of all wholesales of 
natural gas in interstate commerce, whether by a pipeline company or not and 
whether occurring before, during or after transmission by an interstate 
pipeline company. 

In the Saturn case, which involved wellhead sales of natural gas to two 
interstate pipelines by a small unintegrated oil company, the court said: 

The Phillips decision holds that the Act applies to all wholesales by 
producers. Saturn may not escape regulation because of its size or because 
of the restricted nature of its operations. 

Deep South is also a small unintegrated producer of oil and gas selling gas 
to a gatherer and processor which, in turn, sells Deep South’s gas, mixed with 
other gas, to an interstate pipeline. The court said in reply to a contention 
that the Deep South’s sales were made for manufacture not resale (247 F. 2d 
at p. 888) : 

The inescapable fact here then is that at least some portion of the gas 
sold by petitioner is resold to consumers outside the State of Texas. Con- 
sequently, there can be no question that petitioner is making sales for resale 
within the meaning of the Act. 

We are of the opinion that the principles expressed in these cases are not 
changed by the contractual provisions with respect to the disposition of the gas 
here involved. It is the “nature of the beast” not the label that is controlling. 
It has been held that whether a transaction is in interstate commerce is deter- 
mined by the essential character of the commerce, not necessarily by the con- 
tract. Atl. C.L.R.R. v. Standard Oil Co., 275 U.S. 257, 268; B.€O0.8S.W.R.R.Co. v. 
Settle, 260 U.S. 166, 170. With respect to the Federal Power Act which is 
similar to the Natural Gas Act, the Supreme Court has said, “Federal juris- 
diction was to follow the flow of electric energy, an engineering and scientific, 
rather than a legalistic or governmental test’ Connecticut Light € Power Co. 
v. F.P.C., 324 U.S. 515, 529. 

In Shell Oil Co. v. F.P.C. supra, gas was sold to Phillips which processed 
it, removed liquefiable hydrocarbons and resold the residue gas to El Paso. In 
attempting to refute our jurisdiction Shell relied on its contract with Phillips 
providing that the gas was conveyed to Phillips for the purpose of manufacturing 
gasoline. The court pointed out that there was actually no restriction on the 
disposition of the residue gas, and added (247 F. 2d at p. 903) : 

But be this as it may, the legal determination of the question rests not 
upon the parties’ use of the word “manufacture”, but upon the actual dis- 
position of the gas. 

In addition to the above considerations, the character of sales by Houston and 
Lo-Vaca is shown, by the nature of El Paso’s operations. El Paso is engaged 
in an enterprise extending from Texas to California and from Mexico to Canada. 
The record in this case shows that its gas produced or purchased in Texas goes 
to a number of possible destinations. Some is consumed in Texas, but most of 
it is transported out of the state in El Paso’s pipeline system to be consumed 
in pipeline facilities or resold in New Mexico, Arizona or California. The con- 
tractual provisions, of course, do not alter these physical facts. Neither is the 


2 Certiorari was in effect denied in companion Shell case next cited. 
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situation altered by El Paso’s proposal to build a 16-inch line west from its 
Keystone compressor station so that there would be a line wholly in Texas by 
which fuel could reach its Texas compressor stations, for the Houston gas com- 
mingled with other gas in El Paso’s main line would physically move out of 
Texas although some portion might travel through the proposed 16-inch line. 

The way in which El Paso operates its system in transporting its gas from 
the sources of supply to the points where it is needed as discussed in part above, 
demonstrates that the system must be considered as a whole and that it has the 
primary purpose of moving gas from the Permian Basin and other sources to 
consumers in a number of states. In Hl Paso Natural Gas Co., 22 FPC 260, 277, 
278," we found that El Paso operated an integrated natural gas pipeline system 
and that it would be discriminatory to determine just what gas goes to each of 
the several customers. In our opinion the sale of gas to this interstate system, 
which would be used for system purposes and, at least in part, would leave the 
state and be sold for resale and consumed outside the state, would be subject to 
our jurisdiction. The situation may be compared in reverse to our decision in 
the Penn Water case. There we found that sales in Pennsylvania by an inte- 
grated electric system were sales in interstate commerce and subject to our juris- 
diction, although part of the energy sold had been generated in the same state. 
The gas to be sold to El Paso by Lo-Vaca and Houston would be isolated only by 
the terms of the contracts but actually would become system gas along with the 
gas of other producers who did not receive this contractual treatment. 

While the El] Paso system provides a good example of an integrated system and 
this fact supports our conclusion here, we would reach no different result if the 
sales were to a single line system where physically the gas was mixed with other 
system gas and was physically transported out-of-state and sold in interstate 
commerce for resale. In this hypothetical situation, the gas sold would still be 
transported from one state to another and sold for resale, regardless of attempts 
by the parties, in their agreements with each other, to isolate and exclude such 
gas from our jurisdiction. As shown by the cases cited above, the touchstone to 
the question whether a sale of gas is for resale in interstate commerce is what is 
done with the gas, not what the parties may say about the transaction, verbally 
or in writing. Again we may say that the parties are not prevented by our 
conclusions here from entering into private arrangements with respect to the 
division of the gas or the ownership of the gas, but these arrangements will not 
prevent our jurisdiction attaching’ 

If we reached a conclusion different from that above, our regulation of gas 
rates would be handicapped. It would be possible, as in this case, for a pipeline 
to offer to purchase gas at a higher price than we would otherwise allow in the 
area upon the assertion that it would use this gas in its compressors or would 
deliver it to its intrastate customers even though the gas would actually be 
received into its general system transportation facilities and used for every 
System purpose. It would be possible for a pipeline to discriminate among pro- 
ducers by giving certain ones the privilege of selling to it the gas which by agree- 
ment would be deemed to be segregated from the interstate stream and to be 
resold and consumed in the state of production or used in compressor stations. 


®Remanded on other grounds as El Paso Natural Gas Co. v. F.P.C., 281 F. 2d 567, 
(CA5) certiorari denied 366 U.S. 912. 

48 FPC 1, affirmed as Pennsylvania Water and Power Co. v. F.P.C., 343 U.S. 414; see 
also Kentucky Natural Gas Corp. v. P.S.0., 28 F. Supp. 509 (D.C.B.D. Ky.), aff'd 119 F. 
2d 417 (CA6). 

5 Of course, what effect, if any, such arrangements would have on the issuance of cer- 
tificates, and allocations and rates is not before us. 
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This may increase the cost to interstate customers and at the same time put 
them at a competitive disadvantage in obtaining additional supplies of gas. 
While our jurisdiction is limited by the Natural Gas Act, and not by the wider 
scope of the Constitution, we may note that the sales contemplated here could 
not properly be regulated by the producing state. They would be sales that con- 
cern “more states than one”*; they would concern Texas but also New Mexico, 
Arizona and California and the distribution of the gas to the public whom the 
Natural Gas Act was designed to protect. 

A number of cases have been cited in the briefs of the various parties in support 
of their contentions but they do not disturb our conclusions. In U.S. v. Public 
Utilities Comm’n., 345 U.S. 295, we had found that a sale of electric energy by a 
California company to the Navy at an installation in Nevada was subject to our 
jurisdiction even though the greater part of the energy was to be consumed by the 
Navy (and would thus have been exempt from our jurisdiction if it had been 
a separate transaction) and only a small part was to be resold. The Supreme 
Court suggested that a separation of the resale and direct sale energy might have 
been achieved, although that did not show in the record. In this respect the case 
does not involve an interstate commerce question at all, but a possible segregation 
between a direct sale and resales. It does not concern the operation of an inter- 
state pipeline, but merely the final consumption and distribution of the electric 
energy. Moreover, the Commission’s jurisdiction was sustained. A similar prob- 
lem was involved in City of Hastings v. F.P.C., 221 F. 2d 31 (CADC), certiorari 
denied 349 U.S. 920, where the court affirmed us in finding that the direct sale 
of gas to the city for use in its power plant was not subject to our jurisdiction, 
although commingled with gas sold to the city for resale, where the direct sale 
gas had been excluded by the terms of the rate schedule applicable to the resale 
gas. In both these cases the gas or electric energy for the alleged direct sales 
was to be consumed in the state of sale for local purposes, while Houston’s and 
Lo-Vaca’s gas would be sold to a pipeline system to enable it to carry on its 
interstate business. 

The North Dakota case* presents the most serious problem of distinction. 
Whether or not that case was rightly decided is an open question.’ In that 
ease, we found that we did not have jurisdiction over “firm sales” of gas in 
North Dakota by certain producers to Montana-Dakota Utilities Company. 
The gas was produced in North Dakota and by contract was to be used in that 
state. Montana-Dakota was to use part of this firm gas to serve several com- 
munities from its line which extended westward into Montana. It was com- 
mingled in this line with “dump” gas sold by the same producer to Montana- 
Dakota under separate contracts to be used in North Dakota and Montana. 
All of this gas came from one compressor station and was not mixed with 
other gas from other North Dakota sources. Thus it was possible to measure 
the intrastate and interstate volumes attributable to the source. 

The North Dakota case presents a far more limited situation with a single 
source of supply within the state than that presented here. As can be seen 
from the citations set forth earlier in this opinion, it runs counter to the whole 
stream of the decisions of this Commission as to what constitutes a jurisdic- 
tional sale in interstate commerce and to the decisions of the Supreme Court 


* Gibbons v. Ogden, 9 Wheat. 1, 194. 


* Montana-Dakota Utilities Co. et al., 16 FPC 415 affirmed as North Dakota v. F.P.C., 
247 F. 24 173 (CAS8). 


‘See Oklahoma National Gas Company, 23 FPC 291, discussed below. where the Com- 
mission also declined to follow the case. 
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construing this and other legislation. To the extent that North Dakota may be 
inconsistent with the action we take here, we believe it was erroneously decided. 

In Oklahoma Natural Gas Company, 23 FPC 291, 531, we found that a sale by 
Oklahoma Natural to Consolidated Gas Utilities Corporation where the gas 
would be delivered into Consolidated’s interstate pipeline in Oklahoma would 
be subject to our jurisdiction even though the companies agreed that an equiva- 
lent amount of gas would always be delivered by Consolidated to its customers 
in Oklahoma. It was, of course, clear that physically some of Oklahoma Natu- 
ral’s gas would be transported in Consolidated’s pipeline outside of Oklahoma 
for resale. We thus held there, as we hold here, that a sale of gas in inter- 
state commerce for resale cannot be transmitted into something else by con- 
tractual provisions. 

In its exceptions Lo-Vaca contends that the examiner termed it a “pipeline 
company” in addition to being a “natural gas company”. Lo-Vaca proposes 
to build a system of lines which will receive the gas from the producers, trans- 
port it and deliver it at Coquat, but the record is not sufficient to determine 
here whether it is a “pipeline company” in addition to being a natural gas 
company and it is not necessary to do so. However, on the basis of such facts 


as appear in the record, it would appear that both Lo-Vaca and Houston would 
be pipeline companies. 


The Commission further finds: 


(1) El Paso is engaged in the transportation of natural gas in interstate com- 
merce and in the sale in interstate commerce of natural gas for resale for ulti- 
mate public consumption, and is a pipeline company and a “natural gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission. ° 

(2) El Paso Gas Supply Company upon the completion of the facilities pro- 
posed in Docket No. CP60-101 and the commencement of the sales proposed 
herein by Lo-Vaca and Houston would be engaged in the transportation of natu- 
ral gas in interstate commerce, and would be a pipeline company and a “natural 
gas company” within the meaning of the Natural Gas Act. 

(3) The sale and delivery of natural gas by Lo-Vaca and Houston as herein- 
above described, and as further described in the record and in the application, 
would result in Lo-Vaca and Houston being engaged in the transportation of 
natural gas in interstate commerce, and in the sale in interstate commerce 
of such gas for resale, and Lo-Vaca and Houston thereby would become natural 
gas companies within the meaning of the Natural Gas Act, and their respective 
sales to El Paso would be subject to our jurisdiction. 

(4) The natural gas facilities proposed to be constructed and operated by 
Lo-Vaca and Houston, are to be used in the transportation and sale of natural 
gas in interstate commerce, and hence would be subject to the jurisdiction 
of the Commission and to the requirements of subsections (c) and (e) of Sec- 
tion 7 of the Natural Gas Act. 

The Commission orders: 


(A) Lo-Vaca’s request that the examiner’s decision be modified so as to find 
it would not be engaged in the sale of gas for resale in interstate commerce 
is hereby denied. 

(B) Houston’s petition for a declaratory order that neither it nor the sellers 
of gas to it would be natural gas companies subject to the Commission’s juris- 


diction under the Natural Gas Act on account of the proposed transactions de 
scribed above is hereby denied. 
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(C) Exceptions not granted herein are hereby denied. 

(D) The examiner’s decision, as modified and to the extent that it is consistent 
with our findings and order herein is hereby adopted as the decision of the 
Commission. 

Commissioner O’Connor, dissenting in part, filed a separate statement. 
O’Connor, Commissioner, dissenting in part: 

Since, in my opinion, the Presiding Examiner’s decision should be adopted 
by the Commission as its decision herein, I dissent from the modification 
thereof. 

In modifying the Presiding Examiner’s decision, the majority recognizes that 
its opinion and order are inconsistent with State of North Dakota, et al. v. F.P.C., 
et al., 247 F.2d 173 (CA8-1957). Their opinion states that: 

To the extent that the North Dakota case may be inconsistent with the 
action which we take in the instant case, we believe that it was erroneously 
decided. 

The Court of Appeals stated the basis of its North Dakota decision as follows 
(p. 177) : 

* * * As found by the Examiner and approved by the FPC, the gas re 
ceived * * * at Tioga, North Dakota, is broken into two streams, one of 
which moves eastward in the Tioga-Minot, North Dakota, intrastate line. 
Clearly that is and can only be intrastate transportation not subject to 
FPC control. The other stream moves westward [into Montana-Dakota’s 
integrated system, p. 175] but before crossing any state line a small portion 
of it goes off into the laterals serving the four North Dakota towns of 
Ray, Wheelock, Epping and Springbrook. The gas going into the Tioga- 
Minot intrastate line and to the four named North Dakota towns is bought 
and paid for under the “firm gas” contracts. We think, then, the gas sold 
pursuant to such “firm gas” contracts for consumption in North Dakota 
is clearly distinguishable from the “dump gas” sold in interstate commerce. 
There is no commingling of interstate with intrastate gas within the 
State of North Dakota in the sense of loss of identity because the intrastate 
gas going to the four North Dakota communities named is separated from 
the gas stream in the main line and metered before any portion of the gas 
stream has left the State of North Dakota. Accordingly, the quantities of 
intrastate gas purchased by Montana-Dakota under the “firm gas” contracts 
are easily identifiable and determinable. [Emphasis supplied.] 

In that case, as in the Presiding Examiner’s decision herein, the metering 
off within the producing state of the contract quantities of intrastate gas before 
any of the gas stream had crossed a state line was held to be a clearly distin- 
guishable separation despite the commingling thereof in said stream with other 
locally produced gas destined for interstate transportation and sale. 

As to such commingling, the Court said in North Dakota (p.176) : 

* * * The fact that this [“firm”] gas travels over the Tioga-Williston line 
in one stream, along with the gas purchased under the 9¢ “dump gas” 
interstate contracts does not convert the 16¢ “firm gas” contracts into 
interstate contracts. 

Obviously, under the physical flow theory applied by the majority herein, 
some molecules of the “firm gas” in the stream in the North Dakota case flowed 
into Montana for resale and the “firm gas” contracts thus could not have been 
held to be outside our jurisdiction. Hence, the necessity for them to depart 
herein from the judicial precedent established by the North Dakota case. To 
such a departure, I am opposed. 
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I agree with the majority that the expense of gas purchased for compressor 
use by interstate pipeline companies, as well as all other expenses of these 
companies, should be subject to our review and possible disallowance for rate- 
making. However, I do not feel that the necessity for such review of these 
relatively small amounts of gas requirements is sufficient cause for the develop- 
ment of such a broad policy as that enunciated by the majority in this case. 

In my opinion, the decision of the majority would effectively preclude the 
use of interstate pipeline company facilities for intrastate transmission of 
natural gas within the producer states for the use of the consumers and in- 
dustries in those states without the producers of such gas being subject to 
the jurisdiction of the Federal Power Commission. It seems to me this is an 
unnecessarily harsh imposition on the consumers in the producing states whose 
resources and statutes have been availed of to permit the construction and 
operation of these interstate lines. There may be good and sufficient reasons 
(not the least of which is the cost of complying with regulatory reporting re- 
quirements) for many producers to avoid subjecting themselves to the juris- 
diction of the Federal Power Commission. 

It appears to me that the advantage to interstate pipeline companies of the 
flexibility in disposing of surplus supplies of gas in intrastate commerce, as 
well as the potential usefulness of these lines in providing intrastate trans- 
portation revenues, far outweigh the possibilities of additional costs to interstate 
consumers. 
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A. SYLLABI OF Pornts DECIDED 


1. The proposed sale and delivery in Texas of gas produced wholly in Texas, 
transported wholly in Texas, and consumed wholly in Texas will not become a 
sale in interstate commerce because it is to be moved in a commingled stream 
with other Texas-produced gas destined for interstate commerce, where the 
respective volumes of interstate and intrastate gas are metered and known and 
the intrastate gas is separated from the commingled stream before any of the 
stream containing the interstate gas leaves Texas. 

2. The producer and gatherer of such wholly intrastate gas will not become a 
natural-gas company because of its intrastate sale and delivery of such gas to 
a natural gas pipeline for local fuel consumption. 

3. The sale and delivery in Texas of gas produced wholly in Texas, but to be 
transported outside of Texas, in commingled stream with Texas and New 
Mexico gas destined for resale in interstate commerce for ultimate public con- 
sumption, and to be consumed outside of Texas will be a sale in interstate com- 
merce because the gas will have entered the stream of interstate commerce and 
will have passed across the Texas border where some portion thereof will be 
resold to consumers outside of Texas despite the contractual obligation of the 
natural gas pipeline purchaser to draw from the stream an equal amount of 
gas for fuel in its compressor stations located beyond the Texas border. 

4, The producer and gatherer of such gas destined for transportation and sale 
in interstate commerce will be a natural-gas company subject to the Natural Gas 
Act because of its interstate sale and delivery thereof to a natural gas pipeline 
company. 

B. InTropuctory STATEMENT 


Freer, Presiding Examiner: This case involves the question as to the jurisdic- 
tion of the Federal Power Commission (Commission) under the Natural Gas 
Act (Act) over certain proposed sales and deliveries of natural gas to a natural- 
gas pipeline company, by two producers and/or gatherers thereof, at least one 
of them and the pipeline company being natural-gas companies subject to the 
jurisdiction of the Commission under the Act. The question arises out of an 
application filed by Lo-Vaca Gathering Company (Lo-Vaca) on June 1, 1960, in 
Docket No. CI60-693 for authority to sell and deliver natural gas to El Paso 
Natural Gas Company (El Paso) pursuant to the provisions of two certain con- 
tracts more particularly described below and a petition for a declaratory order 
pursuant to Section 16 of the Act filed by Houston Pipe Line Company (Houston) 
on December 27, 1960, in Docket No. CP61-177. 


C. History OF THE PROCEEDING 
I. THE FILINGS ON WHICH HEARING WAS HELD 


(a) In the application filed by Lo-Vaca on June 1, 1960 (Item A), the appli- 
cant seeks authorization not only for the “gathering and sale” of natural gas 
(including construction of necessary facilities) pursuant to an admittedly juris- 
dictional (Tr. p. 24) contract entered into on May 16, 1960, but also, for the 
“gathering and delivery” of natural gas pursuant to a contract dated March 15, 
1960, for El Paso’s fuel consumption outside of Texas (Tr. p. 46), both by the 
Applicant and El Paso Natural Gas Company and as more particularly here- 
inafter described. 

(b) In the petition filed by Houston on December 27, 1960, pursuant to Section 
16 of the Act, the petitioner seeks a declaratory order to remove uncertainty as 
to the Commission’s jurisdiction over its proposed sale and delivery of natural 
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gas to El Paso for El Paso’s fuel consumption in Texas pursuant to a contract 
entered into on July 19, 1960 (Ex. 2), as more particularly hereinafter 
described.’ 

On February 24, 1961, the Commission issued an order consolidating and 
setting down for hearing the application and petition above described and limit- 
ing the hearing (and disposition) to the question of the jurisdiction of the Com- 
mission over the sales and deliveries described in the said restricted-use (fuel 
consumption) contracts of March 15, 1960, and July 29, 1960, respectively.” 


II. THE FILINGS IN RELATED PENDING PROCEEDINGS 


(a) There is pending before the Commission an application by El Paso Gas 
Supply Company® (Supply), a wholly-owned subsidiary of El Paso, filed with 
the Commission, on May 13, 1960, in Docket No. CP60-101, for a certificate of 
public convenience and necessity authorizing it to construct and operate a natu- 
ral gas transmission system for transportation of the gas to be received from 
Lo-Vaca and Houston near Three Rivers in Live Oak County, Texas, for El 
Paso, which after compression is to be transported through 227.6 miles of pro- 
posed 30’’ pipeline from there to a connection with El Paso’s Sonora Plant in 
Sutton County, Texas (Exs. 5—A, 6, 7, 8, 9, 10; Item D). Under contractual ar- 
rangements not yet completed, El Paso will sell to Supply sufficient Houston gas 
to fuel and operate the facilities proposed to be constructed and operated by 
Supply. (Tr. pp. 268-69; Ex. 7; Item D, Sch. 1.) 


It. THE INTERVENTIONS 


Petitions to intervene filed by El Paso, Pacific, Southern California Gas Com- 
pany and Southern Counties Gas Company of California (California Distribu- 
tors), Transwestern Pipe Line Company (Transwestern), The People of the 
State of California and Public Utilities Commission of the State of California 
(California), were granted by order of March 15, 1961, and these intervenors 
participated in the hearings.‘ 

Other petitions to intervene, filed by Supply and Texas, were denied by order 
of March 30, 1961; prior to said order, however, the privilege of limited partici- 
pation had been allowed to these companies. (Tr. pp. 4, 7.) 


IV. THE HEARINGS 


Pursuant to the Commission’s Order for Hearing and Consolidating Proceed- 
ings, issued February 24, 1961, a public hearing before the undersigned hearing 
examiner was convened on March 21, 1961, and sessions were held also on 
March 22 and April 10, 1961. 

Opportunity to file briefs was afforded all parties, and opening and reply 
briefs favoring exemption from jurisdiction were filed by Lo-Vaca, Houston and 


10n Ex. 1, a “System Map, Houston Pipe Line Company” is shown the construction 
contemplated by Houston and El Paso Supply Company in connection with Houston's 
sale and delivery of gas to El Paso. (Tr. pp. 106-7.) 

2 Commissioner Kline, dissenting, stated that in his opinion no hearing was necessary 
and that he favored an order holding the sales to be intrastate and not within the 
Commission’s jurisdiction, 25 FPC 329. 

8 Supply’s petition for intervention herein was denied March 30, 1961, on the ground 
that its and Bl Paso’s interests both would be protected by El Paso’s intervention, which 
had been granted on March 15, 1961. 

* Pacific and Transwestern, while represented by Counsel at the hearings, neither cross- 
examined witnesses, nor offered evidence nor filed briefs. 
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El Paso; the Staff, California and California Distributors (other than Pacific) 
filed briefs in opposition to exemption. In all, 242 pages of briefs were filed, 89 
pages for exemption and 153 pages in opposition. 


D. Tue Issves 
I. LIMITATION OF ISSUES BY ORDER OF FEBRUARY 24, 1961 


The Commission’s Order for Hearing and Consolidating Proceedings, issued 
February 24, 1961, provided in pertinent part: 

(A) A public hearing, limited to the question of the Commission’s juris- 
diction over the proposed sale of gas by Houston for use as fuel in El Paso’s 
facilities in Texas and in Phillips’ gasoline plant in Ector County, Texas, 
and over the proposed sale of gas by Lo-Vaca for use as fuel in El Paso’s 
facilities outside Texas, will be held * * *. 

(B) The proceedings under the docket numbers in the caption hereof 
are hereby consolidated for hearing and disposal. 

The issues are whether Lo-Vaca’s and Houston’s proposed sales and deliveries 
of gas to El Paso under the contracts of March 15, 1960, and July 29, 1960, are 
subject to the jurisdiction of the Commission or whether such proposed sales 
and deliveries of either of them are exempt therefrom by reason of the pro- 
visions of the restricted-use contracts employed in making them. Since there 
is general agreement among the parties and the witnesses that some part of 
the gas proposed to be sold and delivered for fuel consumption in Texas’ as 
well as a part of that proposed to be sold and delivered by Lo-Vaca for fuel 
consumption outside of Texas, inevitably would be physically transported in 
interstate commerce for resale in interstate commerce by El Paso for ultimate 
consumption in California, any exemption found for these sales, or either of 
them, must be rested on those provisions of the contracts which seek to avoid 
jurisdiction. 

Il. CONTENTIONS OF THE PARTIES 


(a) Lo-Vaca’s position (Initial Brief, pp. 3-5) is as follows: 

* * * The sale is a direct sale to El Paso for its use in its own facilities, 
and as such, is not within the Commission’s jurisdiction * * * direct sales 
of natural gas, being other than sales for resale, are not within the Federal 
Power Commission’s jurisdiction under the Natural Gas Act. * * * 


& * * * * 
Lo-Vaca’s gas * * * will be commingled in El Paso’s interstate pipeline, 
in order to transport it to the facilities where it will be consumed, However, 
the fact that natural gas which is the subject of a non-jurisdictional direct 
sale is transported in a commingled state with natural gas which is being 
sold in interstate commerce for resale and thus jurisdictional does not 
cause the non-jurisdictional character of the former sale to be lost where 
the non-jurisdictional sale takes place in a separate and distinguishable 

form. * * * 

(b) Houston’s position is stated in its Reply Brief (pp. 4-5) as follows: 
Houston’s position is: A sale of gas, even for resale, with a contractual 
obligation that it be consumed in the state of production is not jurisdictional 
even though the gas be commingled with gas which has not yet but eventu- 


SE] Paso’s Reply Brief, p. 2, for example, states: “El Paso’s argument * * * assumes 
that some of the molecules of the Houston gas will pass outside of Texas.” (Cf. Tr. 
pp. 332, 348-44.) 
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ally will be transported beyond the state of production. [Emphasis supplied 
by Houston.) 

(c) El Paso’s position is “that the restricted use contracts are non-jurisdic- 
tional” (Initial Brief, p. 3), which position is amplified in its Reply Brief (p. 2) 
as follows: 

* * * there is no dispute * * * that “following commingling, one cannot 
either prove or disprove that a particular molecule of gas was so employed 
[as fuel] or remained in the commingled stream (R. 344).” * * * [and] 
(R. 332, 343) that there is no assurance that the specific molecules of gas 
sold to El Paso by either Houston or Lo-Vaca will be consumed as fuel in 
Hl Paso’s compressor stations * * * the case law unequivocally holds that 
preservation of the separate molecular identity of certain purchased gas 
throughout its transportation is not essential to a determination that it 
remains in intrastate commerce although it becomes a part of a commingled 
stream, the rest of which may be in interstate commerce. * * * 

Particularly so (Reply Brief p. 2) with respect to the Houston gas: 

* * * extraction of the gas of Houston as such is not essential to the 
consumption of the gas of Houston solely as fuel in Texas in any meaningful 
legal sense * * *. [Emphasis supplied by El Paso.] 

(d) The Commission Staff states “the principal legal question presented” 
(Brief, p. 1) to be: 

* * * whether a seller and a buyer of natural gas can prevent, by contract, 
sales of natural gas from being subject to FPC jurisdiction when the gas 
flows in continuous movement from State to State, commingled with gas 
from other sources, with gas from the commingled stream being resold for 
ultimate public consumption. 

Staff’s contentions as to this question are stated in its brief (pp. 11-12), as 
follows: 

* * * the sales of gas proposed by Lo-Vaca and Houston will be sales 
in interstate commerce for resale and, therefore, they will be subject to FPC 
jurisdiction. Lo-Vaca and Houston, however, contend that the contract pro- 
visions * * * limiting the use of gas will prevent the sales made under 
their said contracts with El Paso * * * from being sales in interstate com- 
merce for resale and will forestall FPC jurisdiction. They do not claim 
that, absent such contractual limitations on use, their gas sales would not 
be in interstate commerce for resale and would not be subject to FPC 
jurisdiction. To the contrary, the avowed purpose of including in their 
contracts the limitations on use of gas was to circumvent jurisdiction. 

(e) California’s position, so far as it is pertinent to the limited issue herein 
presented (infra, footnote No. 10), is stated in its brief under “Conclusions” 
(pp. 12-13), as follows: 

* * * in addition to the fact that some of the gas will mix with out-of- 
state gas prior to use even under the best conditions, it is impossible to 
assure that the gas purchased will be used as specified, and some, necessarily, 
will be transported out-of-state and resold. 

It is likewise obvious that both “restricted” and “unrestricted” gas will be 
used interchangeably. When intake of one is cut down, the other will in- 
crease, and vice versa. Complete integration in supply is not only likely, 
but essential. El Paso’s system requirements demand it. [Emphasis sup 
plied by California.] 

(f) California Distributors (other than Pacific) state their concept of the 
issues in their joint brief (p.18) as follows: 

The basic issue to be determined in this jurisdictional proceeding is 
whether the jurisdiction of the Federal Power Commission depends upon 
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the actual flow of a commingled supply of natural gas in interstate com- 
merce, or whether the question of jurisdiction is determined by whether a 
contract provides for the use of this commingled gas for nonjurisdictional 
purposes although physically, regardless of the contractual provision, the 
commingled gas must flow in interstate commerce. Stated in another 
fashion, the issue is as to whether the jurisdiction of this Commission is 
dependent upon fact rather than fiction, upon actual flow rather than upon 
contractual flow. [Emphasis supplied by California Distributors.] 

Their conclusion as to the interstate nature of the transactions is stated in said 

joint brief (p. 32) as follows: 

From the moment that Houston and Lo-Vaca gas is received into the El 

Paso interstate pipeline system at Three Rivers, Texas, such gas will form 
a portion of a commingled supply of gas flowing in interstate commerce 
* * * (Cf. Exhibit A to said brief). 


BE. THe Facrs In EvIpENCE 
I. CORPORATE STATUS AND PRESENT OPERATIONS 


(a) Lo-Vaca is a Texas corporation with its principal place of business in 
Corpus Christi, Texas (Item A). It “was organized to purchase, gather and 
deliver gas to El Paso” with which it has two contracts, executed on March 15, 
and May 16, 1960, respectively.* (Tr. p. 8.) 

Lo-Vaca owns no facilities and engages in no operations; its operations includ- 
ing the proposed deliveries to El Paso will take place only when the facilities 
proposed to be constructed by Supply (Docket CP60-10) and by Lo-Vaca (Docket 
CI60-693) are authorized and completed. 

(b) Houston is a Texas corporation having its principal offices in Houston, 
Texas (Petition p.1). It is a wholly-owned subsidiary of Houston Natural Gas 
Corporation, which (like Houston) has been engaged for some years in a wholly 
intrastate business (Tr. pp. 104, 106). 

Since 1925 Houston has engaged in the purchase, transportation and sale of 
natural gas within the State of Texas (Tr. p. 104). Currently, it delivers about 
500,000 Mcf daily to local distribution companies for resale for consumption in 
various Texas communities and to industrial and commercial consumers located 
in the Texas Gulf Coast (Ex. 1) area. Many of its purchase contracts contain 
a jurisdictional escape clause. (Ex. 4; Tr. pp. 15, 109, 111, 128-29.) 

There are no present deliveries of Houston gas to El Paso. Deliveries are not 
physically possible until completion of construction by Houston and Supply; and 
they are not contractually possible until and unless the Commission declares that 
Houston’s contract with El Paso “is a non-jurisdictional transaction.” (Tr. 
p. 16; Ex. 2, p. 6.) 

Il. THE GAS SALES CONTRACTS 


(a) Lo-Vaca-El Paso jurisdictional contract of May 16, 1960. By this ad- 
mittedly jurisdictional (Tr. p. 24) contract,’ Lo-Vaca agrees to sell and deliver 


*The May 16 contract is admittedly subject to the Commission’s jurisdiction (Tr. pp. 
21-24) ; but the March 15 contract is claimed to be exempt, because the gas is to be used 
by El Paso solely as fuel in El Paso’s compressors and other facilities outside of Texas, 
enroute to which said gas will be commingled with other gas being transported in El 
Paso’s pipeline system (Tr. pp. 8-9). 

7This sale of gas for which Lo-Vaca seeks a certificate of convenience and necessity, 
is herein involved only because of its effect on El Paso’s task of separating this jurisdic- 
tional gas from the Lo-Vaca restricted use gas to be delivered to El Paso in a commingled 
stream with it and with Houston’s restricted-use gas. 
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50,000 Mcf* average per day (at 14.65# psia) of natural gas to El Paso at or 
near Three Rivers, Texas, at which delivery point title thereto vests in El Paso. 
The contract, which is free of all restrictions upon interstate transportation and 
resale in interstate commerce by El Paso (Tr. pp. 8, 21-24), is for 20 years at an 
initial price of 22¢ per Mcf, plus certain taxes, and escalating to 26¢. El Paso 
agrees to “take or pay” for certain minimum volumes, and Lo-Vaca agrees to 
dedicate reserves in the Texas Gulf Coast area to the performance of the contract. 

(b) Lo-Vaca-El Paso restricted use contract of March 15, 1960—This con- 
tract is substantially identical with the May 16 jurisdictional one, being likewise 
for 20 years for like volumes at like pressure and like prices and with like take- 
or-pay provisions and like dedication of reserves. 

The important difference is that, in addition to the employment therein of the 
words “gathering and delivery,” in lieu of the “gathering and sale” appearing 
in the May 16 contract, this contract provides in Article X, Section 2: 

It is the intent and understanding of the parties hereto that the sale 
of natural gas hereof is not subject to the jurisdiction of the Federal Power 
Commission because this sale is not for resale. 

Also, in Article XVI it is provided that— 

All of the gas to be purchased by El Paso from Gatherer under this 
agreement shall be used by El Paso solely as fuel in El Paso’s compressors, 
treating plants, boilers, camps, and other facilities located outside of the 
State of Texas. It is understood, however, that said gas will be com- 
mingled with other gas being transported in El Paso’s pipe line system. 

By letter filed with the Commission on November 25, 1960 (Tr. pp. 23-24), 
Lo-Vaca states its intention to deliver the contractual quantities under both con- 
tracts, reserving its right to contest with respect to jurisdiction over the sales of 
the restricted use gas. (Tr. p. 9.) 

(c) Houston-El Paso restricted use contract of July 19, 1960—Reciting El 
Paso’s desire to purchase gas for consumption in Texas as fuel in its facilities 
and in the operation of Phillips’ gasoline plant in Ector County, Texas, this con- 
tract for 70,000 Mcf per day is for 20 years, subject to earlier termination. As 
with the Lo-Vaca contract, this gas is to be delivered by Houston to Supply (for 
El Paso) at or near Three Rivers, Live Oak County, Texas, and El Paso will 
take title thereto at said point of delivery. Sales are to be on an interruptible 
basis (Article XV). The price is to be determined according to a formula which, 
if applied for the billing month of November 1959, would have produced a price 
of 19.5¢ plus certain taxes for each unit of one million BTU. (The gas to be of 
not less than 950 BTU per cubic foot.) El Paso agrees to pay for the 1,000 Mcf 
per day if available whether or not taken. 

Restriction on the use of the gas is stated in Article II as follows: 

2.1 * * * Accordingly, it is recognized that any gas purchased hereunder 
from Houston for such fuel consumption within Texas must necessarily be 
commingled with other gas being transported by El Paso in its pipe line 
system. In this connection, El Paso represents and covenants that gas to 
be purchased by El Paso from Houston hereunder shall be used and con- 
sumed by El Paso solely as fuel in the operation of El Paso’s plant and in 
the gasoline plant of Phillips Petroleum Company in Ector County, all 
located wholly within the State of Texas. El Paso shall advise Houston 
as to each such utilization to be made of the gas purchased hereunder, and 


8 Letter agreement (Ex. 11) has been negotiated to increase this quantity to 80,000 Mcf. 
(Tr. pp. 207-08, 213-16.) 
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no new or different utilization of such gas shall be made by El Paso without 
the prior written consent of Houston. El Paso further covenants and 
agrees that at no time during the term of this agreement will El Paso take 
from Houston a quantity of gas in excess of the quantity of gas being con- 
sumed at the same time in Texas by El Paso for uses agreed to hereunder 
by Houston. If, by inadvertence or mistake or for any other reason, El 
Paso shall at any time during the term hereof take from Houston hereunder 
a greater quantity of gas than is being so utilized, El Paso covenants that 
the same shall be sold or utilized by El Paso solely in intrastate commerce 
for use and consumption within the State of Texas. 

2.2. El Paso covenants that all components of El Paso’s plant consuming 
fuel gas hereunder shall physically be located on its system of pipe lines and 
laterals within the State of Texas through which the flow of gas, although 
commingled with other gas, shall at all times be continuous and downstream 
from the originating delivery point defined hereunder. A sufficient volume 
of the commingled stream of gas shall by said physical connections reach and 
pass into components of El Paso’s plant located in Texas which consume 
in the aggregate a volume of gas as fuel equal to or greater than the volume 


of gas contributed into the commingled stream at Three Rivers by Hous- 
om, * '* 


Ill. THE PROPOSED OPERATIONS AND FLOW OF GAS 


(a) Lo-Vaca—Under both the unrestricted and restricted use contracts, gas 
will be produced and/or gathered by Lo-Vaca at wellheads in the field (in Texas, 
Tr. pp. 24-26) and delivered (for El Paso) by Lo-Vaca in a commingled stream 
(Tr. pp. 266-67), to Supply’s proposed Coquat Compressor Station at or near 
Three Rivers, Live Oak County, Texas. 

(b) Houston—The Houston gas will be gathered by Houston at wellheads 
in the field (in Texas, Tr. p. 104), and delivered (for El Paso) to Supply’s 
proposed Coquat Compressor Station at or near Three Rivers, Texas, for trans- 
portation by Supply to El Paso at Sonora, Texas. At that station, Houston’s 
gas will be commingled with the commingled stream of Lo-Vaca gas (Tr. pp. 
266-68). 

(c) Supply—Houston’s gas will be separately metered before it is commingled 
at Coquat Station with Lo-Vaca gas (Tr. p. 268) for transportation by Supply 
in a commingled stream with Lo-Vaca gas (including Lo-Vaca’s admittedly inter- 
state gas) through 227.6 miles of 30’’ pipeline which Supply proposes to con- 
struct and operate (Docket CP60-101) from Three Rivers to El Paso’s Sonora 
Plant in Sutton County, Texas (Tr. p. 271; Exs. 5-A, 6, 7, 8, 9, 10; Item D). 
Under arrangements to be made with El Paso (Tr. p. 269). Supply will use some 
of this gas (about 1,460 Mcf per day—at 14.73# pb.) to operate its said Coquat 
Station at Three Rivers and its said transmission line from there to Sonora 
(Tr. p. 268; Ex. 7; Item D, Sch. 1). 

(d) El Paso—Assuming Commission authorization therefor (Docket CP61-26), 
and the completion of Lo-Vaca’s and Supply’s proposed facilities and of its own 
new fuel lines and other necessary facilities (Tr. p. 185), El Paso proposes to 
route the commingled stream of Lo-Vaca and Houston gas (supplemented by 
additions to that stream at certain other points on its system, Tr. pp. 271, 282; 
289-90, 307-8 ; Item B) to its fuel-consuming compressor stations located down- 
stream of Sonora (Tr. p. 157, Ex. 7, 8), and at said stations to extract from the 
said commingled stream in the aggregate quantities of gas for such use equal to 
or greater than those it has agreed with Houston to extract and use in Texas 
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and with Lo-Vaca to extract and use beyond Texas.’ Flow diagrams and maps 
for such plant fuel use on an average demand day and a maximum demand day 
and the detailed oral testimony of El Paso’s chief pipeline engineer fully 
illustrate El Paso’s proposed fuel line construction and the quantities of fuel gas 
thereafter to be metered and withdrawn physically at these stations downstream 
of Sonora from the commingled stream containing the Lo-Vaca and Houston gas 
in accordance with its agreement to use such gas as fuel. (Lo-Vaca’s outside 
of Texas and Houston’s entirely in Texas.) (Exs. 5-A, 7, 8, 9,10; and see also 
Map Ex. 6 and Tr. pp. 285-88: Items B and D.) 


F. Discussion 


I. THE STATUTES 


Three sections of the Act warrant discussion. Section 7(c) provides, in 
pertinent part: 

No * * * person which will be a natural-gas company upon completion of 
any proposed construction * * * shall engage in the transportation or sale 
of natural gas, subject to the jurisdiction of the Commission, or undertake 
the construction * * * of any facilities therefor, unless there is in force 
with respect to such natural-gas company a certificate of public convenience 
and necessity issued by the Commission authorizing such acts or operations 
ss * 

Section 2(6) defines a “natural-gas company” to mean “a person engaged in 
the transportation of natural gas in interstate commerce or the sale in interstate 
commerce of such gas for resale.” 

Section 2(7) defines “interstate commerce” to mean “commerce between any 
point in a State and any point outside thereof * * *.” 

Most important is the scope of the Commission’s jurisdiction under the Act. 

Section 1(b) provides in pertinent part: 

The provisions of this act shall apply to the transportation of natural gas 
in interstate commerce, to the sale in interstate commerce of natural-gas for 
resale for ultimate public consumption for domestic * * * or any other use, 
and to natural gas companies engaged in such transportation or sale, but 
shall not apply to any other transportation or sale of natural gas * * *. 

Lo-Vaca concedes that it will be a natural-gas company when it engages in the 
sales and deliveries of gas proposed to be made to El Paso under the unrestricted 
May 16, 1960, contract, and it seeks authorization therefor (Docket CI60—-693). 
It intends also to make the sales and deliveries proposed to be made under the 
March 15, 1960, restricted-use contract whether or not such sales are held to be 
likewise subject to its jurisdiction (Tr. pp. 9, 23-24), reserving its right to con- 
test any determination of jurisdiction over the sales of the restricted use gas. 

Houston, on the other hand, seeks no authorization for its proposed contruc- 
tion and restricted-use sales and deliveries to El Paso, and does not intend to 
carry out its contract if its proposed sales and deliveries are found to be subject 
to the jurisdiction of the Commission. (Tr. p. 16 and Ex. 2, p. 6.) 

Section 1(b) and the applicable cases interpreting said section are thus deter- 
minative of the question the Commission’s jurisdiction over Lo-Vaca’s and 


* By contract, Lo-Vaca’s gas is to be transported and used by El Paso outside of Texas. 
£1 Paso concedes that some of Houston’s gas likewise physically will pass outside of 
Texas, stating (Reply Brief, p. 2), “there is no dispute that ‘following commingling, one 
cannot either prove or disprove that a particular molecule of gas was so employed [as fuel] 
or remained in the commingled stream (R. 344).’” (Cf. also Tr. p. 282 and Ex. 10.) 


693-488—64——_42 
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Houston’s proposed sales and deliveries under the restricted-use contracts, or 
either of them. In this connection, Lo-Vaca contends that its restricted-use 
contract is for a direct sale (not a sale for resale) ; Houston contends that its 
restricted-use sale not only is likewise a direct sale but also that it is purely 
an intrastate sale. Both claim exemption for these contracts under various 
court and commission cases which have construed Section 1(b),—primarily 
relying upon State of North Dakota v. F.P.C., 247 F. 2d 173. 

The staff contends that Houston’s sale and delivery as well as those of Lo-Vaca 
will be in interstate commerce and for resale. 

California contends that since “all the gas [Houston’s and Lo-Vaca’s] will be 
transported in a commingled stream with other Texas-produced gas which is 
admittedly jurisdictional * * * any restriction is a contractual one, not physical. 
(R. 200-1) ;” also that El Paso’s proposal for carrying out its contractual obliga- 
tion “is incapable of meeting the stated objective of the contracts of use solely 
as fuel and within or without Texas.” ” 

The California Distributors (other than Pacific) like the Staff and California 
consider the restricted use contracts as “a subterfuge to escape regulation” 
(Brief, pp. 7-8 “because as a matter of physical fact, the gas [Houston’s as well 
as Lo-Vaca’s] must and does flow out of the State of Texas as part of the 
commingled stream and, in fact, a portion thereof does flow to California to be 
used for purposes of resale.” To a considerable extent these Intervenors and 
the Staff rely on Oklahoma Natural Gas Co., 23 FPC 291 and 531. 


It. 





THE APPLICABLE DECISIONS 


A large number of decisions by the Courts and the Commission are cited in 
the briefs of the parties, the same cases generally being cited by the opposing 
parties, but with differing interpretations of their holdings and/or the applica- 
bility thereof to the issues herein. 

Controlling Decisions as to Houston Contract.—A very recent decision by the 
Commission appears to be dispositive of the question of jurisdiction insofar as 
it relates to Houston. 

This most recent decision of the Commission is its Order Modifying and Adopt- 
ing the Initial Decision of Presiding Examiner, issued June 30, 1961, in Shell 
Oil Company, et al., Dockets No. G—5029, et al. (25 FPC 1316) .™ 

* * * we are unable to find any basis for concluding that we have juris- 
diction over Shell’s sale of gas to Columbian for the latter’s Seminole carbon 
black plant * * *. Although neither the North Dakota nor the Oklahoma 
Natural cases, nor any of the cases cited by the parties are precisely in point, 
in its crucial facts the present case more closely resembles the circumstances 
of the first named than any of the others. Under Section 1(b) of the Act, we 
have jurisdiction over “the sale in interstate commerce of natural gas for 
resale,” and “the transportation of natural gas in interstate commerce.” 

Here we have a sale of gas produced wholly in Texas, transported wholly in 


2 Aside from the effects of “the fact of commingling,’ California urges, irrelevantly to 
the limited issues herein, that “since the volume purchased was based on a maximum day, 
and the facilities cannot use the whole of this volume on an average day, it follows that 
some of the ‘restricted’ gas cannot physically be used ‘solely as fuel’ nor within the appro- 
priate geographical area,” particularly on minimum days. That issue, like those of price 
and public convenience and necessity, were postponed for later determination in the certifi- 
cate proceedings (Tr. pp. 290-97). 

“This decision was issued too recently to be mentioned in the briefs herein. The Pre- 


siding Examiner’s Decision which was therein modified by the Commission was discussed in 
several briefs. 
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Texas and consumed wholly in Texas. This local gas is not commingled with 
any gas from outside the state, and all of it is separated from the commingled 
stream before any of the stream leaves the state * * *. These facts which 
differentiate this case from the Oklahoma Natural case, provide no basis for 
a finding that this is a sale in interstate commerce. 

The Commission’s Order further states (25 FPC 1316, at 1322): 

* * * And although the gas for the Seminole plant is commingled with gas 
for El Paso destined for interstate commerce * * * the respective volumes 
of interstate and intrastate gas are metered and known, and all the intra- 
state gas is separated from the commingled stream before any of the gas 
leaves Texas. Thus there is likewise lacking any basis for finding that the 
movement of the Seminole gas to its destination is transportation in inter- 
state commerce. 

The proposed sale by Houston, therefore, appears to be clearly an intrastate 
sale under the Shell case—and the North Dakota case the “crucial facts” of 
which Shell closely resembles. Houston’s proposed sale is not a sale for resale 
in interstate commerce.” 

As in Shell, the Houston gas is to be “produced wholly in Texas, transported 
wholly in Texas, and consumed wholly in Texas.” 

Also, as in Shell, ‘“‘[t]his local gas is not [to be] commingled with any gas from 
outside the state, and all of it is [to be] separated from the commingled stream 
[containing also Lo-Vaca gas destined to leave Texas] before any of the stream 
leaves the State.” (Docket G—5029, et al.) 

Likewise, under the Shell and North Dakota cases, the proposed movement of 
Houston’s gas appears to be clearly intrastate, since the volumes of Houston gas 
“are [to be] separated from commingled stream before any of the gas leaves 
Texas.” (id. p. 1322.) 

Controlling Decision as to Lo-Vaca Contract—Lo-Vaca’s restricted-use gas, on 
the other hand, is to be transported outside of Texas for use as compressor 
station fuel beyond the borders of that state. The proposed movement will be 
“transportation of natural gas in interstate commerce,” and, therefore, subject 
to the Commission’s jurisdiction. 

Despite Lo-Vaca’s contentions that its proposed restricted-use contract is not a 
sale for resale, it appears that such contract itself also may be subject to juris- 
diction, as a “sale in interstate commerce of natural gas for resale,” under 
authority of Oklahoma Natural Gas Company, et al., 23 F.P.C. 291, and Order 
Denying Rehearing, 23 F.P.C. 531—a case in which the “crucial facts” are 
similar. 

Since the Oklahoma Natural case is so closely in point as to appear to be 
dispositive of the question of our jurisdiction over Lo-Vaca, liberal quotation 
therefrom is herein made. 

In the original decision, the Commission stated: 

* * * Consolidated in transporting gas from Texas for sale in Oklahoma 
and Kansas is a “natural-gas” company * * * Oklahoma Natural’s gas is, 
of course, commingled with Consolidated’s gas in the pipeline. While Con- 
solidated, * * * proposed to sell and deliver for consumption in Oklahoma 
an amount of this commingled gas that is at all times in excess of the 
amount of gas delivered by Oklahoma Natural, it is inevitable that some of 
Oklahoma Natural’s gas commingled with Consolidated’s gas will be physi- 


122Except for the gas to be resold to fulfill fuel requirements of Supply in Texas and 
those of Phillips’ gasoline plant in Ector County, Texas, it is not a sale for resale in 
intrastate commerce. (Tr. pp. 141, 269.) 
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cally transported out of Oklahoma for consumption outside the state * * *. 
(23 F.P.C. 291, 292-93.) 
Concerning the contractual provisions the Commission said: 

The exchange agreement provides: “Consolidated further agrees that 
all of the volumes of gas delivered by Oklahoma Natural to Consolidated 
hereunder will be used and consumed only within the State of Oklahoma and 
that such volume of gas will, under no circumstances, be transported by 
Consolidated in interstate commerce or resold for transportation and/or 
resale in interstate commerce. It is understood, however, that * * * before 
any portion of the gas stream has left the State of Oklahoma it will be 
metered and determined that the volumes of gas metered and sold by Con- 
solidated in its Northern Oklahoma system are at all times more than the 
volumes of gas being delivered to it by Oklahoma Natural.” (23 F.P.C. 
291, 293.) 

The Commission’s conclusions were: 

In our opinion the provision in the exchange agreement does not prevent 
Oklahoma Natural from being a natural-gas company within the meaning 
of the Act. Section 2(6) of the Act defines a “natural-gas company” as 
“a person engaged in the transportation of natural gas in interstate com- 
merce, or the sale in interstate commerce of such gas for resale.” “Inter- 
state commerce” is defined in part to mean “commerce between any point in 
a State and any point outside thereof.” Interstate commerce has taken place 
here because Oklahoma Natural has delivered gas which is transported 
outside the state and consumed outside it. Interstate Gas Co. v. F.P.C., 
331 U.S. 682, 687-689. This gas has entered the stream of interstate com- 
merce, and has passed across the state border. As was said in Deep South 
Oil Co. v. F.P.C., 247 F. 2d 882, 888 (CA5) “The inescapable fact here then 
is that at least some portion of the gas sold by petitioner is resold to con- 
sumers outside the State of Texas. Consequently there can be no ques- 
tion that petitioner is making sales for resale within the meaning of the 
Act.” The fact that the contracting parties agree that Consolidated will 
deliver to its Oklahoma customers a greater amount of gas does not affect 
the interstate character of the transactions. The fact that Consolidated 
has not increased its deliveries to its Oklahoma customers, shows that by 
means of a contractual provision Consolidated is attempting to substitute 
Oklahoma Natural’s gas for its interstate gas from Texas in making its 
Oklahoma deliveries. We do not think that the later contract can so effect 
the previous course of business. (23 FPC 291, 293.) 

Subsequently, in its Order Denying Rehearing, the Commission reaffirmed the 
previous decision, stating: 

* * * By contract with Oklahoma Natural, it would at all times deliver 
more gas to these customers than it would receive from Oklahoma Natural, 
but * * * admittedly Oklahoma Natural’s gas became commingled with inter- 
state gas in Consolidated’s pipeline and was thus undeniably transported, 
in part, out of Oklahoma. 

What we have here, is a sale of Oklahoma produced gas for resale to an 
interstate pipeline which would then deliver this gas, commingled with 
gas from out-of-state sources, to customers in both Oklahoma and Kansas. 
Sales to such an interstate system would be, in our opinion, part of the 
interstate course of business and would be clearly in interstate com- 
merce * * *” (23 FPC 531, 532.) 

Characterizing the contract’s attempt to avoid jurisdiction as a device, the 
Commission’s order stated: 
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The contractual device of providing that Oklahoma Natural’s gas shall 
be used in Oklahoma would not affect the interstate nature of the trans- 
action that the parties propose. It is a mere statement that does not alter 
the course of operations other than to require that Consolidated continue 
to make deliveries in Oklahoma. If the contract were able to have the ef- 
fect claimed, every producer or other seller of gas within a given state which 
sells gas to an interstate pipeline could escape jurisdiction if the pipeline 
happened to sell an equal or greater quantity of gas within the same state, 
and the seller had the right kind of contract with the pipeline. A problem 
would then be posed as to which sellers of gas had the privilege of being 
eonsidered non-jurisdictional and which ones must be considered to be mak- 
ing the interstate sales. (23 FPC 531, 533.) 

Both in its original Oklahoma Natural decision and in its Order Denying Re- 
hearing, the Commission carefully distinguished the North Dakota case, say- 
ing in the former: * 

In our opinion, State of North Dakota v. F.P.C. * * * is distinguishable 
from the present case. In that case Montana-Dakota Utilities Company 
entered into contracts at approximately the same time for the purchase of 
“dump” gas at the price of 9 cents per Mcf at a processing plant belonging 
to other parties at Tioga, North Dakota, and for the purchase of “firm” gas 
at the same point for 16 cents per Mcf. All of the gas was to be produced in 
North Dakota * * * part of the 16 cent gas, * * * was to be transported 
by the Tioga-Williston line and was allegedly to be delivered by four pro- 
posed laterals to four towns in North Dakota where it would be consumed 
* * * We held with the examiner that the sale of the firm 16 cent gas to 
Montana-Dakota was entirely intrastate and were affirmed by the Court 
* * * (23 FPC 291, 294.) 

In the original decision, the contrast was stated thus: 

In the present case the parties have attempted to keep Oklahoma Natural’s 
gas separated from Consolidated’s interstate stream, with which it is physi- 
cally mixed, and to arrange by a contractual provision that all of Oklahoma 
Natural’s gas be delivered in Oklahoma * * * Consolidated had already 
been delivering its own gas received from Texas to its Oklahoma customers. 
Its sales to these customers were, of course, sales in interstate commerce 
within the meaning of the Gas Act. The later introduction of Oklahoma 
Natural’s gas into Consolidated’s pipeline does not even from a conceptual 
viewpoint cause Oklahoma Natural’s gas to be delivered to these customers 
alone. The situation therefore is different from that in the Montana-Dakota 
case where separate contracts with separate prices and for separate kinds 
of service were executed at approximately the same time, so that it could 
be said that in spite of physical commingling the firm gas was identifiable 

and determinable and therefore intrastate * * * It would be a mere subter- 

fuge to determine that the gas Oklahoma Natural would deliver to Consoli- 








38 Chairman Kuykendall in his concurring opinion expressed the distinction thus: “In 
State of North Dakota v. FPC. 247 F. 2d 173, the gas over which we did not have juris- 
diction was produced, transported, sold and consumed within the same state. Jt was 
commingled and transported with gas which also had been produced within the state 
but eventually was transported out of the state and thus into interstate commerce. In 
other words the gas transported intrastate was never transported or commingled with any 
gae which had entered and was in interstate commerce. Here the gas in question would 
enter, be commingled with, and transported with a stream of gas which already had been 
and still would be moving in interstate commerce. That is the salient distinction between 
the two situations.” [Emphasis supplied.) (23 FPC 291, 296.) 
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dated in lieu of interstate gas, would be in intrastate commerce and non- 
jurisdictional. 

There is here more than a mere technical objection to the exemption re- 
quested * * * Because the amount of gas flowing in the interstate stream is 
altered by Oklahoma Natural’s deliveries consumers beyond the state bound- 
ary are affected. This is the sort of thing that represents “commerce which 
concerns more States than one.” It was intended by the Gas Act that we 
regulate such interstate commerce, and we have no choice but to deny the 
request for anexemption. (23 FPC 291, 294-5.) 

And in the Order Denying Rehearing saying : * 

In North Dakota v. F.P.C., * * * separation was achieved under differ- 
ent circumstances. Certain producers sold gas produced in North Dakota to 
Montana-Dakota Utilities at the tail-gate of a gasoline plant in North Da- 
kota * * * all of the gas received at the gasoline plant which is delivered in 
North Dakota, was purchased in North Dakota * * * in the present case 
* * * Consolidated’s pipeline carries both Oklahoma and Texas produced 
gas and its deliveries to its customers in Oklahoma include gas produced 
in Texas. In the North Dakota case there was a direct association between 
the sale of the 16 cent gas to Montana-Dakota and its delivery in North Da- 
kota. In the present case, Consolidated’s sales had no prior association 
with Oklahoma Natural’s gas, for there was an interstate system already 
operating and delivering gas in Oklahoma and Kansas. Injecting Oklahoma 
produced gas into that system even with a contract that an equal amount 
of gas would always be delivered in Oklahoma does not alter the interstate 
nature of Consolidated’s operations and Oklahoma Natural’s sale. (23 FPC 
531, 533-34.) 

In its Order Denying Rehearing, the Commission, therefore, concluded as 
follows: 

In view of the above considerations and our previous order, Oklahoma 
Natural’s sale to Consolidated is a sale for resale in interstate commerce. 
It appears Oklahoma Natural is a pipeline company as well as a producer, 
and there is no controversy on this point. Therefore Oklahoma Natural is a 
“natural-gas” company as a pipeline company, and we have no option but to 
assert jurisdiction, but in any case, Oklahoma Natural is engaged in activi- 
ties that are a part of an interstate business and alter the interstate flow of 
gas, so that it is in accord with the policy of the Natural Gas Act that such 
a company be subject to regulation as a pipeline company. (23 FPC 531, 
535.) 

Substituting Lo-Vaca and El Paso for Oklahoma Natural and Consolidated, 
the pertinent portions of the above-quoted portions of that decision may be read 
to support similar conclusions as to the Lo-Vaca sale and El Paso’s operations. 
As in Oklahoma Natural, the conclusion is clearly warranted that: 

Interstate commerce has taken place here because [Lo-Vaca] * * * 
has delivered gas which is transported outside the state and consumed out- 
sideit. (23 FPC 291, 293.) 

As in Oklahoma Natural also: 

This gas has entered the stream of interstate commerce, and has passed 
across the state border * * * [and] at least some portion of the gas * * * 
is resold to consumers outside the state of Texas * * * [where] by means of 


144The Commission also distinguishes on pages 533-34, U.S. v. P.U.C., 345 US 296; 
Penna. Water & Power Oo. v. F.P.C., 343 U.S. 414, 419: Peoples Natural Gas Co. v. P.S.C., 
270 U.S. 550; and Hope Producing Co. et al., Docket No. G—155387, Feb. 3, 1959. 
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a contractual provision * * * [El Paso] is attempting to substitute * * * 
[Lo-Vaca’s] gas for its interstate gas from Texas [and New Mexico] in 
making [a similar quantity available for increasing] its * * * [California] 
deliveries. (23 FPC 291, 293). 

Likewise as in Oklahoma Natural: 

Injecting [Lo-Vaca’s Texas] produced gas into * * * [El Paso’s] system 
even with a contract than an equal amount of gas would always be * * * 
[used for compressor station fuel outside Texas] does not alter the interstate 
nature of * * * [El Paso’s] operations and [Lo-Vaca’s] * * * sale. (23 
FPC 531, 534.) 

Thus, as in Oklahoma Natural, it is concluded that: 

* * * our jurisdiction * * * [is based] on * * * [Lo-Vaca’s transpor- 
tation and sale] being in interstate commerce as a part of the transaction 
essentially interstate with interstate consequences. (23 FPC 531, 534.) 

And, finally as in Oklahoma Natural: 

* * * [Lo-Vaca’s] sale to * * * [El Paso] is a sale for resale in inter- 
state commerce * * * [Lo-Vaca] is a pipeline company as well as a pro- 
ducer, * * * Therefore * * * [Lo-Vaca] is a “natural-gas” company as a 
pipeline company, * * * but in any case * * * [Lo-Vaca] is engaged in 
activities that are a part of an interstate business and alter the flow of 
gas, so that it is in accord with the policy of the Natural Gas Act that such 
a company be subject to regulation as a pipeline company. (23 FPC 531, 
535.) 

As pointed out, supra, in footnote 14, the Oklahoma Natural decision distin- 
guished a number of the other cases cited and relied upon by Lo-Vaca and El 
Paso, and it should be noted that the subsequent Shell case not only reaffirmed 
and to some extent expanded the separability doctrine of the North Dakota case, 
but also reaffirmed and distinguished the Oklahoma Natural case, as follows: 

Nor are we able to find in any other facts concerning the Shell sale 
and the Columbian-El Paso exchange, or in the contractual provisions gov- 
erning these transactions, any factors sufficient to convert what is nominally 
an intrastate sale of gas for the Seminole plant into an interstate sale 
* * * the sale of gas for the Seminole plant, although made under the 
May 20, 1948 contract governing the Shell sale, has no such immediate or 
substantial relationship to the Shell sale or to the Columbian-El Paso ex- 
change as to justify finding it “part of the interstate course of business,” 
in the language of the Oklahoma Natural case. Likewise, we are unable to 
determine that the interrelated transactions involved herein constitute a 
“contractual device,” in the language of the Oklahoma Natural case, that 
might defeat Commission jurisdiction. Neither can we discern in the pro- 
visions of the contracts involved herein, or in the purpose or effect thereof, 
any justification for finding the sale of gas for the Seminole plant a sale in 
interstate commerce for resale subject to Commission jurisdiction. 

Thus without undertaking to discuss herein the many cases pro and con 
cited and relied upon by the parties—all of which have been read and consid- 
ered—it is concluded that the North Dakota case, as expanded by interpretation 
in the Shell case, is controlling as to the intrastate nature of Houston’s contract, 
and Houston thereby is not subject to jurisdiction; and that the Oklahoma 
Natural case, as distinguished from the North Dakota case both therein and in 
the Shell case, is controlling as to Lo-Vaca’s becoming a participant in an “inter- 
state course of business,” and, despite a “contractual device,” thereby becoming 
subject to jurisdiction 
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The instant situations are so parallel, both in their “crucial facts” and in 
their purposes and effects, to these controlling cases, respectively, that any 
Separate discussion of other cases herein would constitute a work of 
supererogation. 


G. ForMAL FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record in this proceeding, including the 
pleadings and briefs, and, in addition to the findings hereinbefore stated, it is 
further found and concluded that: 

(1) El Paso Natural Gas Company is engaged in the transportation of natural 
gas in interstate commerce and in the sale in interstate commerce of natural gas 
for resale for ultimate public consumption, and is a pipeline company and a 
“natural gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commissicn. 

(2) The sale and delivery of natural gas by Lo-Vaca Gathering Company to 
El Paso Natural Gas Company for fuel consumption outside of Texas, as herein- 
above described, and as more fully described in the record and in the applica- 
tion, will result in Lo-Vaca being engaged in the transportation of natural gas 
in interstate commerce, and in the sale in interstate commerce of such gas for 
resale, and Lo-Vaca thereby will become a pipeline company and a natural gas 
company within the meaning of the Natural Gas Act. 

(3) The natural gas facilities proposed to be constructed and operated by El 
Paso, Supply, and Lo-Vaca, as hereinbefore described, are to be used in the trans- 
portation and sale of natural gas in interstate commerce, and hence subject to the 
jurisdiction of the Commission, and to the requirements of subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(4) The sale and delivery of natural gas by Houston Pipe Line Company, as 
hereinbefore described in the record and in Houston’s Petition for Declaratory 
Order, will not result in Houston’s being engaged in the transportation of nat- 
ural gas in interstate commerce or in the sale in interstate commerce of such 
gas for resale, and Houston will not thereby become a natural gas company 
within the meaning of the Natural Gas Act. 

(5) The natural gas facilities proposed to be constructed and operated by 
Houston, as hereinbefore described, are to be used only in the transportation and 
sale of natural gas in intrastate commerce, and hence not subject to the jurisdic- 
tion of the Commission under the Natural Gas Act. 


H. THe OrpER 


WHEREFORE, IT Is ORDERED, subject to review by the Commission pursuant to its 
Rules of Practice and Procedure, that: 

(A) Lo-Vaca Gathering Company’s application for authority to carry out, 
without obtaining an appropriate certificate of convenience and necessity there- 
for, its proposed restricted-use contract of March 15, 1960, for the sale and deliv- 
ery of natural gas to El Paso Natural Gas Company, be and it hereby is denied. 

(B) Houston Pipe Line Company’s petition for a declaratory order be, and it 
hereby is, granted and it hereby is held, declared and ordered that Houston’s 
proposed restricted-use contract for the sale and delivery of natural gas to El 
Paso Natural Gas Company, and its proposed construction and operation of 
natural gas facilities incidental to the said proposed sale and delivery, will 
not be subject to the Natural Gas Act. 

Rosert E. FREER, 
Presiding Examiner. 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and L. J. O’Connor, Jr. 


IDAHO POWER COMPANY, DOCKET NO. E-7013 
ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS AND COMMON STOCK 


(Issued October 24, 1961) 


Idaho Power Company (Applicant), incorporated under the laws of the State 
of Maine and doing business in the States of Oregon, Idaho and Nevada, with its 
principal business office in Boise, Idaho, filed an application on September 20, 
1961, as supplemented September 26 and October 3, 1961 and as amended October 
18, 1961, for an order pursuant to Section 204 of the Federal Power Act, au- 
thorizing it to issue and sell (1) $10,000,000, principal amount of First Mortgage 
Bonds, and (2) 200,000 shares of Common Stock, par value $5 per share, for 
which an exemption is requested from the Commission’s competitive bidding 
requirement. 

Applicant proposes to issue the Bonds under its Mortgage and Deed of Trust, 
dated as of October 1, 1937, as heretofore supplemented and as to be further 
supplemented by a proposed Fourteenth Supplemental Indenture, between Ap- 
plicant and Bankers Trust Company and J. C. Kennedy (successor to R. G. Page 
as Individual Trustee). 

Applicant proposes on or about October 25, 1961 to invite sealed, written bids 
for the purchase of the proposed Bonds by newspaper publication and through 
distribution of a Form of Proposal, together with a statement of terms and 
conditions relating thereto and a Form of Purchase Contract. Each bid, whether 
from a single bidder or a group of bidders, must be for the purchase of all of the 
Bonds, and must be in writing on the Form of Proposal provided by Applicant. 
Bach bid must specify the interest rate to be borne by the Bonds which rate 
shall be a multiple of 4th of 1%, and the price exclusive of accrued in- 
terest to be paid to Applicant for the Bonds, which price shall be expressed as a 
certain percentage of the principal amount of the Bonds but not less than 
99% thereof. In addition, each bid must be accompanied by a certified or 
bank cashier’s check or checks in the aggregate amount of $300,000, and must be 
received at the offices of Bankers Trust Company, No. 16 Wall Street, New York 
15, N.Y., prior to 11 a.m., New York City Time on November 1, 1961. Unless 
Applicant shall reject all bids for the proposed issuance of Bonds (which it 
reserves the privilege to do) or shall exclude a bid or bids for reasons specified 
in the statement of terms and conditions, it will accept the bid which provides 
it with the lowest annual cost of money. 

The proposed shares of Common Stock will be offered publicly on or about 
November 1, 1961 at the last reported sale price of Applicant’s Common Stock 
on the New York Stock Exchange immediately prior to the date of offering there- 
of, or at a price slightly higher or slightly lower, depending upon the market 
trend and condition at the time. Applicant proposes to enter into an under- 
writing agreement for the sale of the issue of Common Stock with the under- 
writing firm of Blyth & Co. Inc., which agreed to underwrite the issue for a fee, 
subject to market conditions at the time of offering, of 69 cents per share. The 
afore-mentioned fee represents the lowest cost of underwriting the contem- 
plated issue on the basis of three proposals submitted to Applicant by under- 
writing firms. , 

By letter dated August 17, 1961, Docket No. IN-947, the Commission, pursuant 
to Section 34.2(k) (2) (ii) of its Regulations under the Federal Power Act, 
authorized Applicant to enter into negotiations for the underwriting or sale of 
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the proposed issuance of Common Stock. Applicant now requests that the pro- 
posed issuance be exempted from the competitive bidding requirements of Sec- 
tion 34.1a (b) and (c) of those Regulations upon findings as set forth in Section 
34.1a(a) (4) thereof. 

Applicant proposes to utilize the proceeds from the issuance and sale of the 
proposed Bonds and Common Stock, estimated at approximately $17,600,000 for 
the purpose of repaying, in part, its short-term bank loans presently outstand- 
ing,* which were made to furnish interim financing of its construction pro- 
gram associated primarily with its Snake River developments licensed by the 
Commission as Project No. 1971. These short-term borrowings aggregate 
$17,549,500 as of the date of this application. 

Written notice of the application has been given to the Idaho Public Utilities 
Commission, the Oregon Public Utility Commissioner, and the Nevada Public 
Service Commission, and to the Governor of each of those States. Notice of the 
application was also given by publication in the Federal Register on October 
4, 1961 (26 F.R. 9357), stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition or protest with 
the Federal Power Commission, Washington 25, D.C., on or before October 16, 
1961. No protest, petition, or request to be heard in opposition to the granting of 
the application has been received. 

The Idaho Public Utilities Commission, by order entered August 28, 1961, and 
the Oregon Public Utility Commissioner, by order entered September 13, 1961, 
approved the proposed issuance and sale of $10,000,000, principal amount of 
First Mortgage Bonds and 200,000 shares of Common Stock, par value $5 per 
share, in the manner and for the purposes set forth above. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued November 7, 
1957, Idaho Power Company, Docket No. E-6781 (18 FPC 603). 

(2) The proposed issuance and sale of Bonds and the proposed issuance and 
sale of Common Stock, all as described above, will constitute issuances of 
securities within the purview of Section 204 of the Act. 

(3) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or the ownership of securities, or otherwise, between Applicant 
and the underwriting firm of Blyth & Co. Inc. 

(4) The fees proposed to be paid to Blyth & Co. Inc., in connection with the 
proposed issuance of Common Stock do not appear to be unreasonable. 

(5) Under the circumstances of this case, sufficient cause has been shown for 
exempting the proposed issuance of Common Stock from the competitive bidding 
requirements of Section 34.la, (b) and (c) of the Commission’s Regulations 
under the Federal Power Act. 

(6) Applicant is not organized and operating in a State under the laws of 
which the security issues here involved are regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuances 
of Bonds and Common Stock are, therefore, not exempt by virtue of that Section 
from the requirements of Section 204 of the Act. 

(7) The proposed issuance and sale of Bonds, and the proposed issuance and 
sale of Common Stock, all as hereinafter authorized, will be for a lawful object, 


*The Commission, in an order issued on December 24, 1959, as amended on December 
29, 1960, (Docket No. E-6907) authorized the Applicant to issue up to $40,000,000 
Short-Term Notes. The Notes were to mature not more than one year from dates of 
issue; their final maturity dates were to be not later than December 31, 1962; and, 
they were to bear interest at the New York prime rate. 
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within the corporate purposes of Applicant and compatible with the public 
interest, which is appropriate for and consistent with the proper performance by 
Applicant of service as a public utility and which will not impair its ability to 
perform that service, and is reasonably appropriate for such purposes. 

(8) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Bonds, and the proposed issuance 
and sale of Common Stock, all as described above, upon the terms and conditions, 
and for the purposes specified in the application, as amended, are hereby 
authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until : 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2(k)(3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2(k) (4) of those Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegraph, as contemplated in Section 349 of the 
Regulations. 

(ii) The Commission shall have approved the interest rate thereof and the 
price to be received by Applicant for such Bonds, by a further order. 

(C) The proposed issuance and sale of Common Stock shall not be 
consummated until: 

(i) Applicant shall have amended its application by filing with the Commis- 
sion a verified copy of the underwriting agreement, as executed, between Appli- 
cant and the afore-mentioned underwriters for the purchase or underwriting 
of the proposed issuance of Common Stock. 

(ii) The Commission, by further order, shall have approved the price to be 
received by Applicant for the proposed Common Stock. 

(D) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of issuance of this order, 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission. 

(F) Nothing in this order shall be construed to imply any guarantee or 


obligation on the part of the United States in respect of any securities to which 
this order relates. 


THE TARPON OIL CORPORATION, DOCKET NO. CI60-582 AND J. C. 


TRAHAN, DRILLING CONTRACTOR, INC., OPERATOR, ET. AL., DOCKET 
NO. CI60—-583 


ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY AND REVERSING 
INITIAL DECISION OF PRESIDING EXAMINER 


(Issued October 30, 1961) * 


Syllabus 


1. Commission rejects view that Section 7(a) of the Natural Gas Act can be 
employed to require a natural gas company to accept delivery of producer’s 
gas and transport it to market. P. 639. 


*Initial decision appears on p. 640. 






























636 FEDERAL POWER COMMISSION 





2. Where, as here, there is filed application for certificate covering acquisition 
and operation of facilities, and same service being rendered would continue 
under new certificate, no abandonment is involved and no application need 
be filed under Section 7(b) of the Natural Gas Act. P. 639. 

3. Commission issues certificates of public convenience and necessity to appli- 

ecants under Section 7 of the Natural Gas Act; reversing Initial Decision 

of the Presiding Examiner. P. 640. 





Sherman 8. Poland, Bernard A. Foster, Jr., and Gerald Huggs for Tarpon Oil 

Corporation and J. C. Trahan, Drilling Contractor, Inc. (Operator), et aL 
Charles W. Tschirn and Paul L. McBride, Jr., for J. C. Trahan, Drilling Con- 

tractor, Inc., (Operator), et al. 

Agnes Mae Wilson for the Staff of the Federal Power Commission. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


This case, which is before us on exceptions to the presiding examiner’s decision 
issued July 24, 1961, involves two interrelated applications for certificates of 
public convenience under subsections (c) and (e) of Section 7 of the Natural 
Gas Act (Act). The Tarpon Oil Corporation (Tarpon), on May 9, 1960, filed 
an application for a certificate authorizing it to acquire and operate approxi- 
mately 14 miles of 5-inch pipeline located in the Ansley Field, in Hancock 
County, Mississippi. These facilities have been and would continue to be used 
for transporting gas from the Ansley Field to the facilities of the purchaser of 
the gas, United Gas Pipe Line Company (United), an interstate pipeline com- 
pany. On the same date, Shallow Oil Company, Inc., et al., now J. C. Trahan, 
Drilling Contractor, Inc., Operator, et al. (Trahan),’ producers of natural gas, 
filed an application for a certificate authorizing the sale to Tarpon of natural 
gas produced in the Ansley Field, for delivery through the aforesaid facilities 
to United. 

The facilities which Tarpon proposes to acquire were constructed and have 
been operated by Marshall R. Young Drilling Company (Drilling Company)? 
as authorized by Commission order issued July 19, 1957, in Docket No. G—12245. 
That order authorized Drilling Company to sell natural gas produced by Drilling 
Company and Marshall R. Young, Individual, in the Ansley Field, to United at 
a price of 18.5 cents per Mcf, with periodic increases. Drilling Company was 
also authorized to sell to United natural gas of Union Producing Company and 
Sun Oil Company, two other producers in the Ansley Field. Drilling Company 
paid 17 cents per Mcf for this gas, added a charge of 1.5 cents per Mcf to cover 
the cost of transportation, and sold it to United for 18.5 cents per Mcf. These 
four producers whose gas was initially authorized to be delivered through Drill- 
ing Company’s line are referred to hereinafter as the old producers. 

Tarpon was organized and financed by Trahan and other producers* owning 
interests in three producing wells in the Ansley Field, for the purpose of pur- 
chasing Drilling Company’s facilities and thereby providing a means for deliver- 
ing the producers’ gas to United. These parties and others whose interests are 


1 By Commission order issued May 3, 1961, herein, Trahan was substituted for Shallow 
Oil Company as party applicant in Docket No. CI60-583, Shallow having been merged 
into Trahan. 

2As permitted by Commission order issued October 9, 1961, supra, p. 578, Drilling 
Company on September 22, 1961, filed with the Commission a brief amicus curiae. 

3A number of the producers took part in organizing Tarpon. Four of the principal 
owners of interests in the wells financed and own Tarpon; they are Trahan, Pioneer Oil 
& Gas Company, Inc., Breuer & Curran O4l Company, and Rebstock and Reeves Drilling 
Company. 
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covered by the application of Trahan, e¢ al.,* will be referred to hereinafter as 
the new producers, as distinguished from the old producers referred to above. 
Tarpon under its present proposal would transport the gas produced by the 
old producers for Drilling Company’s account to United. For this it proposes 
to charge Drilling Company 1.5 cents per Mcf. In addition, it would purchase 
the gas of the new producers at a price of 17 cents per Mcf, with periodic in- 
creases, and deliver and sell it to United at a price of 18.5 cents per Mcf, with 
periodic increases. 

The cost to Tarpon of Drilling Company’s facilities would be $200,000. The 
purchase price of the line would be financed by the four new producers referred 
to in footnote 3, who have each advanced $51,000, for which they received shares 
of stock in Tarpon. They would constitute the sole shareholders in Tarpon. 

On June 29, 1960, the Commission issued temporary certificates to Tarpon 
and Trahan authorizing their present proposals, and under these authorizations, 
Tarpon has paid Drilling Company the $200,000 purchase price for the facili- 
ties. Tarpon immediately commenced operation of the line, continuing the 
deliveries of gas from the old producers to United. However, the sale and de- 
livery of the new producers’ gas under the authorization to Trahan, et al., were 
not begun until December, 1960, because of delays in connecting new wells to the 
line. 

The presiding examiner by his initial decision would deny the certificate au- 
thorizations requested herein on the ground that-Trahan and the new producers 
in the Ansley Field are being coerced into buying Drilling Company’s pipeline 
and transporting its gas from the Ansley Field on terms that discriminate 
against the new producers. According to the examiner, Drilling Company had 
excess capacity on its line through which it could have delivered gas from the 
new producers’ wells to United, but refused to do so, despite the fact that its 
wells were draining those of the new producers. Consequently, says the exam- 
iner, Trahan and the new producers in the Ansley Field were forced to organize 
Tarpon to buy the line from Drilling Company, in order to transport their gas 
from the Field to United. 

As a part of the purchase transaction, according to the examiner, Drilling 
Company was able to insist that it be exempt from a 5-cent per Mcf charge 
which the new producers would have to pay Tarpon on the first 5,000,000 Mcf 
of the new producers’ gas transported by Tarpon through the line. The stated 
purpose of this charge is to reimburse the four new producers who advanced the 
money to purchase the pipeline from Drilling Company. However, the examiner 
was of the view that under this 5-cent reimbursement charge, the new pro- 
ducers would in effect receive only 12 cents per Mcf for their gas instead of the 
contract price of 17 cents, whereas Drilling Company would receive the contract 
price of 17 cents. Accordingly, says the examiner, the new producers would in 
effect pay a 6.5-cent per Mcf transportation charge, while Drilling Company 
would pay only 1.5 cents. Further, says the examiner, Drilling Company has 
already been reimbursed for the $250,000 it spent when it initially constructed 


the line, by a 5-cent per Mcf reimbursement charge which the original pro- 
ducers paid to it. 


‘There are five applicants in Docket No. C160—582, consisting of Trahan, Charles W. 
Tschirn, Paul L. McBride, John B. Conley, and Continental Illinois National Bank and 
Trust Company of Chicago, as Executor and Trustee. 

The principal co-owners of the lands and leases involved in this application are the 
first three applicants named, together with Pioneer Oil and Gas Co., Inc., and Breuer & 


Curran Oil Co. In addition to the parties named above, there are a number of owners of 
smaller interests in the wells in question. 
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Although the examiner would deny the certificates on these grounds, he was of 
the view that Trahan and the other new producers could obtain relief from 
Drilling Company’s refusal to transport their gas by an application under 
Section 7(a) of the Act for a Commission order compelling Drilling Company 
to transport their gas to United at a rate based upon Drilling Company’s cost 
of service. 

As a further ground for denying the certificates, the examiner held that 
Section 7(b) of the Act governing the abandonment of service and facilities 
applies to the facilities proposed to be sold by Drilling Company and purchased 
by Tarpon, but that no application for abandonment under this Section had 
been filed. 

Exceptions to the examiner’s decision were filed by staff counsel on August 24, 
1961, and by Tarpon and Trahan jointly on August 31, 1961. All these parties 
take the position that the examiner erred in holding that Trahan can invoke 
Section 7(a) to require Drilling Company to transport its gas. They contend 
that by its language, this Section applies only to “any person or municipality 
engaged or legally authorized to engage in the local distribution of natural gas 
or artificial gas to the public, * * *” and that Trahan, et al. do not come within 
this language. These parties also contend that the examiner erred holding that 
the abandonment requirement of Section 7(b) applies to the conveyance of 
Drilling Company’s facilities to Tarpon. 

In addition, Tarpon and Trahan contend that the examiner failed funda- 
mentally to understand the facts so that his findings of harsh treatment and 
discrimination by Drilling Company toward Trahan, et al., are wholly unjusti- 
fied. Thus Tarpon and Trahan contend that the new producers’ decision to pur- 
chase Drilling Company’s line was the means they chose to reduce as much as 
possible the losses from their generally non-producing wells in the Ansley Field, 
& means considerably more economical than building a line of their own, an 
alternative they had actively considered. They contend that, as stated in the 
contracts and rate schedules covering the transactions involved, the charge to 
all producers for transporting their gas to United is 1.5 cents per Mcf, so that 
there is not and cannot be any discrimination in this respect. 

Tarpon and Trahan further contend that the 5-cent reimbursement charge 
deducted from the 17-cent price for the gas of the new producers was simply 
part of the internal financing of the purchase of Drilling Company’s line and 
has nothing to do with any rates charged. They argue that the numerous co- 
owners of lesser interests in the three wells either unable or unwilling to ad- 
vance their share of the purchase price, and that accordingly, the four principal 
producers organized Tarpon and advanced the funds, $51,000 apiece, to pur- 
chase the line from Drilling Company. These four producers then received 
shares in Tarpon, with arrangements for Tarpon to repay them the amount each 
advanced. Arrangements were also made for each of the interest owners in the 
producing properties to reimburse the four producers for the funds advanced, 
according to the pro rata share of each interest owner. In this way, it is argued, 
the cost of financing was spread back equitably to the several producers and 
interest owners. 

Tarpon and Trahan also argue that such a financing arrangement was em- 
ployed by the original producers and approved by the Commission in connection 
with the initial certification of the Drilling Company line in Docket No. G-12245. 
There, Drilling Company supplied the funds to construct the line and a 5-cent 
reimbursement charge was levied on the original producers. Also, these parties 
deny that Drilling Company has recovered the $250,000 initial cost of building 
the line through the imposition of the 5-cent reimbursement charge during its 
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ownership of the line. Similarly, they contend that because of rapidly declining 
reserves, neither will the new producers recover their investment in the line or 
their investment in their wells. 

We conclude that the examiner erred in his disposition of this case and that 
his decision must be reversed. Considering first his views with respect to the 
application of Section 7(a) of the Act, it seems clear that this section cannot 
be employed to require Drilling Company to transport the new producers’ 
gas to United’s facilities. Under the language of Section 7(a), the Commission 
has authority only over extensions or improvements of transportation facilities 
for the purpose of “‘sell[ing] natural gas to any person or municipality engaged 
or legally authorized to engage in the local distribution of natural or artificial 
gas to the public * * *.”. The phrase relied on by the examiner, that the 
Commission “* * * may by order direct a natural-gas company to extend or 
improve its transportation facilities,” is to be read in conjunction with the 
purpose cited above. We know of no judicial decision, and none is cited, which 
reads this language as permitting the Commission to order a natural-gas com- 
pany to accept delivery of a producer’s gas and transport it to market. 

Likewise, we are of the view that the examiner erred in holding that an 
application to abandon under Section 7(b) of the Act is required before Drilling 
Company can convey its facilities to Tarpon. We have held that where, as here, 
there is filed an application for a certificate covering the acquisition and 
operation of facilities, and the same service -being rendered would be con- 
tinued under the new certificate, no abandonment is involved and no abandon- 
ment application need be filed under Section 7(b) of the Act. See, e.g., Peoples 
Gulf Coast Natural Gas Pipeline Company and Tezas Illinois Natural Gas Pipe- 
line Company, Docket No. G—19963, 22 F.P.C. 1013, 1015 (1959). Good reason 
supports this holding. If the same service is being continued, no question of 
abandonment is involved or need be considered. And if additional service is to be 
rendered, its authorization can be considered under the new certificate applica- 
tion. Thus no abuses of the kind evidently visualized by the examiner can 
result from this application of the Act. 

Since we have no authority to order Drilling Company to transport the gas of 
Trahan, et al., to United, the new producers’ plan to purchase the line to move 
their gas to market appears justifiable and preferable to any alternative pro- 
posal. Fundamentally, the proposal of Tarpon and Trahan, et al., is a salvage 
operation by which the new producers seek to reduce losses from their wells 
in the Ansley Field. It appears from the record that the new producers have 
invested some $961,000 in wells in the Ansley Field, costs which could never be 
recovered under existing circumstances. By purchasing Drilling Company’s line 
for $200,000 and marketing their gas, the new producers will be able to reduce 
their losses from approximately $961,000 to about $471,000. In addition, they 
will make available to the consumer volumes of gas which might otherwise be 
shut in or wasted, at a price of 18.5 cents per Mcf, which is considerably lower 
than the price of 21.5 cents per Mcf for gas produced in Mississippi announced 
in the First Amendment to the Commission’s Policy Statement 61-1, issued 
October 25, 1960, 24 FPC 902. 

Under the present circumstances, therefore, we conclude that we should grant 
the authorizations requested by Tarpon and Trahan, et al., subject to the con- 
ditions set forth in the ordering paragraphs below. 


The Commission finds: 


(1) Applicants, The Tarpon Oil Corporation and J. C. Trahan, Drilling Con- 
tractor, Inc., et al., upon the granting of the authorizations hereinbefore described 
and more fully described in the application in Docket Nos. CI60—582 and CI60— 
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583, will be engaged in the transportation or sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and will be “natural-gas companies” within the meaning of 
the Natural Gas Act. 

(2) Such transportation or sales of natural gas by Tarpon and Trahan, et al., 
together with the acquisition and operation of any facilities subject to jurisdiction 
of the Commission necessary therefor, are subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The transportation or sales of natural gas by Tarpon and Trahan, ct al., 
described hereinabove and in their applications, together with the acquisition 
and operation by Tarpon of any facilities subject to the jurisdiction of the Com- 
mission necessary therefor, are required by the public convenience and necessity 
and certificates therefor should be issued as hereinafter ordered and conditioned. 

(4) Tarpon and Trahan, et al., are able and willing to do the acts and to per- 
form the service proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules, and regulations of the Commission thereunder. 

(5) The initial decision of the presiding examiner issued in these proceedings 
on July 24, 1961, should be reversed. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued to Tarpon 
authorizing the acquisition and operation of the facilities, the transportation 
of gas through the facilities, and the sale of gas to United, described in its 
application and the record herein, upon the terms and conditions of this order. 

(B) A certificate of public convenience and necessity is hereby issued to Tra- 
han, et al., authorizing the sales of natural gas in interstate commerce to Tarpon 
described in their application and in the record herein, upon the terms and 
conditions of this order. 

(C) The certificates issued in paragraphs (A) and (B) above are not transfer- 
able and shall be effective only so long as Tarpon and Trahan, e¢ al., continue 
the acts or operations hereby authorized in accordance with the provisions of 
the Natural Gas Act and the applicable rules, regulations, and orders of the 
Commission thereunder. 

{D) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act or Section 154 of the 
Commission’s Regulations thereunder, requiring the filing of rate schedules for 
the service herein authorized, and is without prejudice to any finding or orders 
which have been or may hereafter be made by the Commission in any proceeding 
now pending or hereafter instituted by or against Tarpon or Trahan, et al. 
Further, our action in these proceedings shall not foreclose or prejudice any 
future action by the Commission relating to the operation of any price or other 
provisions in the gas sales contracts herein involved, or any other term or 
requirement respecting any service rendered by Tarpon hereunder. 

(E) The presiding examiner’s initial decision issued herein on July 24, 1961, 
is hereby reversed. 

DECISION 


UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued July 24, 1961) 


Hat, Presiding EHraminer: On July 19, 1957, in Docket No. G—12245, the 
Commission certificated, among other things, a 5-inch 14-mile transmission line 
to be constructed, owned and operated by Marshall R. Young Drilling Company 
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(Drilling Company). As constructed the line extends from the Ansley Field, 
Hancock County, Mississippi, to an interconnection with the main transmission 
line of United Gas Pipe Line Company (United), the nearest market outlet. 
Drilling Company, along with Marshall R. Young (Young), Sun Oil Company 
(Sun) and Union Producing Company (Union)—the latter company being a 
subsidiary of United, are owners of certain wells and leaseholds in the Ansley 
Field and Drilling Company’s certificated line has been used exclusively to 
transport the gas production from the wells of these four owners.’ The line’s 
capacity, however, has always exceeded that needed to market their gas pro- 
duction. But notwithstanding this and the further fact that production from 
the wells of these four owners has been draining three neighboring shut-in 
wells in Ansley Field now owned by J. C. Trahan, Drilling Contractor, Inc., 
et al. (Trahan), Drilling Company has refused either to purchase or transport 
the natural gas which Trahan’s three wells are capable of producing. Accord- 
ingly, the principal owners of Trahan’s three wells, in an effort to minimize 
their losses to the extent now possible and to cure their steadily worsening 
position, organized Tarpon Oil Corporation (Tarpon), the applicant in Docket 
No. CI60-582, to purchase, own and operate Drilling Company’s transmission 
line and to do precisely what Drilling Company could do if it had the necessary 
incentive, or what the Commision can order Drilling Company to do, namely, 
(1) market the production of Trahan’s three wells, and (2) continue the 
identical transportation service performed by Drilling Company under its 
certificate. 

Stated another way, Trahan, in Docket No. CI60—583, seeks a certificate au- 
thorizing the sale to Tarpon of natural gas produced by its wells. Tarpon in turn 
seeks certificate authority to purchase for $200,000 and operate Drilling Com- 
pany’s 5-inch 14-mile transmission line and to sell the production of the Trahan 
wells to United. Coupled with the $200,000 sale price is a contract requirement 
obligating Tarpon to continue transporting Drilling Company’s gas to United for 
1.5 cents per Mcf, such transportation charge to be contrasted with the 614 cents 
per Mcf transportation charge to which the gas produced by the Trahan wells 
will be subject. This fact is made clear in the following testimony of the witness 
for Tarpon and Trahan: 

PRESIDING EXAMINER: * * * Then, Mr. Miller, the situation here is that 
[Drilling Company] wants the new owners to pay the $200,000 without 
benefit of a recovery of any part thereof from the transportation of gas pro- 
duced from the four wells operated by [Drilling Company] 


1The application in Docket No. G—12245 was filed by Drilling Company for itself and 
on behalf of its co-owner, Marshall R, Young, as an individual. 
2 As stated in the Commission’s order issued July 19, 1957, in Docket No. G—-12245— 


* * * Drilling Company * * * in Docket No. G—12245, filed an application for a 
certificate * * * for itself and on behalf of Marshall R. Young, Individual, covering 
the * * * sale of gas to United * * * from all leaseholds now owned or to be ac- 
quired by said parties, including their interests in leaseholds owned jointly with 
others, in the Ansley Field as such field now exists or as it may be enlarged in the 
future. There are at present three units in the Ansley Field (Thian, Cuevas Heirs 
and International-Alexander Units) to be operated by * * * Drilling Company. In 
addition to the two Marshall interests, Union * * * and Sun * * *, nonoperators, 
have interests in the units, except that Sun does not own any interest in the Cuevas 
Heirs Unit. The interests of Union and Sun in the production from said units will 
be sold respectively by Union and Sun at the wellhead to * * * Drilling Company, 
the operator. 


It should be noted here that Drilling Company subsequently completed a fourth well and 
tied that production into the sale to United. 


693—488—64——_43 
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The Wirness: That is correct. They are not going to bear any additional 
cost of that line, other than the one and one-half cent per Mcf service charge. 

PRESIDING EXAMINER: Stated another way, when [Drilling Company] built 
the line, all the gas flowing through the line up to the first five million Mcf 
shared in the reimbursement charge. Whereas, here it is proposed that only 
a part of the gas flowing through the line will pay the reimbursement 
charges. 

The WiTNnEss: That is right. * * * 

The proposed natural gas sales at the wellhead by Trahan to Tarpon would be 
at the initial rate of 17 cents per Mcf with periodic increases. The price proposed 
to be charged for this gas to United is 18.5 cents per Mcf with periodic increases. 
No issue has been raised regarding either the wellhead price or the price to 
United. 

Procedural Background 


The certificate applications of Tarpon in Docket No. CI60-582 and Shallow, 
et al., in Docket No. CI60—583, were filed concurrently on May 9, 1960, and tempo- 
rary authorizations were issued to them on June 29, 1960. By order issued May 
8, 1961, the Commission granted the petition of Trahan to be substituted for 
Shallow as one of the applicants in Docket No. CI60-583, Shallow having merged 
into Trahan. 

By notice issued January 17, 1961, the applications were consolidated and set 
for hearing. Hearings were held March 30, April 3, 4, and May 8, 1961. Appli- 
eants presented one witness, 18 exhibits and three items by reference. The 
transcript is comprised of 164 pages. There were no interventions. 

Main briefs recommending the granting of the applications were submitted by 
Counsel for Tarpon and Trahan and for the Staff of the Commission on May 23, 
1961. No reply briefs have been filed. 

The filed briefs do not discuss, or make reference to, the broad and effective 
regulatory authority conferred upon the Commission under Section 7(a) of the 
Act which, in the Examiner’s view, should be utilized to provide the necessary 
relief to Trahan to enable marketing of its gas without the necessity of Tarpon’s 
acquisition and operation of Drilling Company’s line. Trahan has suffered too 
much already. There is no justification for making it suffer still more through 
the purchase of that line; incurring a contemplated $81,274 loss in connection 
with its acquisition and operation; and transporting Drilling Company’s gas at 
the discriminatory rate of 1.5 cents per Mcf. 

The Commission authorized Drilling Company to construct its 14-mile transmis- 
sion line and to purchase, transport and sell to United natural gas produced by 
the four producers involved in that venture. If that certificate had been condi- 
tioned, as it could have been,* to require Drilling Company to utilize the excess 
line capacity to transport all gas produced in the Ansley Field, up to the capacity 
of the line, the instant proceedings would have been unnecessary and Trahan 
would have been spared considerable losses already suffered for under a certifi- 
cate so conditioned Drilling Company would have performed the same service— 


*The Commission granted the certificate to Drilling Company as a result of an abridged 
hearing. Accordingly, the Commission never had occasion, in that unopposed proceeding, 
to consider the necessity for a conditioned certificate. Furthermore, it apparently had 
no reason to believe that Drilling Company, a natural gas company subject to all the 
provisions of the Act, would attempt to impose harsh and unnecessary treatment on other 
producers in the Ansley Field. The Commission, however, learns from experience and is 
not a slave to its prior actions. It may and should utilize subsequent cases to make 


improvements to meet new and different conditions and problems from those originally 
pereeived or anticipated. 
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without further order of the Commission—that Tarpon herein is seeking to 
perform, namely, transportation service for all gas produced in the Ansley Field. 

It cannot be denied that the Commission may attach reasonable terms and 
conditions to certificates issued to cause full utilization of authorized pipeline 
capacity, such action, among other things, being consistent with the fact that 
ultimate consumers are required to pay for the cost of authorized capacity 
whether utilized or not. Although the Commission did not condition Drilling 
Company’s certificate insofar as present subject matter is concerned, and even 
if it is now too late to add conditions, it is not too late for the Commission to 
utilize its authority under Section 7(a) of the Act to grant to Trahan the relief 
to which it is entitled to enable marketing of its limited gas production without 
the necessity of acquiring Drilling Company’s line. Failure to grant such relief 
would, in the Examiner’s view, cause Trahan to be the unwilling victim of un- 
necessary conduct on the part of Drilling Company, all to the detriment of the 
public interest which the Commission was created to protect. 


Historical Background 


The Ansley Field was originally developed in 1956 by the drilling of three wells 
by Young, Drilling Company, Sun and Union. Thereafter on March 8, 1957, 
Young and Drilling Company contracted to sell and deliver to United all produc- 
tion from the three wells at an initial price of 18.5 cents per Mef. 

Drilling Company financed and constructed the 5-inch 14-mile transmission 
line, being reimbursed for the alleged cost ($250,000) thereof through a 5-cent 
per Mcf charge assessed against the first 5,000,000 Mcf transported through the 
line to United. Sun and Union contracted to sell their interest in the production 
involved to Drilling Company at the wellhead at an initial price of 17 cents (less 
the 5-cents per Mcf retained by Drilling Company insofar as the first 5,000,000 
Mcef of production was concerned). 

The Commission on July 19, 1957, in Docket No. G—12245, authorized Drilling 
Company to construct and operate the line; to interconnect with United’s trans- 
mission line, and to reimburse itself for the alleged cost of its line by the 5-cent 
per Mcf assessment on the first 5,000,000 Mcf flowing through the line to United. 
In the same order the Commission authorized Drilling Company’s sale to United 
at the initial price of 18.5 cents per Mcf and the wellhead sale by Sun at the 
initial price of 17 cents per Mef. 

In 1959 and 1960 the initial applicants in Docket No. CI60—-583 in this proceed- 
ing drilled and completed three wells in the Ansley Field. Since Drilling Com- 
pany owned and operated the only line in the field providing a market outlet, 
the owners of the three new wells which were shut in, and which were being 
drained by the wells of Drilling Company, Young, Sun and Union, began nego- 
tiations seeking to sell their gas to Drilling Company or to have Drilling Com- 
pany transport their production to United’s line. However, their efforts to nego- 
tiate either a sale or transportation contract with Drilling Company were to no 
avail. Drilling Company countered with the proposal involved herein, namely, 
to sell its transmission line to the owners of the three shut-in wells for $200,000 
provided the new owners of the line would transport Drilling Company’s gas to 
United for the 1.5 cent per Mef service charge. 

Trahan could have rejected Drilling Company’s counter proposal and con- 
structed its own line, duplicating that of Drilling Company, in order to market 
their gas. Taking this alternative, it is estimated that it would have cost ap- 
proximately $236,785 to construct a 4%4 inch O.D. pipeline to do the job. Ac- 
cording to the testimony, it would not be prudent engineering to construct a 
smaller line since eventually a compressor would have to be added. 
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As already pointed out, the principal owners of Trahan’s three shut-in wells 
organized Tarpon for the purpose of acquiring Drilling Company’s line and 
transporting all gas produced in the Ansley Field to Mnited’s line. It is proposed 
that Drilling Company would be reimbursed, to the extent now possible, for the 
$200,000 purchase price of Drilling Company’s line by means of a 5-cent per Mcf 
charge for the gas produced from the three Trahan wells. 


The Facts 


Drilling Company constructed the 5-inch 14-mile line pursuant to certificate 
authority ; recovered $250,000, i.e., the alleged cost of the line, in less than three 
years through a 5-cent per Mcf transportation charge on the first 5,000,000 cubic 
feet of natural gas transported through the line; refused to utilize the line’s 
excess capacity to transport natural gas for Trahan; and inflicted losses upon 
Trahan, through drainage of its acreage and denial to it of the most feasible 
transportation service available for its limited supplies of natural gas. In short, 
Drilling Company appears to have proceeded upon the unwarranted legal assump- 
tion that the neighboring producers were at its mercy in that if they did not 
acquire the line for $200,000, which is said to be less than the cost of a new line, 
their chances of recovering part ($471,000) of their $961,000 investment—exclu- 
sive of contemplated additional losses of $81,274 in connection with the ownership 
and operation of Drilling Company’s line—in finding and producing natural 
gas will progressively worsen and eventually be lost altogether. In this con- 
nection counsel for Applicants state in part in their brief: 

* * * Because the additional investment of $200,000 required to get their 
gas to United’s line, the producers could have plugged and abandoned their 
wells and taken a complete loss. Instead they decided to invest the $200,000 
for the pipeline facilities of Drilling Company. * * * 

But this is only part of the story for, as already pointed out, under Drilling 
Company’s contract of sale with Tarpon the latter is required, in addition to 
making the $200,000 cash payment for the line, to transport Drilling Company’s 
gas to United for 1.5 cents per Mcf to help defray line operating costs. In con- 
trasts, the gas produced from the three additional wells, which Drilling Company 
refused to transport, will be subject to a 6%4-cent transportation charge. The 
net result will be that, based upon estimated reserves, the estimated loss to 
Tarpon from the proposed transportation service will be $81,274. This estimated 
loss includes estimated operating loss over the life of production plus unre- 
covered cost of the pipeline. 


Applicants’ Theory of Proceedings 


Counsel for Applicants assert that the arrangements made by Trahan, are— 
* * * the only feasible means of marketing the gas. They are not de- 
signed to reap a profit to any of the parties in this venture, but only to 
minimize losses from substantial investments incurred in finding and pro- 
ducing the limited supplies of natural gas discovered. Further, since the 
Commission has previously authorized a substantially identical proposal 
by other producers, ample precedent exists for authorizing the proposals 
here. 
They therefore— 

* * * view these proceedings as involving a simple proposal to sell natural 
gas at 17 cents per Mcf and to resell the gas at 18.5 cents per Mcf with a 
transportation charge of 1.5 cents per Mcf for gas received from other pro- 
ducers in the field * * *. 
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But, as hereinafter pointed out, the proposals of Tarpon and Trahan are 
neither the only nor the most feasible means of marketing the gas produced 
from Trahan’s three wells.* Moreover, counsel for Applicants, in urging that 
“ample precedent exists for authorizing the proposals here” are relying upon 
the Commission’s order issued July 19, 1957, in Docket No. G—12245, in which 
Drilling Company not only obtained certificate authority to construct its trans- 
mission line which Tarpon is here proposing to acquire, but also authority to 
purchase natural gas in the Ansley Field and resell it to United. But that was 
an uncontested case heard pursuant to the shortened procedure provided by 
Section 1.30 of the Commission’s Rules of Practice and Procedure, and the 
order was issued under this section of the rules. 

In substance, orders issued in shortened procedure cases may be likened in 
character to default judgments issued by a civil court and it is only in this very 
narrow sense that the cited case appears to have any applicability here. It 
should be stated further that no opinion elucidating the principles upon which 
that case rests was issued. It is therefore not possible to come to any conclu- 
sion with regard to the principles upon which the order was issued. 

These comments are, of course, not made to indicate any denigration of the 
order issued in the case cited but merely to reflect the fact that when an order 
issued in a shortened procedure case is cited care must be exercised not to 
expand the meaning of that case as a precedent, for it is clear that that case 
has not withstood the heat of contest and that it may not be adequate to support 
the grant of authority sought when subjected to the fire of controversy. 

The cited Commission action cannot properly be employed as a conclusory 
precedent binding in all future cases and it should not and will not be so con- 
sidered for the purposes of the instant proceeding which, unlike the prior 
certificate action, also involves the appropriate exercise of the Commission’s 
power under Section 7(a) of the Act to protect the public interest. Here the 
Commission has an evidentiary record upon which it may, and should inquire 
into the regularity of its past action in a shortened procedure case. As the 
Examiner had occasion to state in Central Kentucky Natural Gas Co., et al., 15 
FPC 700, 708-709, aff’a at 15 FPC 730, and in Cincinnati Gas & Electric Co., et al. 
v. F.P.C., 246 F. 2d 688 : 

* * * events and situations are considered in relation to their causes and 
results. This makes it necessary for the Commission to deal not only 
with successive changes as they occur, but to utilize experience gained 
to more effectively deal with regulatory matters not involving change. 
Thus once it is demonstrated that practices and procedures are inappro- 
priate for any reason, the Commission, having continuous jurisdiction, 
performs one of its primary functions in permitting or prescribing appro- 
priate readjustments to provide a more stable basis for the continuous 
progress of the regulated industry. Stated another way, the Commission’s 
orders are a necessary adjunct to carrying out the purposes of the statutes 
it administers and recognize that what once may have appeared to be an 
ideal regulatory action can be completely out of step with present and 
expected future conditions. 


Statutory Authority 


Trahan has labored under the mistaken belief that its opportunity for mar- 
keting its natural gas production by the most economical means is through 


*Since the applications were filed an additional well has been drilled and placed in 
production but one of the original wells has flooded out and has been abandoned. 
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Tarpon’s purchase and operation of Drilling Company’s 5-inch 14-mile line. 
They overlook the fact that the Act empowers the Commission to enter an order 
requiring Drilling Company to perform the necessary transportation service 
for them on a cost of service basis. Therefore, instead of acquiring Drilling 
Company’s transmission line and suffering an additional contemplated loss of 
$81,274 in connection with its purchase and future operation, Applicants can 
properly invoke, and in the circumstances of this case should invoke, the au- 
thority of the Commission to the full extent of its regulatory power to compel 
Drilling Company to transport their gas through utilization of the transmission 
line’s excess capacity in the same manner that Applicants are here proposing 
to do. 

The relevant statutory provision is Section 7(a) of the Act which authorizes 
the Commission after hearing, and if it finds such action necessary or desirable 
in the public interest, to— 


* * * direct a natural gas company to extend or improve its transportation 
facilities * * * if the Commission finds that no undue burden will be placed 
upon such natural gas company thereby: Provided, That the Commission 


shall have no authority to compel the enlargement of transportation fa- 
cilities * * °, 


Thus the Commission may require extensions and improvements in existing 
transportation facilities so long as they do not involve enlargement. The Com- 
mission is denied authority for enlargement, and while there may be cases 
where there is doubt as to whether an extension or improvement involves en- 
largement,® this is not such a case, for no enlargement of Drilling Company’s 
facilities would be involved—only greater and more efficient utilization of 
existing authorized and recognized excess capacity, the cost of which has 


5In Panhandle Eastern Pipe Line Co. v. F.P.C., 204 F. 2d 675, 683, the court observed 
that— 

* * * Whether a given improvement does or does not involve a prohibited enlarge- 
ment may be a close technical question * * *. We agree with the view ex- 
pressed * * * in Michigan Consol. Gas Co. v. Panhandle Eastern Pipe Line Co., 6 Cir., 
1949, 173 F. 2d 784, 788, that it is a question which should be passed upon in the 
first instance by the Commission. 

In the cited case of Michigan Consol. Gas Co. v. Panhandle Hastern Pipe Line Co., 173 F. 
2d 784, the court in considering the question of whether the courts or the Commission 
should decide the question whether what Panhandle would have to do to comply with the 
orders of the Commission constituted an improvement or extension on the one hand or an 
enlargement on the other, stated at page 788: 

The first question we have to deal with is whether what Consolidated wants done 
at the Edgerton Station under command of court decree, constitutes on the one hand 
a mere extension or improvement, concededly within the power of the Commission to 
direct, or an enlargement which the Commission may not order. The Act nowhere 
defines these terms and it is somewhat baffling to determine when and under what 
circumstances an extension or improvement of facilities ceases to be such and becomes 


enlargement. Be that as it may, it is nevertheless clear to us that in the contempla- 
tion of an integrated facility extending across eight states, whether a few miles of 
extra pipe constitutes an enlargement or mere improvement, requires consideration of 
data and of facts and circumstances within the competency of the administrative 


authority entrusted with regulation rather than within the competency of the court. 
To inexpert judgment it may seem, without knowledge of such facts and circumstances, 
that the addition of pipe to an already existing and singly considered pipe-line might 
well be an extension, even though such pipe-line lies parallel to another and the two 
constitute a double pipe-line. It is idle to argue that we must accept Consolidated’s 
designation of the construction desired by it at Edgerton as an enlargement, because 
at the hearing below there was no controversy about it. The Commission here chal- 
lenges the designation, and in any event, we are dealing with a question of jurisdiction 
and it is axiomatic that jurisdiction may not be conferred upon a federal court by 
consent. [Emphasis supplied.] 
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already been recovered by Drilling Company through prior transportation 
charges.® 


Statutory Requirement As To Abandonments 


Drilling Company, a natural-gas company within the meaning of the Act, has 
never instituted a proceeding under Section 7(b) of the Act for the purpose of 
establishing either of the statutory prerequisites (that (1) its available natural 
gas supply is depleted, or (2) that the present or future public convenience and 
necessity permit the abandonment of “facilities” or “any service”) justifying 
abandonment of its transmission line through sale to Tarpon. Nor has the Com- 
mission made or had occasion to make the findings which Section 7(b) require as 
a basis for Commission approval. As this section provides: 

No natural-gas company shall abandon all or any portion of its facilities 
subject to the jurisdiction of the Commission, or any service rendered by 
means of such facilities, without the permission and approval of the Com- 
mission first had and obtained, after due hearing, and a finding by the Com- 
mission that the available supply of natural gas is depleted to the extent that 
the continuance of service is unwarranted, or that the present or future 
public convenience or necessity permit such abandonment. 

On the basis of the present record it cannot be found that “the available sup- 
ply of natural gas is depleted’ because the record shows that the available sup- 
ply is not depleted. Nor can it be found “that the present or future public con- 
venience and necessity permit such abandonment” for Tarpon’s acquisition of 
Drilling Company’s line will be detrimental to the public interest. Drilling 
Company has already recovered the cost of the line once and is here seeking to 
recover the cost thereof a second time through sale to Tarpon which estimates 
that it will suffer a loss of $81,274 in connection therewith. Moreover, Tarpon’s 
costs, except for its losses, would be unnecessarily passed on to consumers be- 
cause Drilling Company can, under the terms of the Act, be required to utilize 
its excess line capacity to transport Trahan’s gas without a transmission cost 
loss to Drilling Company or anyone else. 

The Examiner, being aware of the provisions of Section 7(b) of the Act and 
the fact that cases abound in which the Commission has, pursuant to applica- 
tions filed in compliance with Section 7(b), authorized abandonments through 
sale of facilities where no abandonment of service was involved, expressed some 
concern at the hearing over the fact that Drilling Company has not complied 
with Section 7(b) and applied for abandonment authority to sell its certificated 
facilities to Tarpon. In this connection, counsel for Applicants, relying upon 
orders of the Commission In the Matters of W. H. Mossor, et al., Docket Nos. 
G-10846, et al., issued June 4, 1958, and In the Matters of Southwest Natural 
Gas Production Company, et al., Docket No. G—14209, issued June 30, 1958, con- 
tend that “in a case such as this where no abandonment of service is involved, 


*It is also pertinent to point out that in Michigan Consolidated Gas Co. v. F.P.C., 1960, 
286 F. 2d 404, the court, in footnote 46, page 221 of its opinion, is referring to the Com- 
mission's reliance upon the proviso of Section 7(a) as the basis for its argument that it is 
“powerless to compel Panhandle to expand,” observed: 

Without deciding this question, we merely note that the Commission’s lack of 
authority to command an improvement or extension of facilities may not be so clear- 
cut as it suggests. Compare Michigan Consolidated Gas Co. v. Panhandle Pipe Line 
Co., 6 Cir., 1949, 173 F. 2d 784, with Panhandle Pipe Line Co. v. Federal Power Com- 
mission, 3 Cir., 1953, 204 F. 2d 675; Michigan Consolidated Gas Co. v. Federal Power 
Commission, 3 Cir., 1957, 246 F. 2d 904; Central West Utility Co. v. Federal Power 
Commission, 3 Cir., 1957, 247 F. 2d 306. 
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the Commission will dismiss an application for abandonment as not being re- 
quired by the provisions of the * * * Act. Accordingly, * * * abandonment pro- 
ceedings by Drilling Company are not required and cannvut be considered an 
issue germane to these proceedings.” 

It cannot be denied that the two orders relied upon by counsel for Applicants 
support their view. Such orders, however, are subject to the infirmity that they 
were issued in shortened procedure cases. For this reason the cited orders are 
not considered binding precedents for the purposes of the instant proceeding. In 
the disposition of this case the Examiner relies upon earlier contrary opinions 
and orders of the Commission—too numerous to require citation—involving 
abandonment of facilities through sale. In the Examiner’s view, the earlier 
precedents of the Commission were properly grounded upon the fact that the Act, 
in vesting jurisdiction in the Commission to grant certificates of public con- 
venience and necessity and to permit abandonments of “facilities” and “any 
service’, does not create power in a natural-gas company to make elections as to 
the type of service it will render or to prescribe the conditions under which it 
will abandon facilities through sale, but only confers jurisdiction upon the 
Commission to give authorizations satisfying the Act’s limiting provisions and 
effectuating its fundamental purpose to protect ultimate consumers served by 
the certificated facilities. Thus once a company accepts a certificate and becomes 
a natural-gas company within the meaning of the Act it may not legally abandon 
its certificated facilities except through the operation of the abandonment provi- 
sions of Section 7(b). Furthermore, the Commission cannot be expected to con- 
tinue to authorize abandonments which have the effect of loading higher and 
unnecessary costs on interstate business. 


Additional Considerations 


Counsel for Trahan and Tarpon argue that the 5-cent per Mcf charge received 
by Drilling Company on the first 5,000,000 Mcf of gas transported through its line 
did not recoup the cost of the transmission line but merely served to allocate the 
$250,000 line cost among Drilling Company, Young, Sun and Union. This position 
is untenable. It ignores the fact that the 5-cent charge was made for the specific 
purpose of recouping the alleged cost of Drilling Company’s line and that said 
cost was recouped under a filed rate schedule which was the only legally enforce- 
able rate. That this is so was made clear in Montana-Dakota U. Co. v. North- 
western P. 8. Co., 341 U.S. 246, 251, where the Supreme Court said of the company 
in that case: “It can claim no rate as a legal right that is other than the filed 
rate * * *.”. What Drilling Company actually did, and what its filed rate sched- 
ule provided for, was a transportation charge of 6.5 cents per Mcf on the first 
5,000,000 Mcf transported through the line, such charge to be thereafter reduced, 
as it was, to 1.5 cents per Mcf because the line cost had been fully recouped. 

In passing it may be pointed out that the Commission would now be fully 
justified in not only reducing the rate charged by Drilling Company to United 
from 18.5 cents to 13.5 cents but also in reducing the rates for the gas produced 
by and sold to Drilling Company from 17 cents to 12 cents because the 18.5-cent 
and 17-cent rates were permitted only because of the 5-cent reimbursement charge 
which is no longer being paid. The fact that Drilling Company has fully recov- 
ered the cost of its line may account, at least in part, for the fact that it refused 
to transport Trahan’s gas because had Drilling Company agreed to transport 
that gas its rate for such transportation would have been based on its annual cost 
of service which would not have included any capital cost since that cost had 
already been fully recovered by Drilling Company. 
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Counsel for Trahan and Tarpon also make reference to the fact that temporary 
authorizations were issued to the Applicants on June 29, 1960, and that Tarpon 
has paid the $200,000 transmission line purchase price to Drilling Company. But 
these are not reasons for permitting Drilling Company to circumvent its obliga- 
tions under the Act. The $200,000 can be returned to Tarpon voluntarily or as a 
result of an appropriate court action. The temporary authorizations issued by 
the Commission expressly provided that— 

This authorization and the acceptance of the * * * rate schedules are 
without prejudice to such final disposition of the application for certificate 
as the record may require. * * * 

Moreover, Tarpon is protected by the provisions of its contract of sale with 
Drilling Company which provides that— 

* * * this conveyance shall become and be effective only upon purchaser 
obtaining from the Federal Power Commission an unqualified certifi- 
cate * * * which will permit the carrying out of the Gas Transportation 
Contract * * *. Should purchaser * * * fail to obtain such certifi- 
cate * * * within six months from the date hereof this conveyance and 
contract shall thereupon terminate and be of no further force and effect. 

Pertinent here also is paragraph (G) of the Commission’s order issued July 
19, 1957, in Docket No. G-12245, in which Drilling Company’s line and rates were 
certificated : 

(G) The grant of the certificates to *-* * Drilling Company * * * shall 
not be construed as a waiver of the requirements of Section 4 of the Natural 
Gas Act, or of Section 154 of the Commission’s Rules and Regulations there- 
under requiring the filing of rate schedules for the services herein author- 
ized, and is without prejudice to any findings or orders which have been or 
may hereafter be made by the Commission in any proceeding now pending or 
hereafter instituted by or against them. Further, our action in this proceed- 
ing shall not foreclose nor prejudice any further proceedings or objections 
relating to the operation of any price or related provision in the gas purchase 
contracts herein involved. 

The Examiner will not further consider the allegations made by counsel for 
Applicants. Suffice it to say that authorization of the proposals involved in this 
proceeding would be an emasculation of the statute. To borrow the words of the 
court in Safe Harbor Water Power Corp. v. F.P.C., 124 F. 2d 800, 806, “Congress 
proposed in fact to regulate * * * and not make vain gestures of regulation.” 


Conclusion 


For the foregoing reasons the certificate applications of Trahan and Tarpon 
are denied without prejudice to the right of Trahan to immediately apply for an 
order pursuant to Section 7(a) of the Act to compel Drilling Company to trans- 
port the production from Trahan’s wells to United at a rate which will return to 
Drilling Company its annual cost of service. 

Congress intended that the Commission should intelligently exercise its exten- 
sive regulatory and supervisory powers. It therefore empowered the Commis- 
sion to do those things essential to the execution of its clearly granted powers 
and the achievement of the purposes of the Act. The provisions of Section 7, 
coupled with authority to prescribe just and reasonable interstate rates, prevent 
discrimination and preference, prescribe a uniform system of accounts, permit 
abandonments under limited conditions, issue appropriate and needed orders, 
etc., were obviously inserted in the Act to furnish adequate protection to the 
general public served by a natural gas company. It is therefore only reasonable 
that the Commission properly perform its expected duties in this case by requiring 
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Drilling Company to utilize the excess capacity of its certificated line, the cost of 
which has been recouped from the public, to transport Trahan’s gas to market. 
Such action is necessary not only because of the provisions of the Act but also 
because of the importance of the precedent involved. As the court observed 
with reference to an accounting order of the Commission considered in Northern 
States Power Co. v. F.P.C., 118 F. 2d 141, 144, issuance of an authorized order is 
not an invasion of the field of “management; it is regulation by the Commission 
contemplated by the Act.” It is “the price” Drilling Company must pay for being 
a natural gas company (United States v. Appalachian Electric Power Co., 311 
U.S. 377, 427-428). 
Francis L. HALL, 
Presiding Examiner. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


ARKANSAS LOUISIANA GAS COMPANY, DOCKET NO. CP62-19 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued October 30, 1961) 


On July 24, 1961, as supplemented on August 25, 1961, Arkansas Louisiana 
Gas Company (Applicant) filed in Docket No. CP62-19 an application pursuant 
to Section 7(c) of the Natural Gas Act for a certificate of public convenience and 
necessity authorizing the installation and operation of a 265 horsepower com- 
pressor unit at its Hunnewell Station located on its Consolidated Utilities system 
north of the Kansas-Oklahoma state line in Sumner County, Kansas, all as more 
fully set forth in the application and supplement. 

The proposed facilities appear to be necessary to raise the maximum pressure 
of Applicant’s Collinson Storage Reservoir, located approximately 11 miles to 
the northeast of the Hunnewell Station in Cowley County, Kansas, from 350 
psig to 525 psig. The initial rock pressure of the Collinson Field was 535 psig 
when it was a producing gas field. The existing compressors (two 160 horse- 
power units) will be used for the first stage of compression from 190 psig to 340 
psig, and the proposed new unit will be connected as a second stage compressor 
with discharge pressures up to 575 psig into the 11 miles of pipeline in order 
to obtain 540 psig wellhead pressure in the field to inject gas against reservoir 
pressures up to 525 psig. 

At the present time the maximum deliverability of the two wells in the Collin- 
son Storage Field is about 10,000 Mcf for one day or about 5,500 Mcf per day for a 
consecutive three to five day period. The addition of the proposed compressor 
unit will permit a maximum daily withdrawal rate of about 10,000 Mcf for 25 
consecutive days instead of for only one day with present equipment. The 
additional gas supply will enable Applicant to have more gas available for its 
customers over a prolonged cold spell with less dependence upon Cities Service 
Gas Company ‘for peak supply during cold weather and on curtailment of 
deliveries to alf interruptible customers, and will enable it better to utilize the 
storage facility. 

There is no question of gas supply involved. 

The estimated cost of the proposed compressor unit installed is $68,000 and 
will be financed out of funds on hand. 

Temporary authorization to install and operate the proposed facilities herein 
was granted to Applicant on September 11, 1961. 
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Pursuant to due notice, a public hearing was held in Washington, D.C., on 
October 19, 1961, respecting the matters involved in and the issues presented by 
the application, as supplemented, herein. No petition to intervene or protest to 
the granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Arkansas Louisiana Gas Company, a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, is a “natural-gas 
company” within the meaning of the Natural Gas Act as heretofore found by the 
Commission in its order of January 26, 1943, in Docket No. G-252 (3 FPC 910). 

(2) The facilities hereinbefore described, as more fully described in the 
application, as supplemented, in this proceeding, are to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, and the installation and operation thereof by Applicant 
are subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(8) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c)(8), (c)(4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 C.F.R. 
157.20) should attach to the issuance of the certificate hereinafter granted to 
Applicant and to the exercise of the rights granted thereunder, and that the 
installation of the facilities authorized by this order shall be completed and said 
facilities placed in actual operation within ninety days from the date on which 
this order issues. 

(6) Applicant should submit semiannual reports, coinciding with the termina- 
tion of input and withdrawal cycles, showing the total volumes of natural gas 
injected and withdrawn from the Collinson Storage Field, the shut-in pressure 
of each well, the average of such pressures, and the corresponding total volume 
of natural gas in the storage reservoir, together with a statement by months of 
the total volumes of gas injected or withdrawn, the maximum day injection or 
withdrawal rate experienced, and the average working pressure on such days at 
a central measuring point at which the total volume is measured. The reports 
should further include additional statements or information that will indicate 
the pattern of use during the withdrawal cycle. Fach report should contain 
a map showing the shut-in pressures in all storage wells in the area immediately 
adjacent to the storage field. The reports should be filed until Applicant has 
completed two injection and withdrawal cycles when the stabilized shut-in stor- 
age pressure after the injection cycle has reached or has closely approximated 
a maximum storage pressure of 525 psig. 

(7) The maximum average storage pressure of 525 psig should not be exceeded 
without further authorization by the Commission. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 
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The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant, Arkansas Louisiana Gas Company, to install and 
operate the proposed facilities, as hereinbefore described, all as more fully de- 
scribed in the application, as supplemented, herein, upon the terms and condi- 
tions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) hereof and to the exercise of the rights granted thereunder. 

(C) Semiannual reports shall be submitted, coinciding with the termination of 
input and withdrawal cycles, showing the total volumes of natural gas injected 
and withdrawn from the Collinson Storage Field, the shut-in pressure of each 
well, the average of such pressures, and the corresponding total volume of nat- 
ural gas in the storage reservoir, together with a statement by months of the 
total volumes of gas injected or withdrawn, the maximum day injection or 
withdrawal rate experienced, and the average working pressure on such days 
at a central measuring point at which the total volume is measured. The reports 
shall include additional statements or information that will indicate the pattern 
of use during the withdrawal cycle. There shall be included with each report 
a map showing the shut-in pressures in all storage wells and similar pressures 
on all wells in the area immediately adjacent to the storage field. Reports 
shall be filed until Applicant has completed two injection and withdrawal cycles 
when the stabilized shut-in pressure after the injection cycle has reached or 
has closely approximated a maximum storage pressure of 525 psig. 

(D) The maximum average storage pressure of 525 psig shall not be exceeded 
without further authorization by the Commission. 

(E) The facilities hereby authorized shall be installed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within ninety days from the date on 
which this order issues. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 




















KINGWOOD OIL COMPANY, DOCKET NO. RI60—456 
ORDER DENYING SECOND MOTION TO VACATE AND TERMINATE PROCEEDING 


(Issued October 30, 1961) 





On November 1, 1960, Kingwood Oil Company (Kingwood) filed a second 
motion to vacate the Commission’s order issued June 30, 1960, and to terminate 
the rate suspension proceeding in the above-captioned docket. Said motion also 
requests that the Commission’s order issued September 21, 1960, denying motion 
to vacate suspension order and to terminate the proceeding herein, be vacated, 
and that it be permitted to collect its increased rate in the amount and manner 
as set forth in Kingwood’s rate filing dated May 3, 1960, and tendered for 
filing with the Commission on June 2, 1960. 

This proceeding relates to Kingwood’s filing of June 2, 1960, consisting of an 
amendatory agreement dated April 12, 1960, to its contract with Northern 
Natural Gas Company (Northern) covering the sale of natural gas from the 
N. W. Dower Field, Beaver County, Oklahoma, which provides for waiver by 
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Kingwood of its right to extract liquefiable hydrocarbons from gas sold to 
Northern and for the payment by the latter to Kingwood of one cent (1¢) for 
such liquefiable hydrocarbons in each one thousand (1,000) cubic feet of gas 
delivered. Such filing was designated as Supplement No. 1 to Kingwood’s FPC 
Gas Rate Schedule No. 4 and suspended by the Commission’s aforementioned 
order issued June 30, 1960, until December 3, 1960. Pursuant to an appropriate 
motion filed by Kingwood on April 20, 1961, the suspended rate was permitted 
to become effective as of April 20, 1961, subject to refund, by the Commission’s 
Notice issued herein on May 17, 1961. 

On August 2, 1960, Kingwood filed a motion to vacate and terminate the 
rate suspension proceeding in this docket and the Commission, by its order 
issued on September 21, 1960, denied said motion. 

In support of its aforementioned second motion to vacate and terminate this 
proceeding, Kingwood states that in addition to incorporating therein by 
reference all arguments contained in prior pleadings filed in this proceeding, 
it directs the Commission’s attention to its Statement of General Policy No. 61-1 
issued September 28, 1960, 24 FPC 818, wherein the initial service rate set forth 
in Appendix A to said Statement of General Policy is 17¢ per Mcf for gas sold in 
the Panhandle Area of Oklahoma. 

Since Kingswood’s proposed increased rate (from 15.5¢ per Mcf to 16.5¢ per 
Mcf) is in excess of the area price level of 11.0¢ per Mcf at 14.65 psia for 
jurisdictional natural gas sales by independent producers from the Panhandle 
Area of Oklahoma as announced in the Commission’s Statement of General 
Policy No. 61-1, as amended (11.0¢ per Mcf for increased rates—17.0¢ per Mcf 
for initial service rates) and in conformity therewith, Kingwood’s second 
motion to vacate and terminate the rate suspension proceeding in Docket No. 
RI60—456 should be denied. 

Northern Natural Gas Company was permitted to intervene in this proceeding 
by the Commission’s order issued September 12, 1960. 


The Commission finds: 


For the reasons heretofore stated, it is in the public interest and necessary 
in the proper enforcement of the Natural Gas Act, that Kingwood’s second 
motion to vacate and terminate this proceeding be denied. 


The Commission orders: 


Kingwood’s second motion filed on November 1, 1960, to vacate and terminate 
the rate suspension proceeding in Docket No. RI60—456, is hereby denied. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


NORTHERN STATES POWER COMPANY, DOCKET NO. E-7012 
ORDER AUTHORIZING SALE OF FACILITIES 
(Issued October 30, 1961) 
Northern States Power Company (Applicant), incorporated under the laws of 
the State of Minnesota and furnishing electric service in certain portions of the 
States of Minnesota, North Dakota and South Dakota, with its principal business 


office at Minneapolis, Minnesota filed an application on September 5, 1961 for 
authority, pursuant to Section 208 of the Federal Power Act, to sell certain elec- 
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tric facilities to the City of Anoka, Minnesota (City). These facilities consist 
principally of a steel feeder bay at Applicant’s Champlin substation, together with 
oil circuit breakers, disconnect switches and lightning arresters, two 12.5 kv over- 
head and underground lines and submarine cables, and a portion of a 12.5 kv line 
extending from the city-owned substation within the City to the southeast city 
limits. 

The facilities which are to be transferred to the City include facilities which 
exist at the present time and a new submarine cable which will be built by 
Applicant at an estimated cost of $29,900. The existing facilities are recorded 
on Applicant’s books as of June 30, 1961, as Distribution Plant having an original 
cost of $145,015, less accumulated provision for depreciation in the amount of 
$15,387, for an estimated cost less depreciation of $129,628. The present facili- 
ties and the facilities to be built will, therefore, have a total estimated cost less 
depreciation of $159,528. Applicant proposes to sell the afore-mentioned facilities 
to City for a consideration of $60,000, payable in non-interest bearing install- 
ments of $1,000 per month, commencing in May, 1962. The resulting loss adjusted 
for a decrease in income taxes as a result of the loss, will be charged to Appli- 
cant’s Unappropriated Earned Surplus. 

Applicant states that the consideration for the electric facilities to be sold 
to City as well as the terms of the form of Agreement of Sale were determined by 
arm’s-length negotiations between Applicant and City. According to the appli- 
cation, the purpose of the sale is to change the point of delivery of energy by 
Applicant to City from the City’s substation within the City to Applicant’s 
Champlin substation outside the City, in accordance with Applicant’s general 
practice for wholesale sales to municipalities. Applicant will continue to supply 
electricity to City, the only change in the contract between Applicant and City 
being the change in the point of delivery of the energy. The transaction will 
benefit both Applicant and City in that it will remove Applicant’s facilities from 
within the City, thereby effecting a tax saving, and, at the same time, it will 
give City working control of all electric lines within its boundaries, including the 
primary feeders over which it receives its electric energy requirements. 

Written notice of the application has been given to the Minnesota Railroad 
and Warehouse Commission, the North Dakota Public Service Commission, and 
the South Dakota Public Utilities Commission, and to the Governor of each of 
those States. Notice of the application has also been given by publication in the 
Federal Register on September 21, 1961 (26 F.R. 7616), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should on or before October 4, 1961, file with the Federal Power Commission, 
Washington 25, D.C., petitions or protests. No petition or protest or request to 
be heard in opposition to the granting of the application has been received. 


The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued July 26, 
1961, Northern States Power Company, Docket No. E-7001 (26 FPC 197). 

(2) By the proposed sale of facilities, as described above, Applicant will dis- 
pose of a part of its facilities subject to the jurisdiction of the Commission of a 
value in excess of $50,000, within the meaning of and subject to the requirements 
of Section 203 of the Act. 

(3) The proposed sale of facilities, as described above, upon the terms and 
conditions set forth in the application and subject to the provisions of this order, 
will be consistent with the public interest as expressed in Section 203 of the 
Act for the reasons set forth above. 
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(4) The period of public notice given in this matter is reasonable. 
The Commission orders: 


(A) The proposed sale of certain facilities by Applicant, as described above, 
is hereby authorized and approved upon the terms and conditions and for the 
purposes set forth in the application, subject to the provisions of this order. 

(B) Applicant shall record the proposed transaction as provided in the Com- 
mission’s Uniform System of Accounts Prescribed for Public Utilities and 
Licensees. 

(C) This authorization shall expire unless the transaction herein authorized 
and approved is consummated within 90 days from the date of issuance of this 
order. 

(D) This authorization is without prejudice to the authority of this Com- 
mission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates of determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission or any other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property claimed 
or asserted. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


UNITED GAS PIPE LINE COMPANY, DOCKET NOS. CP62-12, CP62-13 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued October 30, 1961) 


On July 19, 1961, United Gas Pipe Line Company (Applicant) filed two separate 
“budget-type” applications in Docket Nos. CP62-12 and CP62-13, pursuant to 
Section 7(c) of the Natural Gas Act, for certificates of public convenience and 
necessity authorizing the construction and operation of minor pipeline facilities 
as described below. 


Docket No. CP62-12 


Applicant requests authorization to construct and operate unspecified facilities 
of a minor routine nature to enable it to serve new direct industrial customers 
from time to time during the calendar year 1962. The proposed facilities would 
have a total cost not to exceed $750,000 with the cost of any single connection 
limited to a maximum of $200,000. 

Total annual deliveries to direct industrial customers to be attached are not to 
exceed a maximum of 10,000,000 Mcf, and, further, Applicant states that none of 
the facilities for which authorization is here requested will be used to deliver gas 
to any electric power company for use as boiler fuel in the generation of elec- 
tricity. 

Docket No. CP62-13 


Applicant requests authorization to construct and operate during the calendar 
year 1962 certain taps, meters and appurtenant facilities to render temporary 
direct natural gas service to not more than 25 direct industrial customers along 
the route of Applicant’s pipeline system in the States of Alabama, Florida, Louisi- 
ana, Mississippi and Texas. The natural gas will be used by the customers in 
connection with federal, state, and local road construction projects. 
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Applicant’s past experience shows that the average temporary customer uses 
approximately 14,000 Mcf of gas and that the net cost of installing and removing 
the required facilities is approximately $500 for each road construction project. 

The proposals in these proceedings will not result in any increase in Applicant’s 
system delivery capacity, nor will they have any appreciable effect on Applicant’s 
ability to maintain adequate service to its existing customers. 

There is no question as to gas supply. 

All of the facilities proposed in the subject dockets will be financed by Applicant 
from current working funds. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
October 19, 1961, respecting the matters involved in and the issues presented by 
the applications herein. No petition to intervene or protest to the granting of 
the applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, United Gas Pipe Line Company, a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of November 10, 1942, in Docket No. G—232 (3 FPC 863). 

(2) The facilities hereinbefore described, as more fully described in the applica- 
tions in these proceedings, are proposed to be used in the transportation and de- 
livery of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof by Applicant are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) The construction and operation of the facilities during the calendar year 
1962 as proposed by Applicant are required by the public convenience and neces- 
sity and a certificate therefor should be issued as hereinafter ordered and con- 
ditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act and the Commission’s regulations thereunder that Applicant 
should submit a report, under oath, on or before March 1, 1963, giving all pertinent 
details of the construction of facilities hereinafter authorized, including names 
and locations of customers, facilities installed for each customer, cost of each 
project, estimated total or annual deliveries to each customer, term and date of 
each contract and expected gross revenues from each customer. 

(6) The authorization hereinafter granted should be limited to construction 
during the calendar year 1962. 

(7) Total expenditures for facilities constructed pursuant to the authorization 
hereinafter granted in Docket No. CP62-12 should be limited to a maximum 
of $750,000, with no single project to exceed a cost of $200,000; further, the 
authorization in Docket No. CP62-12 should limit the total deliveries of natural 
gas to direct industrial customers to be attached under the subject proposal to 
a maximum of 10,000,000 Mcf per year, none of which shall be for use as boiler 
fuel in the generation of electricity. Total expenditures permitted under Docket 
No. CP62-13 should be limited to a total of $12,500 for 25 installations. 

(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commis- 
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sion’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant, United Gas Pipe Line Company, to construct and 
operate the proposed facilities and to transport and deliver natural gas during 
the calendar year 1962, as hereinbefore described, as more fully described in the 
applications in these proceedings, upon the terms and conditions of this order. 

(B) The authorization granted in paragraph (A) above is hereby limited to 
construction during the calendar year 1962. 

(C) Applicant shall submit a report, under oath, on or before March 1, 1963, 
giving all pertinent details of the construction of facilities authorized in para- 
graph (A) above, including names and locations of customers, facilities installed 
for each customer, cost of each project, estimated total or annual deliveries to 
each customer, term and date of each contract and expected gross revenues from 
each customer. 

(D) Total expenditures for the construction of facilities authorized in Docket 
No. CP62-12 are hereby limited to a maximum of $750,000, with no single project 
to exceed a cost of $200,000; further, the total deliveries of natural gas to direct 
industrial customers to be attached under the authorization in Docket No. 
CP62-12 are hereby limited to a maximum of 10,000,000 Mcf per year, none of 
which shall be for use as boiler fuel in the generation of electricity. Total 
expenditures permitted under Docket No. CP62-13 are limited to a maximum of 
$12,500 for 25 customers. 

(E) The general terms and conditions set forth in paragraphs (a) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the certificate issued in paragraph (A) above and to the exercise of 
the rights granted thereunder. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. CP62-33 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT AND REMOVAL OF 
FACILITIES 


(Issued October 30, 1961) 


On August 14, 1961, United Gas Pipe Line Company (Applicant) filed in 
Docket No. CP62-33 an application pursuant to Section 7(b) of the Natural 
Gas Act for permission and approval to abandon and remove certain natural 
gas facilities heretofore used to deliver natural gas to Southwestern Petroleum 
Company, Inc. (Southwestern), all as more fully set forth in the application. 

The facilities proposed for abandonment and removal consist of 0.003 miles of 
2-inch pipeline, a positive meter station, and appurtenant facilities, all located 
in Tarrant County, Texas. 

An agreement dated July 27, 1961, between Applicant and Southwestern 

693-488—64——14 
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terminated as of June 1, 1961, the contract of December 10, 1952, under which 
the subject facilities were used for the interstate transportation of natural gas. 
Applicant proposes to remove the subject facilities, which are no longer required, 
in order that they may be used at other locations on its system when required 
or may be otherwise advantageously disposed of. 

The original cost of the facilities was $954.83. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
October 17, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a final decision pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 





(1) Applicant, United Gas Pipe Line Company, a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of November 10, 1942, in Docket No. G—232 (3 F.P.C. 
863). 

(2) The facilities to be abandoned, as hereinbefore described and as more 
fully described in the application herein, are subject to the jurisdiction of the 
Commission and abandonment of such facilities by Applicant is subject to the 
requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) Such abandonment by Applicant, as hereinbefore described, is permitted 
by the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered and conditioned. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 





(A) Permission for and approval of the abandonment by Applicant, United 
Gas Pipe Line Company, of the facilities hereinbefore described, all as more 
fully described in the application in this proceeding, be and the same is hereby 
granted. 

(B) Applicant shall advise the Commission of the date of abandonment of 
the subject facilities within ten days of the date thereof. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. CP61-331 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued October 30, 1961) 


On June 19, 1961, United Gas Pipe Line Company (Applicant) filed an appli- 
cation in Docket No. CP61-331, as supplemented on August 1, 1961, pursuant to 
Section 7(c) of the Natural Gas Act, for a certificate of public convenience and 
necessity authorizing the construction and operation of 10.2 miles of 30-inch 
pipeline looping its present 24-inch line in Terrebonne and Assumption Parishes, 
Louisiana. 
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The proposed line will commence at the intersection of the 20-inch Turtle 
Bayou lateral line with the present 24-inch line from the Lirette area, Terre- 
bonne Parish, and extend to the junction of the latter line with the 26-inch 
tie-over in Assumption Parish. 

The purpose of the proposed facilities is to permit Applicant to make available 
to Applicant’s existing customers the major increase in reserves and deliver- 
abilities which have been developed in the fields presently connected to Appli- 
cant’s Turtle Bayou Lateral and its extensions. It appears that the reserves 
from eight fields in the Turtle Bayou area have increased in three years from 
approximately 692,777,000 Mcf to an estimated 1,954,828,000 Mcf and deliver- 
ability from approximately 100,000 Mcf per day to an estimated 352,000 Mcf 
per day. 

The estimated cost of the proposed facilities in $1,959,917, which cost will be 
financed from cash on hand. 

Applicant was granted temporary authority to construct and operate the pro- 
posed facilities by letter, dated August 29, 1961. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
October 16, 1961, respecting the matters involved in and the issues presented by 
the application, as supplemented, herein. No petition to intervene or protest 
to the granting of the application has been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c) (1) of the Com- 
mission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, United Gas Pipe Line Company, a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, is a “natural-gas 


company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of November 10, 1942, in Docket No. G—232 (3 FPC 
863). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation, as supplemented, in this proceeding are to be used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission and the construction and operation thereof by Applicant are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (ec) (4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Applicant and to the exer- 
cise of the rights granted thereunder, and that the construction of the facilities 
authorized by this order shall be completed and said facilities placed in actual 
operation within 3 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant, United Gas Pipeline Company, to construct and 
operate the proposed facilities, as hereinbefore described, all as more fully 
described in the application, as supplemented, herein, upon the terms and 
conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within 3 months from the date on which 
this order issues. 





Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 









IDAHO POWER COMPANY, DOCKET NO. E-7013 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 
(Issued October 31, 1961) 


By order issued October 24, 1961, supra, p. 633, in the above-entitled matter, the 
Commission authorized Idaho Power Company (Applicant), among other things, 
to issue and sell 200,000 shares of Common Stock, par value $5 per share,* 
subject, among others, to the provisions set forth in paragraph (C) of that 
order, as follows: 

(C) The proposed issuance and sale of Common Stock shall not be con- 
summated until: 

(i) Applicant shall have amended its application by filing with the Com- 
mission a verified copy of the underwriting agreement, as executed, be- 
tween Applicant and the afore-mentioned underwriters for the purchase 
or underwriting of the proposed issuance of Common Stock. 

(ii) The Commission, by further order, shall have approved the price 
to be received by Applicant for the proposed Common Stock. 

Applicant, on October 30, 1961, filed an amendment, pursuant to the require- 
ments of the afore-mentioned Commission order, in which it stated that the 
price to Applicant for the Common Stock will be $36.56 per share, and the initial 
public offering price will be $37.25 per share. 






























The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of para- 
graph (C) of the Commission’s order issued October 24, 1961 in the above- 
entitled docket, and the price to be received by Applicant for the Common Stock 
is reasonable. 

(2) The proposed issuance and sale of Common Stock, as hereinafter au- 
thorized, will be for a lawful object, within the corporate purposes of Applicant 
and compatible with the public interest, which is appropriate for and con- 
sistent with the proper performance of service by Applicant as a public utility 


*That order also authorized Applicant to issue and sell at competitive bidding $10,000,- 
000, principal amount of First Mortgage Bonds. Applicant contemplates consummation 
of such issuance and sale at a later date, subject to the further authorization of this 
Commission. 
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and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the Common Stock, as referred 
to above, is approved as reasonable. 

(B) The proposed issuance and sale of Common Stock referred to above, upon 
the terms and conditions, and for the purposes specified in the application, as 
supplemented by the amendment referred to above, are authorized, subject only 
to the provisions of paragraph (A), insofar as they relate to the issuance and 
sale of Common Stock, and of paragraphs (D), (E) and (F) of the Commission's 
order issued October 24, 1961 in the above docket. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


FOURTH AMENDMENT TO STATEMENT OF GENERAL POLICY NO. 
61-1 


(Issued October 31, 1961) * 


As observed in the Commission’s Statement of General Policy No. 61-1, 24 
FPC 818, the price levels announced therein were to be “adjusted from time to 
time as such facts as may come before us compel such adjustments.” On 
October 25, 1960, 24 FPC 902, the Commission issued its first amendment to that 
Statement of Policy announcing a price level (not including state taxes) of 
21.5¢ per Mef (at 15.025 psia) for initial sales from Southern Louisiana. This 
ceiling price represented the Commission’s judgment based upon the facts then 
before it. Since that date, four Courts of Appeals have passed upon the proper 
level for initial rates in Southern Louisiana in light of the Supreme Court’s 
decision in the case of Atlantic Refining Co. v. Public Service Commission of 
New York, 360 U.S. 378 (Catco); they have unanimously viewed this price 
level for initial sales in the area as being “out-of-line.” * 

On May 10, 1961 the Commission instituted an area proceeding for the South- 
ern Louisiana area (AR61-2) contemplating that it would make an interim 
decision in that proceeding at an early date in order to redetermine the ap- 
propriate initial rate for Southern Louisiana. Our review of the examiner's 
report of the prehearing conference in that proceeding indicates, however, that 
this is not feasible. Accordingly, we propose to eliminate the contemplated 
first phase of AR61-2 and to establish a new maximum price level for initial 
sales in Southern Louisiana. 

It is apparent that it would be contrary to the public interest for us to main- 
tain a price level in Southern Louisiana which the courts have ruled out-of-line. 
Indeed, apart from the fact that we are necessarily guided by decisions of the 


*Published in Federal Register, November 3, 1961, (26 F.R. 10342). 

1 United Gas Improvement Co. v. F.P.C., 283 F. 2d 817 (CA9), certiorari denied sub nom. 
California Co. v. United Gas Improvement Co., 365 U.S. 881, and Superior Oil Co. v. 
United Gas Improvement Co., 365 U.S. 879; Public Service Commission v. F.P.C., 287 F. 
2d 146 (CADC), certiorari denied sub nom. Hope Natural Gas Co., v. Public Service 
Commission, 365 U.S. 880, and Shell Oil Co. v. Public Service Commission, 365 U.S. 882; 
United Gas Improvement Co. v. F.P.C., 287 F. 24 159 (CA10) ; United Gas Improvement 
Co. v. F.P.C., 290 F. 24 133 (CA5), certiorari denied sub nom. Sun Oil Co. v. United Gas 
Improvement Co., 368 U.S. 823 (October 9, 1961) ; United Gas Improvement Co. v. F.P.C., 
290 F. 2d 147 (CA5), certiorari denied sub nom. Superior Oil Co. v. United Gas Improve- 
ment Co., 366 U.S. 965. 
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courts, it is the present opinion of the Commission that the order of October 25, 
1960, fixed the price at a level which afforded inadequate assurance of protec- 
tion to customer and consumer interests. We have carefully reexamined the 
matter, reviewing the factors set forth in our original statement of policy’ 
in light of the decisions previously mentioned and in light of present conditions 
in the area. We have taken into account judicial rulings that certain sales in 
the area do not provide reliable indicia and have considered, inter alia, informa- 
tion that was not previously available to the Commission, including evidence 
in pending cases covering producers’ revenue requirements and cost trends in 
the area. 

Our guiding purpose has been to arrive at a revised price which will enable 
the Commission to hold the line on new sales in the area at a level consistent 
with the public interest and, at the same time, to enable producers to obtain 
authorizations which provide them a reasonable basis for proceeding with their 
operations and furnishing needed supplies of gas. We conclude that, effective 
this date, the ceiling price level for initial sales in Southern Louisiana, inclusive 
of state taxes, shall be 21.25¢ per Mcf (at 15.025 psia). 

There remains for consideration the appropriate price level for initial sales 
of gas produced off the coast of Louisiana in those areas determined to be 
within the Federal domain. We conclude that, effective this date, the level for 
initial off-shore sales not subject to the taxing jurisdiction of the State of 
Louisiana shall be 19.5¢ per Mcf (at 15.025 psia). The differential (1.75¢) 
between this price and the price set for sales which fall within the State's 
taxing jurisdiction is less than the amount of the State’s taxes (2.3¢ per Mcf). 
This differential provides producers with an additional incentive to explore 
for and extract natural gas of great value to the Nation’s economy in areas 
beyond the limits of the State’s jurisdiction. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


TEXACO INC., ET AL.* DOCKET NO. G-15546, ET AL.* 
ORDER DENYING MOTIONS FOR RECONSIDERATION 


(Issued October 31, 1961) 


On September 25, 28 and 29, 1961, and October 2, 5 and 6, 1961, respondents in 
the above-entitled proceedings filed motions for reconsideration’ of the Com- 
mission’s order issued August 30, 1961, in Texaco Inc., et al., Docket No. 


2These were summarized as follows: “cost information from all decided and pending 
cases, existing and historical price structures, volumes of production, trends in produc- 
tion, price trends in the various areas over a number of years, trends in exploration and 
development, trends in demands, and the available markets for the gas.” 

*Additional respondents and docket numbers omitted in printing. 

2 The documents filed by respondents were styled applications for rehearing. However, 
the documents filed by Mound Company, et al., Grey-Wolf Drilling Company and Humble Oil 
& Refining Company were not filed within 30 days of the said order of August 30, 1961, 
as required by Section 19(a) of the Natural Gas Act and Section 1.34 of the Rules. 
Furthermore, although applications for rehearing of an interlocutory order, such 
as the said documents, may not be properly filed (Section 1.30(e) of the Rules), such 


documents were accepted for filing as motions for reconsideration pursuant to Section 
1.12 of the Rules. 
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G—-15546, et al., 26 FPC 445. The order of August 30, 1961, reopened all of the 
rate proceedings involving the additional Louisiana gas gathering tax, including 
the above-designated proceedings, for the purpose of permitting certain parties 
to intervene and to permit the Commission to reconsider its prior action with 
respect to such proceedings. 

The motions for reconsideration are in substance similar. Petitioners urge 
the Commission to revoke and vacate its order of August 30, 1961, insofar as 
applicable to the above-entitled proceedings, claiming that the Commission’s 
February 21, 1961 order, or May 29, 1961 order, or both, in Texaco Inc., et al., 
Docket No. G—15546, et al., 25 FFC 751 and 1058, respectively, are final orders 
and, therefore, the above-designated proceedings may not be reopened. 

In support thereof, among other things, petitioners contend (1) that under 
Section 19 of the Natural Gas Act if an aggrieved party does not apply for re- 
hearing and petition for court review of the Commission’s order, then the order 
becomes final as to all parties including the Commission; (2) that under Section 
1.33 of the Commission’s Rules of Practice and Procedure, the Commission is 
prohibited from reopening a proceeding on its own motion after a final order 
has been issued; and (3) that certain court decisions* support their position 
that a proceeding may not be reopened after an order becomes final. 

No notice or order has ever fixed a time for hearing or for filing petitions to 
intervene in any of the over 400 proceedings involved in the Commission’s order 
issued August 30, 1961. Thus, adequate notice was never given in the first 
instance to interested parties prior to the issuance of the Commission’s Febru- 
ary 21, 1961 order, and this error has been perpetuated in subsequent action 
by the Commission in these proceedings. It may be that the lack of notice to 
interested parties with respect to the February 21, 1961 order was not crucial 
inasmuch as the Commission required Respondents in those proceedings to 
refund all tax reimbursement amounts collected subject to refund. However, 
the lack of notice prior to the issuance of the May 29, 1961 order presents a 
serious problem, for by that order the Commission limited Respondents’ obli- 
gation to refund—an action which may have adversely affected the rights of 
interested parties. 

Under Section 4(e) of the Natural Gas Act, the Commission has the duty to 
give interested parties notice and an opportunity to be heard prior to making 
final disposition on the merits. In addition, Section 1.8(d) of the Commission's 
Rules of Practice and Procedure, as in effect prior to January 1, 1960, and as 
amended to this date, provides that petitions to intervene may be filed up to 
the “date fixed * * * in any order or notice with respect to the proceedings 
issued by the Commission or its Secretary.” No terminal date for interven- 
tion has been fixed to date. 

It was in the light of the lack of notice to interested parties that all of the 
rate proceedings involved in the Commission’s orders of February 21, 1961, and 
May 29, 1961, were reopened by the August 30, 1961 order. Moreover, in view 
of the fact that none of the Commission’s orders involved herein were published 
in the Federal Register, it may be that some interested parties still lack notice 
of the Commission’s actions herein. To the end that all interested parties shall 
receive adequate notice, we shall have published in the Federal Register a 
notice stating that any interested party may file a petition to intervene in any 
of the proceedings reopened by the said order of August 30, 1961. 


2 Petitioners cite, inter alia, U.S. v. Seatrain Lines, Inc., 329 U.S. 424; U.S. v. Smith, 
831 U.S. 469; American Trucking Assoc. vy. Frisco. Transportation Company, 358 U.S. 
133; Chapman vy. El Paso Natural Gas Company, 204 F. 2d 46 (C.A.D.C.). 
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The Commission finds: 


Petitioners’ aforementioned motions for reconsideration of the Commission’s 
order of August 30, 1961, should be denied. 


The Commission orders: 


Petitioners’ aforementioned motions for reconsideration of the Commission’s 
order of August 30, 1961, are hereby denied. 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


CITIES SERVICE GAS COMPANY, DOCKET NO. RP62-1 
ORDER DENYING APPEAL FROM RULING OF PRESIDING EXAMINER 


(Issued November 1, 1961) 


This matter is before us on staff counsel’s appeal from the examiner’s ruling 
at the hearing on September 13, 1961, that he would not at that time grant the 
use of the interim order procedure and would postpone further hearing until 
December 11, 1961, when the case would proceed with the cross examination 
of Cities Service witnesses to the extent possible. The proceedings arose by 
the filing on June 21, 1961, of increased rates by Cities Service Gas Company 
for sales subject to our jurisdiction including sales for resale for industrial 
use only. By order of July 21, 1961, we suspended Cities Services’ increased 
rates until December 23, 1961, under the provisions of Section 4(e) of the Nat- 
ural Gas Act, except those relating to resales for industrial use, which may not 
be suspended under the provisions of the Act. The order set a hearing on 
September 13, 1961, with respect to the suspended rates and the unsuspended 
industrial resale rates, and a hearing was held on that date. 

At the hearing, Cities Service presented evidence on its cost of service. The 
staff then moved for adoption of the interim order procedure pertaining to the 
determination of rate of return and associated taxes. It requested that the 
hearing be reconvened on October 2, 1961, so that it and the intervenors could 
cross-examine the company’s witnesses on rate of return and associated taxes 
and be reconvened on October 30, 1961, so that the staff could present its direct 
case on these issues. Staff counsel indicated that the staff field examination of 
Cities Service’s operations with respect to other issues would not be completed 
for some months. After considerable discussion on the record, the examiner 
ruled that the hearing be reconvened on December 11, 1961, and that at that 
time cross-examination of Cities Service’s witnesses to the extent possible would 
take place after a prehearing conference. 

In their appeal the staff contended that the examiner’s ruling in effect denied 
staff counsel’s motion for an expeditious determination of the rate of return 
issue through utilization of the interim order procedure. It pointed out that 
its investigation would not be completed, at the earliest, before the end of De- 
cember, 1961. Before that time, the staff said, it could not go forward with 
cross-examination of the company’s witnesses, so that recessing until Decem- 
ber 11, 1961, would cause delay and deny the staff the opportunity to develop 
fully the rate of return issue prior to cross-examination on the remaining issues. 
The staff pointed out that of the $8,684,900 proposed jurisdictional increase in 
Cities Service’s rates, approximately $2,118,000 related to industrial resales, no 
part of which is refundable, and $1,134,000 of the proposed jurisdictional in- 
crease was applicable to increases in rate of return and associated federal in- 
come taxes. The staff requested that the proceedings be reconvened on Octo- 
ber 30, 1961, for the purpose of cross-examination of the company’s rate of 
return witness and presentation of the direct cases of all other parties on rate 
of return and associated federal income taxes, and that the examiner be re- 
quired to proceed as expeditiously as possible to a full trial of these issues. 

Responses to the staff’s appeal were filed by the Midwest Industrial and 
Commercial Gas Users Association, The Gas Service Company, Union Gas Sys- 
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tem, Inc., and Cities Service. All of the respondents opposed the staff's appeal 
and the use of the interim order procedure, contending in general that the use of 
this procedure would delay final determination of the proceedings since the 
interim order procedure would be subject to probable court review and since the 
greater part of the increase did not concern rate of return. 

We have approved the use of the interim order procedure in prior cases. 
Panhandle Eastern Pipe Line Co., 23 FPC 646; Southern Natural Gas Co., 
24 FPC 26. Under this procedure, the examiner first hears evidence on the rate 
of return, associated taxes, and any other issues not requiring an elaborate field 
investigation. An examiner's decision is reached, or the intermediate decision 
procedure is waived and we issue an order determining the proper rate of return 
and any other issues heard with rate of return, and, if required, we order a 
decrease in the company’s proposed rates and immediate refunds representing 
the decrease. Meanwhile, upon completion of the staff’s investigation, the 
remaining issues in the proceeding are heard; the examiner issues his decision, 
and we issue our final order and order further refunds, if necessary. 

As indicated in our Panhandle case supra, the objective of the interim order 
procedure is to dispose of certain issues as soon as possible after a proposed 
increased rate is filed, to lessen the amount of a proposed increased rate placed 
in effect subject to refund, and to effect prompt refunds of part of the increased 
rates found not justified. Because of these and other advantages, we are of the 
opinion that the interim order procedure is a useful device, and that it can be 
helpful in rapidly disposing of major issues, such as rate of return. 

As noted above, it was argued that the probability of court review in these 
proceedings would defeat the purpose of the interim order procedure, i.e., 
enabling us to order a refund of at least part of the increased rates (if that were 
required by the record) before the completion of the entire proceeding. It is 
true that in case of such court review, our order might be stayed. This, how- 
ever, is uncertain. Moreover, amounts collected by Cities Service after a court- 
ordered stay would presumably be subject to refund, and this refund would apply 
to Cities’ sales for resale for industrial use as well as to Cities Service’s other 
jurisdictional sales. On the other hand, if the interim order procedure were not 
adopted, amounts collected with respect to the sales for resale for industrial 
use would not be subject to refund and no relief would be granted until the 
final order of the Commission with respect to Cities Service’s rates. 

We recognize that Tennessee Gas Transmission Oo. v. F.P.C. 293 F. 2d 761 
(CA 5), No. 18547, issued August 2, 1961, disapproved at least under the cir- 
cumstances of that proceeding, ordering refunds on the basis of the rate of 
return determined by the use of the interim order procedure. Whatever the 
general effect of that decision, we believe that it was incorrectly decided. In 
any event, we are not bound by the decision of one circuit, and the examiner 
should not consider himself bound. Therefore, the examiner should determine 
the question whether to employ the use of the interim order procedure on its 
merits. 

While we find that the interim order procedure is useful in a proper case, we 
are of the opinion that whether the use of the procedure will expedite this pro- 
ceeding and be just to the parties is a question in the first instance for the 
examiner. The time for reconvening the hearing is also a matter within his 
initial discretion. Therefore, we will not grant the appeal filed by the staff in 
these proceedings, but note that this denial is without prejudice and that the 
staff is free to renew its motion to the examiner for adoption of the interim 
order procedure in the light of this order if it appears that time will be saved and 
substantial justice will be done. 
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The Commission further finds: 


It is appropriate in the administration of the Natural Gas Act that the staff’s 
appeal from the examiner’s ruling on reconvening the hearing in the above- 
entitled proceeding be denied without prejudice to renewal of a motion for the 
adoption of the interim order procedure and the designation of a different date 
for reconvening the hearing. 


The Commission orders: 


The staff’s appeal from the ruling of the presiding examiner filed September 
21, 1961, is hereby denied without prejudice to renewal of a motion for adoption 
of the interim order procedure and the designation of a different date for recon- 
vening the hearing. 

Commissioners Kuykendall, dissenting, filed a separate statement. 


KUYKENDALL, Commissioner, dissenting in part: 


I concur in the result, but do not agree with all that is said. I have always 
had some reservations about the worth of the interim order procedure, but was 
willing to give it a thorough trial. Our experience has convinced me that its 
faults outweigh its virtues. 

I now am confident that our rate cases can be handled more expeditiously if 
we concentrate on complete conclusion of them, rather than taking piece meal 
action, Furthermore, it is obvious that we are compounding the already exces- 
sive amount of litigation which ensues from our decisions. 

Finally, I do not believe the parties to this case should be forced into litigation 
over the use of this procedure when they have such a sound basis for believing 
that the procedure may not be sustained. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
L. J. O’Connor, Jr. and Charles R. Ross. 


IDAHO POWER COMPANY, DOCKET NO. E-7013 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 


(Issued November 1, 1961) 

By order issued October 24, 1961, 26 FPC 633, in the above-entitled matter the 
Commission authorized Idaho Power Company (Applicant), among other things, 
to issue and sell at competitive bidding $10,000,000, principal amount of First 
Mortgage Bonds, Series due 1991,* subject, among others, to the provisions set 
forth in Paragraph (B) of that order, as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of Section 34.2(k) (3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding require 
ments, and Section 34.2(k) (4) of those Regulations relating to affiliation, 
and shall have either filed such amendments or shall have mailed them and 


*That order also authorized Applicant to issue and sell 200,000 shares of Common Stock, 
par value $5 per share, to be exempt from the Commission’s competitive bidding require- 
ments. By supplemental order issued October 31, 1961 the Commission approved the 
price to be received by Applicant for that issuance of Common Stock. 











668 FEDERAL POWER COMMISSION 


advised the Commission by telephone and telegraph, as contemplated in 
Section 34.9 of the Regulations. 
(ii) The Commission shall have approved the interest rate thereof and 
the price to be received by Applicant for such Bonds, by a further order. 
Applicant, on November 1, 1961, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, setting forth, among other 
things, that it proposes to accept, as providing the lowest annual cost of money 
to it, the joint bid of Blyth & Co., Inc., Lazard Freres & Co., and The First 
Boston Corporation to purchase the proposed issuance of $10,000,000, principal 
amount of Bonds, for the price of $99.559 percent of principal amount with an 
interest rate of 4% percent per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the Commission’s order issued October 24, 1961 in the above-entitled 
matter; and under the bid it proposes to accept for the Bonds, the price to be 
received by Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance of service by Applicant as a public utility and which will not im- 
pair its ability to perform that service, and is reasonably for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions, and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above, are authorized, subject only 
to the provisions of paragraph (A) insofar as they relate to the issuance and 
sale of Bonds, and of paragraphs (D), (E) and (F) of the Commission’s order 
issued October 24, 1961 in the above docket. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


THB MONTANA POWER COMPANY, A NEW JERSEY CORPORATION AND 
THE MONTANA POWER COMPANY, A MONTANA CORPORATION, 
DOCKET NO. E-7000 


ORDER AUTHORIZING DISPOSITION OF FACILITIES 


(Issued November 1, 1961) 


The Montana Power Company, a New Jersey corporation (Montana Power— 
New Jersey) and The Montana Power Company, a Montana corporation (Mon- 
tana Power—Montana) filed a joint application on June 13, 1961, for authoriza- 
tion, pursuant to Section 203 of the Federal Power Act, to merge into a single 
corporation with Montana Power—Montana the survivor. 

Montana Power—New Jersey is qualified to do business as a foreign corpora- 
tion in the States of Montana, Idaho, and Wyoming. Montana Power—Montana 
is also authorized to do business in those States. The principal place of business 
of Montana Power—New Jersey and Montana Power—Montana, respectively, is 
at Butte, Montana. 
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According to the application, the Directors of Montana Power—New Jersey 
have voted to change the State of incorporation of Montana Power—New Jersey 
from the State of New Jersey to the State of Montana. To this end, Montana 
Power—Montana has been organized under the laws of the State of Montana, 
and it is proposed that Montana Power—New Jersey will be merged into 
Montana Power—Montana, the latter to be the surviving corporation, subject 
to obtaining all requisite approval of the regulatory authorities and of the share- 
holders of these corporations. On the effective date of the proposed merger, 
Montana Power—New Jersey will cease to exist as a corporate entity, and Mon- 
tana Power—Montana will succeed to all licenses, franchises, permits, corporate 
assets, and tangible and intangible property of Montana Power—New Jersey 
and will also assume all debts, liabilities, and obligations of Montana Power— 
New Jersey. In addition, each share of Common Stock of Montana Power— 
New Jersey outstanding on the effective date of the proposed merger will be 
eonverted into a share of Common Stock of Montana Power—Montana and each 
share of Preferred Stock of Montana Power—New Jersey outstanding on such 
effective date will be converted into a share of Preferred Stock of Montana 
Power—Montana, except that shareholders of Montana Power—New Jersey dis- 
senting to the proposed merger will be entitled to be paid for their shares in 
eash. No other consideration will be given in connection with the proposed 
merger, which will be carried out in accordance with the terms of a Joint 
Agreement of Merger, dated April 19, 1961, between Montana Power—New 
Jersey and Montana Power—Montana, which was filed as an exhibit to the 
application. 

Montana Power—New Jersey is engaged in the generation, purchase, trans- 
mission, distribution and sale of electric energy to some 152,000 customers 
throughout a large part of the State of Montana, a small portion of the State 
of Idaho, and in Yellowstone Park in the State of Wyoming. The electric fa- 
cilities of Montana Power—New Jersey form an integral part of the Northwest 
Power Pool consisting of the major public and private power systems in north- 
western United States and in British Columbia, Canada. Montana Power— 
New Jersey also operates an integrated natural gas transmission and distribu- 
tion system serving 60 cities and towns in the State of Montana, and supplies 
water in the cities of Missoula and Superior, Montana. On the effective date of 
the proposed merger Montana Power—Montana will succeed to the business of 
Montana Power—New Jersey and to the ownership and operation of the latter’s 
facilities. In a separate order issued concurrently herewith, The Montana Power 
Company, a New Jersey Corporation, et al., Project No. 5, et al., the transfer of 
the licenses for certain of these facilities from Montana Power—New Jersey to 
Montana Power—Montana is approved. 

The Applicant states that the change of its corporate domicile from the State 
of New Jersey to the State of Montana will result in improved relations between 
Applicant and its customers, between Applicant and State and local officials 
in the State of Montana and in the neighboring States where Applicant owns 
property and conducts operations, and with the public generally in the States in 
which it operates; and, will result in annual savings to Applicant through the 
reduction of corporate taxes and other expenses attendant to duplicate regulation. 

As mentioned hereinabove, all assets and liabilities of Montana Power—New 
Jersey will be acquired and assumed by Montana Power—Montana on the effec- 
tive date of the merger. Therefore, on the books of Montana Power—Montana, 
as of the effective date of the proposed merger, the same amounts for assets and 
liabilities will be recorded as are recorded on the books of Montana Power— 
New Jersey as of that date. 
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Written notice of the application has been given to the Montana Board of Rail- 
road Commissioners, the Idaho Public Utilities Commission, and the Wyoming 
Public Service Commission, and to the Governor of each of those States. Notice 
of the application has also been given by publication in the Federal Register 
on June 23, 1961 (26 F.R. 5645), stating that any person desiring to be heard 
or to make any protest with reference to said application should on or before 
July 7, 1961 file with the Federal Power Commission, Washington 25, D.C., peti- 
tions or protests. No petition or protest or request to be heard in opposition 
to the granting of the application has been received. 


The Commission finds: 


(1) Montana Power—New Jersey, a New Jersey corporation, owns and oper- 
ates facilities for the transmission and sale at wholesale of electric energy 
generated in Montana and consumed in Idaho, Washington, and Wyoming and 
of electric energy generated in Idaho and consumed in Montana, all of which 
facilities are in addition to, and do not include, facilities used for the generation 
of electric energy, facilities used in local distribution, or only for the transmission 
of electric energy in intrastate commerce, or facilities for the transmission of 
electric energy consumed wholly by the transmitter. Montana Power—New 
Jersey is, therefore, a public utility within the meaning of that term as used in 
Section 201 of the Federal Power Act. 

(2) Montana Power—Montana, a Montana corporation, will, on the effective 
date of the proposed merger, as described above, own and operate facilities for 
the transmission and sale at wholesale of electric energy generated in Montana 
and consumed in Idaho, Washington, and Wyoming and of electric energy gen- 
erated in Idaho and consumed in Montana, all of which facilities are in addition 
to, and do not include, facilities used for the generation of electric energy, 
facilities used in local distribution, or only for the transmission of electric 
energy in intrastate commerce, or facilities for the transmission of electric 
energy consumed wholly by the transmitter. Montana Power will be, therefore, 
a public utility within the meaning of that term as used in Section 201 of the 
Federal Power Act. 

(3) By the proposed transactions, as described above, Montana Power-—New 
Jersey will dispose of the whole of its facilities subject to the jurisdiction of 
the Commission, within the meaning and subject to the requirements of Section 
203 of the Federal Power Act. 

(4) The proposed disposition of facilities, as recited above, upon the terms 
and conditions set forth in the application and subject to the provisions of this 
order will be consistent with the public interest as expressed in Section 203 of 
the Federal Power Act for the reasons stated above. 


The Commission orders: 


(A) The proposed disposition by Montana Power—New Jersey of the 
whole of its facilities subject to the jurisdiction of the Commission, as described 
above, is authorized and approved upon the terms and conditions and for the 
purposes set forth in the application, subject to the provisions of this order. 

(B) Montana Power—New Jersey and Montana Power—Montana shall rec- 
ord the proposed transactions and the facilities and properties described above 
as provided in the Commission’s Uniform System of Accounts Prescribed for 
Public Utilities and Licensees. 

(C) This authorization shall expire unless the transaction herein authorized 
and approved are consummated within 60 days from the date of issuance of this 
order, 

(D) This authorization is without prejudice to the authority of this Com- 
mission or any other regulatory body with respect to rates, service, accounts, 
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valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission or any other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property claimed 
or asserted. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor Jr. and Charles R. Ross. 


THE MONTANA POWER COMPANY (NEW JERSEY) AND THE MONTANA 
POWER COMPANY (MONTANA), PROJECTS NOS. 5, 1148, 1224, 1225, 
1376, 1467, 1473, 1491, 1495, 1501, 1676, 1869 AND 2188 


ORDER APPROVING TRANSFER OF LICENSES 
(Issued November 1, 1961) 


Joint application was filed July 14, 1961, pursuant to Section 8 of the Federal) 
Power Act (Act), by The Montana Power Company, a New Jersey corporation 
(Montana-New Jersey), and The Montana Power Company, a Montana corpora- 
tion (Montana-Montana), whose principal places of business are at Butte, Mon- 
tana, for Commission approval of the transfer of the licenses for the above- 
designated projects from the former to the latter. All of the projects are located 
within the State of Montana. 

Montana-New Jersery and Montana-Montana request that the transfer of the 
licenses be made effective as of the effective date of the proposed merger of 
Montana-New Jersey into Montana-Montana. Commission authorization for 
such proposed merger has been granted by our order of even issuance date in 
Docket No. B-7000. 

The licenses for Project Nos. 1224, 1225, 1376, 1467, 1491, 1495, 1501 and 1676 
are for transmission lines only which, according to our staff study of the func- 
tion of such lines, are not primary lines or parts of a “project” as defined in 
Section 3(11) of the Federal Power Act. However, inasmuch as the licensee 
is to be merged into the proposed transferee at an early date, we are approving 
the transfer of the licenses for those lines, subject to the requirement that 
the transferee obtain authority from the appropriate Government agency for the 
continued occupancy by the lines of the Government lands involved, and upon 
obtaining such authority to then apply for surrender of its licenses for those 
lines. 

Transmission line Project No. 1148 extends from the Mystic Lake hydroelectric 
plant, crossing lands of the United States within the Custer (formerly Bear- 
tooth) National Forest, and transmits power from that hydroelectric plant to a 
point of junction with an interconnected primary transmission system at Co- 
lumbus, Montana. 

Montana-New Jersey is also the holder of licenses for transmission line Proj- 
ect Nos. 479, 517, 558, 673, 790, 1064, 1065, 1066 and 1084, which licenses waive 
Section 8 of the Federal Power Act. Consequently, no Commission approval of 
the transfer of those licenses is required. If and when the merger referred 
to above becomes effective, the Commission’s records will be changed to show 
The Montana Power Company, a Montana corporation, as the new licensee of 
record. 


The Commission finds: 


(1) The proposed transferee is a corporation organized under the laws of the 
State of Montana; is authorized to do business in the State of Montana; and as 
evidence of its compliance with all applicable State laws, will submit: copy of 
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the order of the Public Service Commission of the State of Montana and of the 
Public Utilities Commission of the State of Idaho, respectively, approving the 
merger transaction by which the transfer will be accomplished; also proof of 
transfer to it by merger of the project properties; all of the rights held by 
Montana-New Jersey under State law for the location of the licensed projects 
involved on the beds and banks of streams and all water rights in connection 
therewith; and all rights to engage in the business of developing, transmitting 
and distributing power. 

(2) Transmission line Project No. 1148 is a “primary” line as defined in 
Section 3(11) of the Federal Power Act. 

(3) Approval of transfer, upon the conditions set forth herein, of the li- 
censes for Project Nos. 5, 1148, 1224, 1225, 1376, 1467, 1473, 1491, 1495, 1501, 
1676, 1869 and 2188 to the proposed transferee will not be inconsistent with 
the public interest. 


The Commission orders: 


(A) The transfer of the licenses for the projects designated in finding (3) 
above from Montana-New Jersey to The Montana Power Company, a Montana 
corporation, is approved, effective as of the date of the merger referred to above, 
subject to Section 9.3 of the Commission’s regulations under the Federal Power 
Act, and subject to the further condition that the net investment in the projects 
shall not be increased on account of the transfer; provided that the transferee 
shall be subject to the conditions and obligations of the licenses and to all of 
the provisions of the Act to the same extent as though it were the original 
licensee for the projects. Our approval respecting the licenses for transmission 
line Project Nos. 1224, 1225, 1376, 1467, 1491, 1495, 1501 and 1676 is subject to the 
requirement that the transferee obtain authority from the appropriate Govern- 
ment agency for the continued occupancy by the lines of the Government lands 
involved, and upon obtaining such authority to then apply for surrender of its 
licenses for those lines. 

(B) This order shall become final 30 days from the date of its issuance un- 
less application for rehearing shall be filed as provided in Section 313(a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of the licenses for the projects designated in paragraph (A) above 
by The Montana Power Company, a Montana corporation. In acknowledgment 
of the acceptance of such licenses, this instrument shall be signed for The Mon- 
tana Power Company, the new licensee, and returned to the Commission within 
60 days from the date of issuance of this order. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall. 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


NORTHERN NATURAL GAS COMPANY, DOCKET NOS. G-17485, G—17486. 
G-17874; PERMIAN BASIN PIPELINE COMPANY, DOCKET NO. G-17487; 
IRON RANGES NATURAL GAS COMPANY, DOCKET NO. G-17626; EL 
PASO NATURAL GAS COMPANY, DOCKET NO. G-17854; PHILLIPS 
PETROLEUM COMPANY, DOCKET NO. G-18113 


ORDER AMENDING ORDER ACCOMPANYING OPINION NO. 324 


(Issued November 1, 1961) 


On July 31, 1961, as supplemented October 4, 1961, Northern Natural Gas 
Company (Northern), a Delaware corporation with principal place of business 
at 2223 Dodge Street, Omaha 1, Nebraska, filed a “Petition for Further Amend- 
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ment” of the order accompanying Opinion No. 324 issued July 31, 1959 in the 
above-entitled proceeding, 22 FPC 164, as amended August 26, 1960, 24 FPC 
341, requesting that the facilities and service authorized in Opinion No. 324 
be modified in the respects hereinafter described. 

Northern’s petition requests that the branch lines and measuring facilities it 
was authorized to construct in order to provide service for the following 15 com- 
munities be deleted because the distributors, to whom the Commission authorized 
delivery of gas in its order accompanying Opinion No. 324, have either declined 
to make the necessary contributions in aid of constructing the facilities needed 
to serve such communities, as required by the Commission, or have elected for 
other reasons not to continue with their original plans to distribute natural gas 
in these communities : 


















Communities which distributors no longer desire to Distributors originally proposing service in 
serve docket Nos. G-17485, et al. 
CI U2 i sik lad cdc tidedctlnttineniaaals Iowa Public Service Co. 
Ss Be iciindntihaddanauagtinninciaiinies ----| Peoples Natural Gas Division. 


Cs Tis SO oceans cacdeldd-aiuniaeiesscannndenmbasiond ----| Western Power and Gas Co.! 
pn Peoples Natural Gas Division.? 


I MI ici diinin em dicntasin ee arid aaimimatiias Do. 
iii dis si icidmakinintinaemaipendnieidecaiieagamias Do. 
Guttenberg, Iowa Do. 
Lansing, Iowa... Do. 
Mape!ton, Iowa_. Do. 
Panama, Nebr... Do. 
Salix, Iowa....... acdntaaieherhatghdis Iowa Public Service Co, 
NE ie iid) cnitimamaa cae ianesatawieaee Do. 








Sturgeon Lake, Minn..-........--- | Peoples Natural Gas Division. 
We. BOO. 5 cudennanesncese | Towa Public Service Co. 
We, BG Site dcencatackcensupecneneedbasenaicn | Do. 





1 Formerly Central Electric and Gas Co. 

2 Peoples Natural Gas Division is the name Northern uses to designate that portion of its business which 
involves the construction and operation of local distribution systems for the retai! sale of natural gas. 

3 Woodbine, Iowa, is in a somewhat different category from the other 14 communities in that Woodbine 
apparently does not want Iowa Power and Light Co. to serve it with natural gas; instead on August 28, 
1961, Woodbine filed an application for amendment of the order accompanying Opinion No. 324 requesting 
that Northern be authorized to deliver gas to Woodbine for use in a municipally owned gas distribution 
system which it proposes to construct. Since action has not yet been taken on this application of Woodbine, 
Northern’s request in its petition for the elimination of the facilities authorized for providing service to 
Woodbine will be deferred until such time as the Commission has made a final determination regarding 
Woodbine’s application for amendment. 


Five of the above-listed communities, i.e., Clermont, Elgin, Elkader, Lansing, 
and Guttenberg, Iowa, were originally proposed to be served from the branch 
line terminating near Decorah, Iowa. Northern’s petition avers that elimina- 
tion of the branch lines previously required for serving these five communities, 
which will not now be served, makes it necessary to redesign and reroute the 
branch lines required to serve the remaining 18 communities which are yet pro- 
posed to be served by means of the Decorah, Iowa, branch line. Data submitted 
with Northern’s petition indicate that these deletions and changes in proposed 
facilities will have the effect of reducing Northern’s original cost estimates in 
Docket No. G—17485, et al., by about $3,804,181, excluding the reduction in cost 
of eliminating the Woodbine branch line and measuring facilities. As indicated 
in footnote 3 hereof, action is being deferred as to Northern’s request to delete 
the facilities required to serve Woodbine, pending final decision regarding Wood- 
bine’s application for amendment filed August 28, 1961. 

The petition states that Northern originally intended to initiate delivery of 
gas to the distributor proposing to serve the communities of Otho and Coalville, 
Iowa, by an extension of the existing branch line presently serving Fort Dodge, 
Iowa. However, Northern has found that such an extension would traverse 
valuable gypsum deposits near Fort Dodge and that acquirement of the neces- 
sary right-of-way would be complicated and delayed. Consequently, Northern 
now proposes to serve the communities of Otho and Coalville by constructing a 

693—-488—64——45 
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branch line in a westerly direction from its existing main line. This alteration 
in design of the facilities required to deliver gas to Otho and Coalville will in- 
crease by $43,143 the original estimate of the facilities needed to serve these 
two communities. 

The petition also explains that a proposed 6.4-mile, 30-inch loop north of 
Bushton, Kansas, has been estimated to cost $650,400 upon the assumption that 
pipe having a 0.344-inch wall thickness would be used, but Northern now pro- 
poses to construct this loop with pipe having a 0.406-inch wall thickness which 
will result in an estimated cost of $704,800, or $54,400 more than the estimated 
original cost. The petition states that pipe having a 0.406-inch wall thickness 
is necessary because Northern now designs its system to transport gas at a pres- 
sure of 1,000 pounds per square inch gauge. 

The petition, as supplemented October 4, 1961, also requests, as to seven com- 
munities, that Northern be authorized to deliver gas to distributors other than 
those to whom deliveries originally were authorized in the order accompanying 
Opinion No. 324. These proposed distributor changes are set forth in the fol- 
lowing tabulation: 


Communities authorized for Distributors to whom Northern | Distributors requesting transfer to 
service in Opinion No. 324 was authorized to deliver gas in them of gas allocations made in 
Opinion No. 324 Opinion No, 324 


Atwater, Minn Western Power and Gas Co__._..-- Minnesota Valley Natural Gas Co, 


Cedar Blufts, Nebr Peoples Natural Gas Division--_--- Nebraska Natural Gas Co. 
Lonsdale, Minn.-- 

Morristown, Minn 

Nickerson, Nebr... 

Veseli, Minn 

Waterville, Minn 


Northern’s petition is accompanied by copies. of (1) letter agreements by 
which the various distributors have assigned their franchises to serve the 
above-listed communities to the substitute distributors together with acceptance 
thereof by the substitute distributors, (2) written instruments showing consent 
and acceptance by the governing bodies in the various communities of the afore- 
mentioned assignments of franchises* and (3) service agreements executed by 
Northern and the substitute distributors indicating that the latter have agreed 
to purchase gas from Northern for serving the above-listed communities in the 
same quantities that allocations were made for such service by the order accom- 
panying Opinion No. 324 


The Commission finds: 


It is necessary and appropriate in carrying out the provisions of the Natural 
Gas Act that Northern’s petition for further amendment, filed July 31, 1961, as 
supplemented October 4, 1961, of the order accompanying Opinion No. 324, issued 
July 31, 1959, 22 FPC 164, 179, as amended August 26, 1960, 24 FPC 341, be 
granted so as to modify the order accompanying Opinion No. 324 in the follow- 
ing respects: 

(1) Deletion of the branch line and measuring facilities originally certificated 
for providing service to the 15 communities listed in the first tabulation herein- 
before given in this order, with the exception of Northern’s request to delete the 
facilities required to serve Woodbine, Iowa, on which action should be deferred 
pending final decision regarding Woodbine’s application for amendment filed 
August 28, 1961. 


* Except as to Veseli, Minnesota, which is an unincorporated community. 
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(2) Changes in the routing and design of the branch-line facilities terminating 
in the vicinity of Decorah, Iowa, necessitated by elimination of the facilities 
referred to in paragraph (1) above. 

(3) Modification of the branch line required to serve Otho and Coalville, 
Iowa, to avoid delay in acquiring right-of-way for the branch line as originally 
proposed. 

(4) Use of 0.406-inch wall thickness instead of 0.344-inch wall thickness in 
the 30-inch pipe to be used in looping 6.4 miles of main line north of Bushton, 
Kansas. 

(5) Substitution, as to the seven communities hereinbefore listed in the second 
tabulation of this order, of distributors different from those to whom Northern 
was originally certificated to deliver gas. 

The Commissioner orders: 

(A) Paragraph (A) of the Commission’s order accompanying Opinion No. 
324, issued July 31, 1959, 22 FPC 164, 179, as amended August 26, 1960, 24 FPC 
341, is hereby further amended so as to provide for the deletion of facilities and 
service and modifications in facilities requested by Northern in its petition for 
further amendment filed July 31, 1961, as supplemented October 4, 1961, as 
hereinbefore described in paragraphs (1) through (5) and as more fully de- 
scribed in the petition and supplement thereto. 

(B) Action on Northern’s request to delete the facilities certificated for service 
to Woodbine, Iowa, is hereby deferred pending final decision regarding Wood- 
bine’s application for amendment of the order accompanying Opinion No. 324, 
filed August 28, 1961. 

(C) All other provisions of the order accompanying Opinion No. 324, 22 FPC 
179, as amended August 26, 1960, 24 FPC 341, shall remain unchanged. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


PACIFIC GAS AND ELECTRIC COMPANY, PROJECT NO. 2281 
ORDER ISSUING MINOR-PART LICENSE (TRANSMISSION LINE) 
(Issued November 1, 1961) 


Application was filed on October 6, 1960 by Pacific Gas and Electric Company 
(Applicant) of San Francisco, California, for a license under the Federal Power 
Act (hereinafter referred to as the Act) for proposed transmission line Project 
No. 2281, designated in the application as the Woodleaf Power House to Palermo 
Substation Line, to be located in Butte County, California, and affecting lands 
of the United States within Plumas National Forest. 

The proposed minor-part project consists of: 

(a) Lands of the United States constituting the project area and enclosed 
by the project boundary or the limits of which are otherwise defined; 

(b) Such portions of a proposed 110 kv wood pole transmission line located 
thereon, extending approximately 19 miles in a northeasterly direction from 
Applicant’s Palermo Substation located northeast of Palermo, California, to 
the Woodleaf power plant of Oroville-Wyandotte Irrigation District’s licensed 
Project No. 2088, including a tap line of about 0.02 mile in length to Forbestown 
power plant of Project No. 2088 ; and 

(c) All other structures, equipment, or facilities used or useful in the main- 
tenance and operation of the project and located on the project area. 
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The project lands and project work are more specificially shown and described 
by certain exhibits which formed part of the application and which are desig- 
nated and described as: 

Evhibit J and KE: (FPC No. 2281-1) “Transmission Line-Woodleaf P.H. to 
Palermo Substation” ; and 

Evhibit M: One typewritten sheet entitled “General Description and Specifica- 
tions of the Transmission Line,” filed October 6, 1960. 

The proposed transmission line will be used to transmit all of the power 
and energy to be generated at Oroville-Wyandotte Irrigation District’s proposed 
Woodleaf and Forbestown power plants of licensed Project No. 2088, for purchase 
by Applicant and distribution through Applicant’s system to the latter’s cus- 
tomers, as contemplated in a contract between Applicant and District dated 
June 15, 1960. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who 
has supervision over the Plumas National Forest, reported on the application 
and recommended for inclusion in any license for the line a condition for the 
prevention and suppression of fire on the lands to be occupied or used under 
the license. 

The transmission line would occupy lands of the United States within the 
Plumas National Forest for a distance of 3.93 miles with a right-of-way 75 feet 
wide not within other licensed project boundaries. This would be equivalent to 
2.95 miles of 100-foot wide right-of-way. 

According to the application, Applicant desires to commence construction of 
the transmission line in June 1961 and to complete construction by October 1, 
1962. However, in a subsequent letter to the Commission dated June 28, 1961, 
Applicant stated its desire to commence construction of the line on October 1, 
1961. 


The Commission finds: 


(1) The proposed 19-mile 110-kv transmission line from Woodleaf Power- 
house of Oroville-Wyandotte Irrigation District’s Project No. 2088 to Applicant’s 
Palermo substation with the 0.02 mile tap line to District’s Forbestown power- 
house constitute a primary transmission line as defined in Section 3(11) of the 
Act and, therefore, the line is subject to the licensing authority of the Federal 
Power Commission. 

(2) Applicant is a corporation organized under the laws of the State of 
California and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the transmission line. 

(3) No conflicting application is before the Commission. 

(4) The project will not affect any Government dam, nor will the issuance 
of a minor-part license therefor, as hereinafter provided, affect the develop- 
ment of any water resources for public purposes which should be undertaken 
by the United States itself. 

(5) The issuance of a license for the proposed minor-part project, as herein- 
after provided, will not interfere or be inconsistent with the purposes for which 
the Plumas National Forest was created or acquired. 

(6) The amount of annual charges to be paid by the licensee under the minor- 
part license for the purpose of reimbursing the United States for the costs of 
administration of Part I of the Act, and for recompensing it for the use, occu- 
pancy, and enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(7) The exhibits designated and described in the second paragraph of this 
order conform to the Commission’s rules and regulations and should be approved 
as part of the minor-part license as hereinafter provided. 
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(8) It will be in the public interest to waive the following terms and condi- 
tions of Part I of the Act: 


Section 4(b), except the second sentence thereof; 4(e) insofar as it 
relates to approval of plans by the Chief of Engineers and the Secretary of 
the Army and to public notice; 6, insofar as it relates to public notice and 
to the acceptance and expression in the minor-part license of terms and con- 
ditions of the Act which are hereinafter waived; 10(a) ; 10(c), insofar as it 
relates to depreciation reserves; 10(d); 10(f); 11; 12; 14, except insofar 
as the power of condemnation is reserved; 15; 18; 19; 20; 22; and 23(a), 
insofar as it relates to the determination of fair value. 


The Commission orders: 

(A) This minor-part license is issued under Sections 4(e) and 10(i) of the 
Act to Pacific Gas and Electric Company (hereinafter referred to as the Licensee) 
for a period of 48 years, 9 months, effective as of October 1, 1961, and terminat- 
ing July 1, 2010, for the construction, operation, and maintenance of the Wood- 
leaf Power House to Palermo Substation 110-kv transmission line minor-part 
Project No. 2281, subject to the terms and conditions of the Act, which is hereby 
incorporated by references as a part of this license (except for the terms and 
conditions of the Act which are hereby waived to the extent herein specified), 
and subject to such rules and regulations as the Commission has issued or pre- 
scribed under the provisions of the Act. 

(B) This license is subject to the terms and conditions set forth in Form L-8, 
December 15, 1953, entitled “Terms and Conditions of License for Minor-Part 
Project (Transmission Line) Affecting Lands of the United States” (14 FPC 
974), which terms and conditions, designated as Articles 1 through 14, are at- 
tached hereto and made a part hereof, and subject to the following speciai con- 
ditions set forth herein as additional articles: 

Article 15. The Licensee shall commence construction of the minor-part on or 
before November 1, 1961 and shall complete construction of same on or before 
October 1, 1962. 

Article 16. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, $5; and 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy and enjoyment of its lands used for transmission line right-of-way, $23.60. 

(C) The exhibits referred to in finding (7) above are approved as part of this 
minor-part license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313(a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
minor-part license. In acknowledgment of the acceptance of this minor-part 
license, it shall be signed for the Licensee and returned to the Commission within 
60 days from the date of issuance of this order. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


COASTAL TRANSMISSION CORPORATION, DOCKET NO. G—18338; HOUS- 
TON TEXAS GAS AND OIL CORPORATION, DOCKET NO. G—18615; 
SHELL OIL COMPANY, DOCKET NO. G—18805; THE SPARTA OIL COM- 
PANY, DOCKET NO. G—19964; SOUTHERN NATURAL GAS COMPANY, 
DOCKET NO. CP60-92; THE OHIO OIL COMPANY, DOCKET NO. G—17896 ; 
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TURNBULL & ZOCH DRILLING COMPANY, OPERATOR, ET AL., DOCKET 
NO. G-17960; H. L. HAWKINS AND H. L. HAWKINS, JR., OPERATOR, ET 
AL., DOCKET NO. G-18077 ; LOUIS BAKER, ET AL., DOCKET NO. G-18175; 
J. RAY McDERMOTT & CO., INC., OPERATOR, ET AL., DOCKET NO. G- 
18212; AMERADA PETROLEUM CORPORATION, DOCKET NO. G—18346; 
PHILLIPS PETROLEUM COMPANY, DOCKET NO. G-—18375 ; TIDEWATER 
OIL COMPANY, OPERATOR, DOCKET NO. G-18376; GETTY OIL COM- 
PANY, OPERATOR, ET AL., DOCKET NO. G-18378; HELIS PETROLEUM 
CORPORATION, OPERATOR, ET AL., DOCKET NO. G-18379; SOCONY 
MOBIL OIL COMPANY, INC., DOCKET NO. G—18384 ; SOCONY MOBIL OIL 
COMPANY, INC., OPERATOR, DOCKET NO. G-—18385; SOCONY MOBIL 
OIL COMPANY, INC., DOCKET NO. G-—18386; UNION OIL COMPANY OF 
CALIFORNIA, DOCKET NO. G—18389 ; GREAT EXPECTATIONS OIL COR- 
PORATION, ET AL., DOCKET NO. G—18396; McCURDY & McCURDY, 
DOCKET NO. G-18434; THE PURE OIL COMPANY, OPERATOR, ET AL., 
DOCKET NO. G-18438; SHELL OIL COMPANY, DOCKET NO. G-18439; 
THE BRITISH-AMERICAN OIL PRODUCING COMPANY, DOCKET NO. 
G-18445; HERMAN BROWN, ET AL., DOCKET NO. G—18479; JOHN A. 
NEWMAN, OPERATOR, ET AL., DOCKET NO. G-18481; M. W. CROCKETT, 
ET AL., DOCKET NO. G-18522; INVESTORS SYNDICATE OF THE SOUTH- 
WEST, INC., DOCKET NO. G-18590; LAYTON BROWN DRILLING COM- 
PANY, INC., E. LAYTON BROWN, OPERATOR, DOCKET NO. G-—18674; 
G. H. VAUGHN, JR., ET AL., DOCKET NO. G-18678; GEORGE K. TAG- 
GART, JR., OPERATOR, DOCKET NO. G-18796; CALLERY PROPERTIES, 
INC., DOCKET NO. G-18857; V. F. NEUHAUS, DOCKET NO. G-18861 ; RICH- 
ARD KING, JR., DOCKET NO. G-—18987 ; CLARK FUEL PRODUCING COM- 
PANY, OPERATOR, ET AL., DOCKET NO. G-19052; THE SUPERIOR OIL 
COMPANY, DOCKET NO. G-19129; THE PURE OIL COMPANY, DOCKET 
NO. G-19140; IRWIN AND BESS, DOCKET NO. G-19297; GREGORY J. 
GALLAGHER, DOCKET NO. G-—19308; TRICE PRODUCTION COMPANY, 
DOCKET NO. G-19340; W. W. F. OIL CORPORATION, OPERATOR, ET AL., 


DOCKET NO. G-19585; TIDEWATER OIL COMPANY, DOCKET NO. G- 
19971; TEXACO SEABOARD, INC., DOCKET NO. G-18887; EXETER OIL 


COMPANY, DOCKET NO. G—19064; DELHI-TAYLOR OIL CORPORATION, 
DOCKET NO. G-19464; PHILLIPS PETROLEUM COMPANY, DOCKET NO. 
G-19498; GEORGE PARKER, DOCKET NO. G-19718; SUNRAY MID- 
CONTINENT OIL COMPANY, DOCKET NO. G-19803; SKELLY OIL COM- 
PANY, DOCKET NO. G-20155; AMERADA PETROLEUM CORPORATION, 
DOCKET NO. G-20200; CONTINENTAL OIL COMPANY, DOCKET NO. G- 
20242; THE SUPERIOR OIL COMPANY, DOCKET NO. G-—20359; TEXACO 
SEABOARD INC., DOCKET NO. G-—20460; DIVERSA, INC., DOCKET NO. 
G-20458; GREGORY J. GALLAGHER, DOCKET NO. G-20385; THE AT- 
LANTIC REFINING COMPANY, DOCKET NO. G-—20492. 


ORDER ON REHEARING MODIFYING ORDER ISSUING CERTIFICATES 


(Issued November 2, 1961) 


By Commission order issued August 9, 1961, we granted, inter alia, certifi- 
cates of public convenience and necessity to Coastal Transmission Corporation 
(Coastal) and Houston Texas Gas and Oil Corporation (Houston Texas) au- 
thorizing the proposed expansion of their joint pipeline systems. We also 
granted 53 certificates of public convenience and necessity to independent pro- 
ducers authorizing their sales to Coastal of gas from reserves in the coastal re- 
gions of Texas and Louisiana to meet the gas supply requirements of the pipeline 
expansion. All but two of the producers were permitted to collect the initial 
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prices proposed, subject to conditions providing for the future determination 
by the Commission in further proceedings of the proper initial prices for the 
sales, and providing for refunds of amounts in excess of the prices determined 
proper.’ In granting these producers certificates, we rescinded certificates with- 
out price or refund conditions previously issued most of them. The certificates 
of Coastal and Houston Texas were conditioned, among other things, upon the 
producers’ acceptance of all 53 certificates. 

Fifteen applications for rehearing and reconsideration of the August 9, 1961 
order have been filed. Thirteen applications were filed by 14 independent pro- 
ducers? who contend that we erred in rescinding the previously issued certifi- 
cates, and in issuing new certificates with price conditions. The joint applica- 
tion filed by Coastal and Houston Texas requests deletion of the condition 
making the effectiveness of their certificates subject to the independent pro- 
ducers’ acceptance of all 58 certificates issued therein. City Gas Company of 
Florida (City Gas) attacks the certificate condition imposed on Houston Texas 
and Coastal, found necessary for the protection of Houston Texas’ present and 
potential resale customers, which delimits the area wherein the gas sold to City 
Gas may be resold. 

Because of the numerous questions raised in the 15 applications, rehearing 
for the purpose of reconsideration was granted on September 28, 1961. Upon 
review and reconsideration, we conclude, as more fully set forth hereinafter, 
that we should modify the order of August 9, 1961, by withdrawing the 538 inde- 
pendent producer certificates issued therein in order to permit the determination, 
after further hearing, of the proper initial prices for the producers’ sales to 
Coastal. For although our August 9, 1961 order itself provided for the future 
determination of the initial prices for these sales, we have concluded after full 
consideration that the particular prices for these sales should be determined 
before and not after the permanent authorizations are granted. Pending deter- 
mination of the initial price question, those producers presently selling and 
delivering gas to Coastal under outstanding temporary authorizations will con- 
tinue selling and delivering gas thereunder, and gas being delivered to Coastal 
by virtue of certificates issued in previous unrelated proceedings will continue 
to be delivered.’ The other producer applicants will be tendered temporary 
authorizations as hereinafter ordered. 

In view of our findings below as to the adequacy of Coastal’s gas supply, we 
shall delete the condition attached to the certificates issued to Coastal and 
Houston Texas which provides that their certificates shall not be effective until 
the independent producers have accepted their certificates. 


1 Amerada Petroleum Corporation in Docket No. G—18346 and Phillips Petroleum Com- 
pany in Docket No. G—18375 are the exceptions. In these dockets Amerada and Phillips 
were permitted to collect prices not to exceed 23.25 cents per Mcf, tax inclusive, subject 
to the refund condition referred to above. 

2 Producers filing applications for rehearing: Herman Brown, et al. ; Louis Baker, et al. ; 
Tidewater Oil Company and Getty Oil Company; Socony Mobil Oil Company; Delhi- 
Taylor Oil Corporation; Continental Oil Company; Phillips Petroleum Company; The 
Superior Oil Company; Shell Oil Company; Texaco Seaboard Inc.; Amerada Petroleum 
Corporation ; George Parker ; Callery Properties, Inc. 

? Involved are two producer dockets: (i) Phillips Petroleum Company in Docket No. 
G—19498 seeks a certificate for the sale of its gas which is now being sold to Coastal pur- 
suant to a certificate issued to Gulf Oil Corporation, as Operator, in Docket No. G—10128; 
(ii) Delhi-Taylor Oil Corporation in Docket No. G—19464 seeks a separate certificate for 
the sale of gas irom its Yzaguirre Field properties which presently is being sold to 
Coastal along with gas from other Delhi fields under a certificate issued in Docket No. 
G—10263. 
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The basic objection made by most of the producers‘ to our August 9, 1961 
order is that we have no power to vacate or rescind the certificates previously 
issued to them on September 19, 1960.5 In support, they cite such cases as 
U.S. v. Seatrain Lines, Inc., 329 U.S. 424, C.A.B. v. Delta Airlines, Inc., 367 U.S. 
316, and American Trucking Assoc. v. Frisco Transportation Co., 358 U.S. 133. 
The producers contend that they are entitled to render service under those earlier 
certificates, which contained no conditions as to the initial prices proposed. 

The short answer to this argument is that these certificates never became effec- 
tive and hence under the Act we had and have full power to amend or rescind 
them if the circumstances warrant. See Section 16 of the Act. The producers’ 
certificates never became effective because by the September 19, 1960 order 
granting them the certificates were “expressly conditioned upon an order sub- 
sequently granting certificates to” Coastal and Houston Texas in this proceed- 
ing. This condition has never been satisfied to this date, for although Coastal 
and Houston Texas were proffered certificates by our August 9, 1961 order, the 
effectiveness of these certificates too was subject to a condition, namely, that 
the producers must accept the certificates issued them in the August 9, 1961 
order, and this condition has not and cannot be met. Until these conditions were 
satisfied, the producer certificates remained within our jurisdiction to modify, 
revoke, deny, or rescind.” 

The Seatrain and other cases relied on by the producers have no application 
here. In those cases, the certificates had become effective and the parties had 
relied thereon, and the court held that the parties could not be deprived of their 
certificate rights to their detriment, at least without formal notice or hearing. 
Here, no rights were granted nor could any accrue to the producers until the 
certificates became effective, which could not and did not happen since the con- 
ditions attached thereto were never satisfied. Further, there is no indication 
that the producers acted in reliance on the authorizations contained in our 
September 19, 1960 order so that rescission would cause them injury. 

Nor can our action cause any legal injury to the producers. The action we 
have finally decided on in this order is to withdraw the 53 producer certificates 
heretofore issued, in order to permit a determination of the proper initial prices 
for the producers’ sales before permanent authority is ever issued. Denying the 
producers permanent authority to make their sales without price conditions, or 
with conditions providing for a future determination of proper prices, and 
instead permitting them to make the sales on a temporary basis and subject to a 
determination of what the proper initial prices should be, before granting final 
authority for the sales, does nothing more than apply to them the requirements 
of law that their initial rates must be found fair and lawful before they can be 
certificated. No more can they ask. 

Other considerations also compellingly demanded the action we took in our 
August 9, 1961 order. No such considerations were present in the cases, cited 
above, relied on by the producers. A recent judicial decision® holds that the 
Public Service Commission of the State of New York (PSC) was entitled to 


4 All except George Parker and Socony Mobil Oil Company, Inc. 
SIssued in The Ohio Oil Company, Docket No. G—-17896, et al. 
® Section 16 provides in part pertinent : 

The Commission shall have power to perform any and all acts, and to prescribe, 
issue, make, amend, and rescind such orders, rules, and regulations as it may find 
necessary or appropriate to carry out the provisions of this act. 

7See P.U.C. of Connecticut v. F.P.0., 205 F. 24 116, 120. 
*P.8.0. of N.Y. v. F.P.C., 295 F. 24 140, CADC Nos. 15366, 15854, 15910, June 15, 
1961; Rehearing denied August 3, 1961. Oert. den. December 18, 1961, 368 U.S. 948. 
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intervene in this case, and we intend to permit this party to exercise its right to 
participate in the development of evidence directed to determining what are the 
proper initial prices for the producers’ sales. 

PSO had sought to intervene in the consolidated proceedings on the applica- 
tions of Coastal, Houston Texas, and the 53 producers, but were excluded by 
Commission order issued March 31, 1960, on the ground that it had not justified 
its intervention. On July 1, 1960, all producer dockets but two® were severed 
from these proceedings, and on September 19, 1960, our order granting the pro- 
ducers’ certificates was issued in uncontested proceedings under our shortened 
procedure. On judicial review of our order excluding PSO, the court, by decision 
dated June 15, 1961, reversed our order and the matter was remanded to us for 
further proceedings consistent with the court’s decision. We thereafter per- 
mitted PSO to intervene herein on September 22, 1961, so that it has not had 
the opportunity to which it is entitled to participate in developing a record for 
determining what the producer initial prices should be. After the court laid bare 
our error, all matters of administrative discretion were again opened for deter- 
mination on remand and we were charged with the duty of exercising our 
discretion anew, of again judging the applications in the light of public con- 
venience and necessity.” Clearly, these facts justified our rescinding the 
September 19, 1960 producer certificates. 

In addition, many events have taken place since September 19, 1960, which 
have a profound bearing on the producer price problem, and the public interest 
demands that we consider those matters too in determining the proper prices 
for the producers’ sales. Following the decision of the Supreme Court in the 
CATCO case™ reversing our issuance of unconditioned producer certificates, we 
have, with the issuance of our Statement of General Policy 61-1 ¥ on September 
28, 1960, undertaken new methods of holding the line on initial producer prices, 
Also, several cases interpreting CATCO have been remanded to us by the courts 
basically on the grounds that our orders did not conform to the requirements of 
CATCO” We believe that in the light of these developments, the September 19, 
1960 certificates must be set aside and the price issue considered anew in order 
to determine whether we would proceed the same way and reach the same result, 
had we the benefit of our Policy Statement and these court teachings. 

Furthermore, as indicated above, the producer certificates granted by our 
September 19, 1960 order were granted in an uncontested proceeding under 
our shortened procedure. But now since the question of price is in issue, an 
evidentiary record is called for on this matter and a formal hearing is required 
prior to final determination. 

Four of the producers“ contend that the court’s decision in the above-cited 
case holding that the Public Service Commission of New York was entitled to 
intervene herein has no application to them. They argue that the Commission’s 
order denying intervention did not list 15 dockets, including their dockets, in 
the heading of the order, and that therefore the Commission’s error in excluding 


*Shell Oil Company, Docket No. G—18805; The Sparta Oil Company, Docket No. 
G—19964. 

10 F, C. O. v. Pottaville Broadcasting Co., 309 U.S. 134, 145-146; Virginia Petroleum 
Jobbers Association v. F.P.C., 265 F. 2d 364. 

u Atlantic Refining Co. v. P.S.C., 360 U.S. 378. 

12224 FPC 818, as amended in 24 FPC 902, 24 FPC 1107, 25 FPC 595, and as further 
amended in 26 FPC 661, issued October 31, 1961. 

13 United Gas Improvement Co. v. F.P.C., 283 F. 2d 817; United Gas Improvement Co. 
v. F.P.C., 290 F. 2d 133; P.S.C. of N.Y. v. F.P.C., 287 F. 2d 146; United Gas lmprove- 
ment Oo. v. F.P.C., 287 F. 2d 159. 

% Continental Oil Company, Texaco Seaboard Inc., Phillips Petroleum Company, and 
The Superior Oil Company. 
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PSC from intervention in the other dockets has no bearing on their proceedings 
or their certificates. 

This argument places form over substance. The plain fact is the omission of 
the 15 docket numbers from the order denying PSC intervention was a clerical 
inadvertence resulting from the multiplicity of parties and procedural orders 
involved in this proceeding. Nevertheless, it was reasonably evident that the 
intention and effect of the orders in question was to exclude PSC from all the 
dockets, including those of these four producers. Thus by order issued Decem- 
ber 11, 1959, 39 independent producer applications were consolidated with the 
pipeline expansion proceeding. By order issued on March 31, 1960, 15 additional 
producer applications, including those of the four producers, were consolidated 
with those proceedings; and this order provided that all intervention notices 
previously filed, which included PSC’s applied to the newly consolidated inde- 
pendent producer applications. By separate order also issued on March 31, 1960, 
PSC was denied intervention in the consolidated proceedings ; this was the order 
that omitted the list of the four producers’ dockets” It is therefore clear that 
PSC’s notice of intervention applied to all the dockets, including those of the 
four producers; and it is reasonably inferable that the order of exclusion was 
also intended to and did apply to all the dockets. Certainly this was our in- 
tention, and no party, including PSC, has—previous to August 9, 1961, at least— 
given any indication that it considered otherwise. And lacking any adverse 
effect on any party, the accidental omission of the dockets of the four producers 
from the heading of the order is surely of no material importance. 

In their applications for rehearing, Baker, Superior, and Phillips contend that 
by not issuing unconditioned permanent certificates in those dockets in which 
their contract rates are at or below the appropriate area price guides set forth 
in Statement of General Policy No. 61-1, cited supra, we are in effect modifying 
if not repudiating our Policy Statement. 

Our actions here do not repudiate the Policy Statement. The price guides for 
initial service contained in the statement in effect constitute ceilings at which a 
proposed initial sale will, in the absence of otherwise compelling evidence, be 
certificated. The price guides do not constitute a floor to be used to raise pro- 
posed initial prices to the highest levels abstractly permissible thereunder. Ob- 
viously circumstances may exist which would compel the submission of evidence 
by the producer in support of rates at or below the appropriate area levels. Such 
circumstances we believe are present herein. For example, the challenge made to 
these producers’ proposed initial prices coupled with the complete lack of any 
record by which to test the propriety of the initial prices proposed. Conse- 
quently, the deferral of final certification herein is in full accord and harmony 
with the tenor and explicit provisions of our Policy Statement. 

A number of producers * complain in their applications for rehearing that the 
Commission is without power to issue permanent certificates without making 
a conclusive determination of the initial price levels at the time of issuance. 
They maintain that price is a “consideration of prime importance” in determin- 
ing whether a gas sale is required by the public convenience and necessity and 
that unless the price issue is conclusively determined by the Commission when 
it issues the certificate, it cannot make such a finding. 

In our view, issuing a certificate subject to a condition that the initial price be 
determined later is not a failure to decide the essential element of rates but 
is merely a deferral of consideration of this matter to a later time. Nevertheless, 
as indicated previously, we think that it is preferable to consider and decide the 
questions respecting the proper initial price before issuing any permanent 


%3'Two other orders permitting interventions were also issued on that date. 
36 Baker, Continental, Parker, Superior, Amerada, Phillips, Shell, and Herman Brown. 
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certificate. Price is clearly a consideration of prime importance, as the Supreme 
Court has pointed out.” It is reasonable and appropriate and sound regulatory 
practice to consider and decide this important element before our approval in the 
form of a permanent certificate is given to the transaction. 

These and other reasons support the desirability of determining the proper 
initial price before granting a permanent certificate. However, this record 
affords no basis for determining proper initial prices for the producers’ sales 
herein. Accordingly, we have determined that the permanent certificates issued 
August 9, 1961, should be set aside. Pending final determination of the initial 
price issue, in order that Coastal and Houston Texas can progress with their 
pipeline expansion approval in this proceeding, producer service will continue 
as follows: 

(1) The deliveries of gas to Coastal by producers presently serving Coastal 
under temporary authorizations issued prior to August 9, 1961, will continue 
pursuant to the terms of temporary authorizations heretofore issued each such 
producer without modification pending issuance of permanent certificates. Pro- 
ducers who have accepted temporary authorizations and are delivering gas 
thereunder cannot discontinue their service without compliance with the aban- 
donment requirements of Section 7(b) of the Act,” and therefore we should not 
modify the terms and conditions under which they committed their gas to the 
interstate market by the addition of price and refund conditions without first 
affording them an opportunity for hearing. 

(2) The deliveries of gas to Coastal pursuant to certificates previously issued 
in unrelated proceedings from reserves the subject of two dockets consolidated 
herein, as referred to in footnote 3, supra, will continue without modification. 
We should not, at least without a hearing,” attach any price or refund conditions 
to those valid and effective permanent certificates heretofore issued in other 
proceedings. We will however, tender temporary authorizations to the Appli- 
cants in Docket Nos. G—19498 and G—19464. 

(8) We will also tender temporary authorization to the remaining producers 
herein under Section 157.28 of our Regulations under the Act, permitting them 
to sell gas to Coastal. In issuing temporary authorizations to these producers, 
we will permit them to render service under their rate schedules without any 
conditions relating to initial prices where such prices are at or lower than those 
price levels set forth in our Policy Statement 61-1, as amended. In cases where 
those levels are exceeded, the producers will not be allowed to collect the excess 
monies until an evidentiary record is made demonstrating that exceptions to our 
Policy Statement 61-1 are required by the public interest.” The temporary 
authorizations tendered in Docket Nos G—18346, G-18375 and G—18445 will con- 
tain Section 7(e) price conditions to this effect. 

In light of our action herein of withdrawing the August 9, 1961, certificates 
and of our discussion and disposition of the matters herein, the remaining issues 


raised by the producers in their applications for rehearing are no longer material 
and need not be discussed. 


Coastal and Houston Tezras 


In disposing of the application of Coastal and Houston Texas, in the order of 
August 9, 1961, we made our finding of an adequate supply of gas for the certi- 


17 Atlantic Refining Co. v. P.S.C., supra, footnote 11. 

18 Huber v. F.P.C., 236 F. 2d 550, Cert. den. 352 U.S. 971. 

2 C.A.B. v. Delta Airlines, Inc., 367 U.S. 316; U.S. v. Seatrain Lines, Inc., 329 U.S. 
424. American Trucking Association v. Frisco Transportation Co., 358 U.S. 133. 

2 See J. M. Huber Corporation v. F.P.C., 294 F. 2d 6568, CA3, No. 18535 decided 
September 14, 1961 ; Policy Statement 61-1, as amended (supra). 
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fication of the proposed joint Coastal-Houston Texas pipeline expansion condi- 
tional on acceptance by all the producers of the price-conditioned certificates 
issued therein.“ Coastal and Houston Texas now submit thai acceptance of all 
the certificates by the producer applicants is not necessary to support a finding of 


an adequate gas supply, and accordingly they request that we modify the order 
by eliminating that condition. 


A review of the record discloses that substantial evidence supports the pipe- 
lines’ contentions that they have an adequate gas supply. Accordingly, we shall 
delete the condition from their certificates. Gas is being delivered to Coastal 
from reserves the subject of 32 of the producer dockets consolidated in this 
proceeding.“ This gas, physically attached and flowing under authorizations 
heretofore granted and accepted, has been committed to the interstate market, 
and therefore it cannot be withdrawn from continued sale to Coastal without 
prior Commission authorization granted pursuant to Section 7(b) of the Act.” 
Additionally, five producers“ have accepted the stringently conditioned certifi- 
cates proffered on August 9, 1961 and thereby have manifested their willingness 
and desire to commit their gas reserves to Coastal. 

In some 16 producer dockets™ there has been no actual commitment or 
demonstration of willingness to commence service to Coastal subject to the 


price conditions imposed, but Coastal can render the service it proposes without 
the reserves in these dockets. 


In the order of August 9, 1961, we found the substantial evidence supported 
the examiner’s finding that on the basis of the 53 producer contracts together 
with the purchase contract with Southern Natural Gas Co., Coastal’s “direct 
purchase” gas reserves would total 1,281,176,000 Mcf, and that such reserves 
would give Coastal a deliverability life of 13 years, as of July 1, 1961. Upon 
the assumption of Coastal’s ability to contract for gas to be made available as 


21 Ordering paragraph (B) (ili). 

2 Besides the two deliveries noted in footnote 3, supra, gas is being delivered by virtue 
of temporary authorizations in 30 dockets. Shell Oil Company, G-18805, Turnbull & 
Zoch Drilling Company, Operator, et al., G-17960, H. L. Hawkins and H. L. Hawkins, 
Jr., Operator, et al., G-18077, Louis Baker, et al., G-18175, J. Ray McDermott & Co., 
Inc., Operator, et al., G—18212, Tidewater Oil Company, Operator, G—18376, Helis Petro- 
leum Corporation, Operator, et al., G—-18379, Socony Mobil Oil Company, Inc., G—18386, 
Great Expectations Oil Corporation, et al., G-18396, The Pure Oil Company, Operator, 
et al., G—18438, Shell Oil Company, G-18439, Herman Brown, et al., G—18479, John A. 
Newman, Operator, et al., G—18481 M. W. Crockett, et al., G—18522, Investors Syn- 
dicate of the Southwest, Inc., G—18590, Layton Brown Drilling Company, Inc., E. Layton 
Brown, Operator, G-18674, George K. Taggart, Jr., Operator, G—-18796, Callery Properties, 
Inc., G—18857, V. F. Neuhaus, G—18861, Clark Fuel Producing Company, Operator, et al., 
G-19052; Irwin and Bess, G—19297, Gregory Gallagher, G—19308 & G-—20385, Trice 
Production Company, G—19340, W. W. F. Oil Corporation, Operator, et al., G—19585, 
Texaco Seaboard Inc., G—18887, George Parker, G—19718, Amerada Petroleum Corpora- 
tion, G—20200, Continental Oil Company, G—20242, and Exeter Oil Company (issued in 
the name of Melba Production Company, G—11062) G—19064. 

% Huber v. F.P.C., footnote 18, supra. 

%The Sparta Oil Company, G—19964; McCurdy & McCurdy, G—18434, The British- 
American Oil Producing Company, G—18445; G. H. Vaughn, Jr., et al., G-18678; Richard 
King, Jr., G-18987. Also Southern Natural Gas Company has accepted its certificate 
which is unaffected by this proceeding. 

% Tidewater Oil Company, G—19971: Skelly Oil Company, G—20155; The Ohio Oil Com- 
pany, G—17896; Amerada Petroleum Corporation, G—-18346; Phillips Petroleum Company, 
G—18375 ; Getty Oil Company, Operator, et al., G-18378, Socony Mobil Oil Company, Inc., 
G-—18384; Socony Mobil Oil Company, Inc., Operator, G—-18385; Union Oil Company of 
California, G—18389; The Superior Oil Company, G—19129; The Pure Oil Company, 
G-—19140; Sunray Mid-Continent Oil Company, G-19803; The Superior Oil Company, 
G—20359 ; Texaco Seaboard Inc., G—20460; Diversa, Inc., G-20458; The Atlantic Refining 
Company, G—20492. 





FEDERAL POWER COMMISSION 685 


“minor contract additions”, ie., “spot purchases”, in amounts of 10,000 Mcf per 
day, or approximately 5 percent of its “direct purchase” requirements, we found 
that Coastal’s deliverability life would be 14 years, as of June 1, 1961.” 

The gas reserves attributable to the 16 producer dockets, referred to above, 
total 72,856,000 Mecf or 5.7 percent of Coastal’s direct purchase gas reserves of 
1,281,176,000 Mcf. Thus, if these reserves do not become available, the effect 
on Coastal’s deliverability life would be a reduction of approximately 1 year. 
Taking into account our withdrawal of the five certificates which have been 
accepted (see footnote 24), the reserves underlying these applications amount 
to 47,140 MMcf or 3.7 percent of the total reserves. It is apparent therefore, 
that the total uncommitted reserves decrease Coastal’s deliverability life by less 
than 2 years. Assuming future minor contract additions equaling 5 percent of 
the average daily requirements, which is not unreasonable in view of Coastal’s 
demonstrated ability to attach such supplies, 'the deliverability life of Coastal’s 
reserves would still be at least 12 years. This meets the Commission’s minimal 
supply standard for determining adequate gas reserves.” Of even greater per- 
suasion to us is the fact that 18 of the 21 sellers of the uncommitted gas executed 
contracts with Coastal for initial prices at or below the levels promulgated 
in Policy Statement 61-1. As set forth below, temporary authorization will be 
issued herein to each of the sellers of the uncommitted gas. However, the 
effectiveness of the pipelines’ certificates need not be, and is not, dependent upon 
the acceptance by the producers of such temporary authorizations. 


Matters Pertaining to Houston Teras’ Financing 


We have been advised by our staff, in the regular administration of Commis- 
sion affairs, that the Office of Accounting and Finance has completed a Section 
6 investigation of the “actual legitimate cost” of the applicants’ facilities. This 
investigation is centered upon a determination of original cost as the criterion 
to be used in establishing the “actual legitimate cost.” 

The investigation is an outgrowth of now pending Section 4(d) rate increase 
proceedings.* The staff, we have been apprised, has concluded that there was 
corporate affiliation, through joint stock ownership, between The Houston Cor- 
poration and the construction companies employed to build Houston Texas’ 
transmission facilities. Also there is extant the problem of the absence of arms- 
length bargaining in the negotiation and execution of the contracts employing 
the construction companies. In these circumstances, the staff anticipates that it 
will raise issues relating to the propriety of including interaffiliate construction 
profits, overheads and amounts recorded in franchises and consents aggregating 
over eleven million dollars in Account 101, Gas Plant in Service, of Houston 
Texas. 

We are not here deciding the issues which might be raised with respect to the 
Section 6 cost investigation and expressly defer such decision, if required, to the 
time we dispose of all the issues raised in the Section 4(d) rate proceeding. It 
is enough for present purposes, that under the certificate previously issued to 
Coastal and Houston Texas we retain the authority to pass upon their financing 
plans when submitted for final approval. 


% Stated in another way, five percent of Coastal’s claimed reserves of 1,281,176,000 
Mcf represents approximately 1 year of deliverability life. 

27 Peoples Gulf Coast Natural Gas Pipeline Co., et al., 24 FPC 1, 3. 

3 Houston Gas and Oil Corporation, Docket Nos. G—9262, RP61-3, Coastal Transmission 
Corporation, Docket Nos. G—9960, RP61—4. 
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City Gas Company 





City Gas alleges that the condition contained in ordering paragraph (B) (ii) 
requiring the execution of a service agreement between it and Houston Texas 
delimiting the service area of southwest Miami where it is presently serving 
natural gas customers, and providing further that City Gas will not make any 
further extension of its distribution system west of Galloway Road and SW. 
24th Street and SW. 72d Street is an attempt to regulate local distribution of nat- 
ural gas in violation of Section 1(b) of the Natural Gas Act, involves the subject 
matter of a complaint proceeding which is not a part of these proceedings,” is 
unsupported by substantial evidence or finding, and is illegal in that it imposes 
sanctions and restrictions upon City Gas without the benefit of notice or hearing. 

We find that in its application for rehearing City Gas sets forth no new facts 
or principles of law which were not fully considered and disposed of by the 
Commission upon adoption of its order of August 9, 1961, or which having now 
been considered warrant the vacation or modification of such order with respect 
to City Gas. 


The Commission finds: 





(1) It is appropriate in the administration of the Natural Gas Act that the 
order issued by the Commission on August 9, 1961, in this proceeding be modified 
as hereinafter provided. 

(2) The applications for rehearing set forth no new facts or principles of 
law which were not fully considered by the Commission when it adopted its 
order of August 9, 1961, or which having now been considered warrant any 
change or modification in said order except as hereinafter set forth. 

(3) It is necessary and appropriate in the administration of the Natural Gas 
Act that Exeter Oil Company, Docket No. G-19064, Gregory Gallagher, Docket 
No. G—20385 and all of the independent producer applicants listed in footnotes 
3, 24 and 25 be tendered temporary certificates of public convenience and neces- 
sity, as ordered and conditioned hereinbelow. 


The Commission orders: 





(A) The 53 certificates of public convenience and necessity issued to the in- 
dependent producers by the order of August 9, 1961, are hereby withdrawn and 
ordering paragraphs (D), (E), (G), (H), (1), and (L) of said order are hereby 
deleted. 

(B) The condition attached to the issuance of the certificates of public con- 
venience and necessity to Coastal Transmission Corporation and Houston Texas 
Gas and Oil Corporation in the order of August 9, 1961, requiring all inde- 
pendent producers to accept the certificates as granted them in said order, is 
hereby eliminated and ordering paragraph (B) (iii) of said order is hereby 
deleted. 

(C) Temporary certificates of public convenience and necessity for proposed 
sales of gas to Coastal are hereby issued to Exeter Oil Company, Docket No. 
G-19064, Gregory Gallagher, Docket No. G—20385 and all of the independent 
producer applicants listed in footnotes 3, 24, and 25 subject to the following 
conditions. 

(i) The initial prices pending further proceedings to be charged by Amerada 
Petroleum Corporation in Docket No. G-18346, Phillips Petroleum Company in 
Docket No. G-18375 and The British-American Oil Producing Company, Docket 
No. G—18445 for sales made in Southern Louisiana shall be no more than 21.25 
cents per Mcf at 15.025 psia including tax reimbursement. 


* Docket No. CP61-161. 
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(ii) Written acceptance of this authorization shall be made within 10 days 
hereof by a responsible official of each applicant. 

(iii) The Commission shall be advised of the date of commencement of de- 
liveries under rate schedules filed pursuant to this authority. 

(iv) This authorization and the acceptance of rate schedules filed pursuant 
thereto is without prejudice to such final dispositon, of each certificate applica- 
tion, as the record may require. Furthermore, once service is commenced under 
this authorization it may not be discontinued without permission of the Commis- 
sion issued pursuant to the provisions of the Natural Gas Act. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
L. J. O’Connor, Jr., and Charles R. Ross. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—16235; PACIFIC 
NORTHWEST PIPELINE CORPORATION, DOCKET NO. G—16237; COL- 
ORADO INTERSTATE GAS COMPANY, DOCKET NO. G—16904 


ORDER REVERSING RULINGS OF PRESIDING EXAMINER 
(Issued November 2, 1961) 


Tennessee California Gas Transmission Company and California Gas Trans- 
mission Company, interveners in the above-entitled cases and hereinafter referred 
to jointly as TennCal, appealed to the Commission from two rulings by the 
presiding examiner sustaining objections by counsel for Colorado Interstate 
Gas Company (CIG) to questions propounded on cross-examination by TennCal’s 
counsel. The examiner referred the appeals to us for determination pursuant 
te Section 1.28(a) of our Rules of Practice and Procedure. 

In designing its proposed rates for sales to El Paso Natural Gas Company 
at Green River, Wyoming, CIG employed a 3.75¢ differential in favor of pipeline 
sales in allocating commodity costs between its pipeline sales and its general 
and interruptible service. CIG’s objections, which were sustained by the exam- 
iner, were directed in both instances at questions which sought to probe the 
potential effect upon CIG’s revenues of the elimination of that 3.75¢ differential, 
which had been attacked by the Public Utility Commission of Colorado and 
by the City and County of Denver in earlier proceedings in these cases. The 
objections, which were made two days apart, were argued at great length over 
parts of four days. 

TennCal contended that because of the 3.75¢ differential in allocating com- 
modity costs, CIG is charging its customers in the Rocky Mountain region rates 
in excess of the cost of service; that the rates at which CIG proposes to sell 
gas to El Paso at Green River will yield revenues which will be less than the 
cost of service of such sales; that the deficiency in revenues from CIG’s sales 
to El Paso will be made up from CIG’s other customers; that if this Commission 
should order CIG to reduce its rates and charges to such other customers so as 
to eliminate said differential, CIG would experience a deficiency in revenues of 
approximately one million dollars on its sales to El Paso; and that if CIG 
should raise its rates on its sales to El Paso to eliminate the deficiency, the 
California customers served by El Paso will actually pay more for gas than 
appears in the present proposal. 

The proceedings in these cases were reopened by our “Order Granting Motions 
for Early Hearing” issued June 22, 1961. After the earlier proceedings in these 
cases we issued on December 27, 1960, an “Order Issuing Certificates of Public 
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Convenience and Necessity and Granting Applications under Section 7(b) of 
the Natural Gas Act” (24 FPC 1137), in which we took note of the 3.75¢ dif- 
ferential employed by CIG in designing its proposed rates for sales to El Paso 
and with reference thereto we said (24 FPC 1141) : 


We agree that the methods used by Colorado to arrive at its rates to El 
Paso should not be approved at this time, but it does not appear that a cor- 
rect analysis of Colorado’s cost of service would reach a substantially dif- 
ferent result. 

* * * * * * - 

We are of the opinion that Colorado’s proposed rates for service to El 
Paso may be accepted as initial rates, but without approving Colorado’s cost 
of service presentation, which can be more appropriately and accurately 
reviewed in a rate proceeding. 


CIG contended, by reference to the portions of our order of December 27, 1960, 
which are quoted above, that the issue of initial rates to be charged by CIG was 
settled by said order, that there has been no change in the rates proposed by CIG 
in the reopened hearing, and that therefore the “line of questioning” to which it 
objected was improper. The examiner concurred in CIG’s position and con- 
cluded “* * * that the question of what rates should be authorized as the proper 
initial rates is not within the limited scope of the rehearing.” 

It does not appear necessary that we decide at this time whether CIG’s pro- 
posed rates on sales to El Paso have been changed or not, since that question is 
not material in view of the conclusion which we reach. It is clear from our 
review of the relevant portions of the record, including the questions addressed 
to the witness, the witness’ answers and the arguments of counsel, that the 
objectives of the questions to which objections were made was to probe into the 
economic feasibility of the Rock Springs project. Whether that project is eco- 
nomically feasible or not has an important bearing on the financeability of the 
project also. Economic feasibility is an issue in every certificate proceeding and 
it is especially important in this proceeding which involves huge potential out- 
lays for construction and large volumes of sales of gas. Proposed rates are 
intimately connected with economic feasibility and are necessarily involved in 
arriving at a determination as to economic feasibilty. We must avoid drawing 
such a rigid limitation on inquiry into rates as will preclude necessary explora- 
tion of economic feasibility. Just how far examination into rates should be 
allowed in a certificate proceeding depends upon a careful weighing of all rele- 
vant circumstances and cannot be stated as a definitive rule applicable in all 
circumstances without modification. That is particularly true under the facts 
in the instant proceedings. 

Upon careful consideration of the record, we find further that the questions to 
which objections were sustained should have been allowed and that therefore 
the examiner’s rulings should be reversed. 

Our action reversing the examiner’s rulings is not to be construed as any 
reflection upon the manner in which he has conducted the hearing in the pro- 
ceedings. We understand the position in which he has been placed. These are 
reopened proceedings, with a long prior history. In the reopened proceedings 
TennCal was permitted to intervene after the hearing in the reopened proceedings 
had been commenced and to raise issues not present in the earlier proceedings. 
We are aware of the fact that the present examiner has attempted to delimit the 
issues to the fullest extent possible consonant with other orders which have been 
issued in the proceedings. The action we take here is out of an abundance of 
caution so as to preclude any possible question of “due process.” 


1 The same examiner did not preside at the earlier hearing. 
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The Commission orders: 


The presiding examiner’s rulings from which the appeals herein were taken 
are hereby reversed. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


HASSIE HUNT TRUST, OPERATOR, ET AL., DOCKET NO. G-—19115; H. L. 
HUNT, OPERATOR, ET AL., DOCKET NO. G-19116; HUNT OIL COMPANY, 
DOCKET NO. G-19117; WILLIAM HERBERT HUNT TRUST ESTATE, 
OPERATOR, DOCKET NO. G-19118; LAMAR HUNT TRUST ESTATE, 
DOCKET NO. G-19119; GEORGE W. GRAHAM, INC., OPERATOR, ET AL., 
DOCKET NO. G-19123; PLACID OIL COMPANY, OPERATOR, ET AL., 
DOCKET NOS. G-—19124, G-19125 


ORDER GRANTING INTERVENTION, SETTING ASIDE CERTIFICATES AND ISSUING 
TEMPORARY AUTHORIZATIONS 


(Issued November 2, 1961) * 


By order in the above-entitled dockets, 24 FPC 1, as amended 24 FPC 106, 
we issued certificates of public convenience and necessity to the above-listed 
independent producers, authorizing sales of natural gas in interstate commerce 
for resale, together with the construction and operation of any facilities subject 
to the jurisdiction of the Commission used for the sale of natural gas by them 
in interstate commerce. 

Certificates were issued to Hunt Oil Co., William Herbert Hunt Trust Estate, 
Lamar Hunt Trust Estate, George W. Graham, Inc., and Placid Oil Company for 
sales from Aransas County in Texas Railroad District No. 4, and Calhoun County 
in Texas Railroad District No. 2 conditioned upon the filing of revised contracts 
providing for an initial price of 18 cents per Mcf. Certificates were issued to 
Hassie Hunt Trust, Operator, et al., Hunt Oil Company, William Herbert Hunt 
Trust Estate, Lamar Hunt Trust Estate, George W. Graham, Inc., and Placid 
Oil Company for sales from Galveston and Brazoria Counties in Texas Railroad 
District No. 3 conditioned upon the filing of contracts providing for an initial 
price of 20 cents per Mcf with an escalation of 3 cents per Mcf after 10 years, 
rather than the 4-year period which had been in the initial contract upon which 
certification had been sought. (24 FPC 106, 107). Contracts were filed as 
Rate Schedules in accordance with conditioned certificates and service of natural 
gas was begun thereunder by each of the above-named producers. 

On February 10, 1960, The Public Service Commission of the State of New York 
(PSC) filed a notice of intervention in the above named proceedings. Interven- 
tion was denied on March 21, 1960. PSC’s application for rehearing was denied 
by order of the Commission issued May 5, 1960. On July 1, 1960 PSC filed a 
petition for review of these orders in the United States Court of Appeals for 
the District of Columbia Circuit. In Public Service Commission of New York v. 
F.P.C., CADC No. 15854, decided June 15, 1961, the Court set aside our orders 
and remanded the cases for further proceedings. 

In light of the Court’s decision, we find that PSC should be permitted to inter- 
vene in all of the above-entitled dockets, that the certificates heretofore issued 
to the independent producers listed above in these proceedings should be set 
aside, that PSC should be granted opportunity to present its position and that 
redetermination be made of the issues presented in these proceedings. 


*Rehearing denied by order issued December 28, 1961, 26 FPC 930. Affirmed, 334 
¥.. 2d 474 (CA5-—1964). 
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Such redetermination cannot immediately be accomplished. In the interim, in 
light of the obligation of the above-listed producers to continue service, in view 
of the requirement that any abandonment of such service be accomplished only 
after permission is granted under Section 7(b) of the Natural Gas Act, we shall 
temporarily authorize the continuation of sale herein, so that the producers 
shall not be in violation of the Act. We recognize that the producers commenced 
deliveries of gas in these proceedings in good faith. However, until such time 
as a final decision is rendered herein, we shall condition the temporary author- 
izations issued herein by requiring the refund to Natural Gas Pipeline Company 
of America? of any amounts collected after the date of issuance of this order in 
excess of the amount computed at the rate determined to be required by the 
public convenience and necessity in such further procedings as may be held in 
this matter. 

The Commission further finds: 


It is desirable to allow the Public Service Commission of the State of New 
York to intervene as requested in the various above-listed dockets in this pro- 
ceeding in order that it may establish the facts and law from which the nature 
and validity of its alleged rights and interests may be determined and show 
what further action may be appropriate under the circumstances in the adminis- 
tration of the Natural Gas Act. 

The Commission orders: 


(A) The Public Service Commission of the State of New York be and it is 
hereby permitted to become an intervener as requested in the above-listed dockets 
in this proceeding subject to the rules and regulations of the Commission: Pro- 
vided, however, that the participation of such intervener shall be limited to 
matters affecting asserted rights and interests as specifically set forth in said 
notice of intervention and application for rehearing and Provided, further, that 
the admission of the Public Service Commission of the State of New York shall 
not be construed as recognition by the Commission that it might be aggrieved 
because of any order or orders of the Commission entered in this proceeding. 

(B) The Public Service Commission of the State of New York shall submit on 
or before November 30, 1961, a statement setting forth the issues it finds in the 
proceeding, its position thereon and an outline of the evidence which it will 
present in support of said position. 

(C) Our order of July 1, 1960, as amended on July 29, 1960, is hereby set 
aside insofar as it issues permanent certificates of public convenience and neces- 
sity in Docket Nos. G-19115, G-19116, G-—19117, G-19118, G-—19119, G-—19123, 
G-19124 and G—19125. 

(D) Temporary authorization is hereby issued to Hassie Hunt Trust, Oper- 
ator, et al., in Docket No. G-19115, H. L. Hunt, Operator, et al., in Docket No. 
G-19116, Hunt Oil Company in Docket No. G-19117, William Herbert Hunt Trust 
Estate, Operator, in Docket No. G-19118, Lamar Hunt Trust Estate in Docket 
No. G-19119, George W. Graham, Inc., Operator, et al., in Docket No. G—19123 
and Placid Oil Company, Operator, et al., in Docket Nos. G—-19124 and G—19125 
upon the conditions (1) that each producer refund to Natural Gas Pipeline 
Company of America any amounts collected after the date of issuance of this 
order in excess of the amount computed at the rate determined to be required by 
the public convenience and necessity in the above-listed proceeding; (2) that 
the initial rates set forth in our order of July 29, 1960, 24 FPC 106, shall remain 
in effect until changed by Commission order in this proceeding. 


1 Natural Gas Pipeline Company of America became the successor to Peoples Gulf 
Coast Natural Gas Pipeline Company by merger effective October 10, 1960. 
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(E) The Secretary of the Commission is hereby directed to file a copy of this 
order as part of the applicable rate schedule for each of the above listed inde- 
pendent producers. 


CITY OF MUSCLE SHOALS, ALABAMA, DOCKET NO. CP60-119 
DECISION 


UPON APPLICATION UNDER SECTION 7(&) OF THE NATURAL GAS ACT 
FOR ORDER DIRECTING INTERCONNECTION AND SALE 


(Issued October 3, 1961) * 
Syllabus 


1. Commission denies application of City of Muscle Shoals, Alabama, for an 
order under Section 7(a) of the Natural Gas Act requiring Alabama- 
Tennessee to interconnect its facilities with City’s proposed facilities and 
sell City its natural gas requirements since City’s proposal was found 
economically and financially unfeasible. P. 699. 


Camper O’Neal for the City of Muscle Shoals, Alabama. 

Albert J. Feigen for Alabama-Tennessee Natural Gas Company. 

Reuben Goldberg and George Spiegel for the City of Huntsville, Alabama. 
Agnes Mae Wilson for the Staff of the Federal Power Commission. 


Marsu, Presiding Examiner: This proceeding arises under Section 7(a) of 
the Natural Gas Act and was initiated with the filing by the city of Muscle 
Shoals, Alabama (City or Applicant) of an application (as supplemented) in 
accordance therewith seeking an order directing Alabama-Tennessee Natural 
Gas Company (Alabama-Tennessee) to establish physical connection of the 
latter’s transportation facilities with, and sell natural gas to, the Applicant 
for distribution and resale in the city of Muscle Shoals and the surrounding area. 
Alabama-Tennessee is a natural-gas pipeline company subject to the jurisdiction 
of the Federal Power Commission and the city of Muscle Shoals is a municipal 
corporation organized under the laws of the State of Alabama and legally au- 
thorized to engage in the local distribution of natural gas to the public. 

Alabama-Tennessee filed answer to the application raising questions as to the 
economic feasibility of the project and requesting a formal hearing on the issues 
raised by the application. 

Following the publication and service of notice of the filing of the application 
and fixing a date for hearing both Alabama-Tennessee and the city of Huntsville, 
Alabama (Huntsville) filed petitions to intervene. Thereafter the Commission 
by order dated March 3, 1961, authorized those petitioners to intervene in the 
proceeding. Pursuant to the notice above referred to, the matter came on for 
hearing and was heard before the undersigned. Following the conclusion of 
the hearing briefs were filed by the Applicant, Alabama-Tennessee, the city of 
Huntsville and the Staff of the Commission. 

The issues are (1) whether the physical connection of Alabama-Tennessee’s 
facilities with the facilities of, and the sale to, the City, an order for which is 


*No exceptions to the initial decision having been filed or review initiated by the 
Commission, the decision became effective on November 2, 1961, as the final decision and 
order of the Commission. 
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sought herein, is necessary or desirable in the public interest, and (2) if so, 
would such interconnection and sale place an undue burden upon the pipeline 
company or “impair its ability to render adequate service to its customers.” 

The Applicant contends that it has established by affirmative proof the neces- 
sity and desirability of the proposed project, and that the service requested 
will not impair Alabama-Tennessee’s ability to serve any of its other customers. 
Alabama-Tennessee has consistently taken the position that it would be willing 
to provide natural gas service to the City, but that (1) the City has failed to 
establish the economic and financial feasibility of the project and that (2) unless 
Alabama-Tennessee is relieved of its commitment to Huntsville to a sufficient 
extent it will have no supply of gas for this service. 

Huntsville contends that it is entitled “under its service agreement with 
Alabama-Tennessee, in accordance with the legal orders of the Commission,” 
to purchase from Alabama-Tennessee, and Alabama-Tennessee is required to 
sell to the city of Huntsville a maximum day volume of 19,500 Mcf; that this 
allocation to Huntsville cannot be changed in this proceeding and that there 
is no evidence in this record to support such a reduction. 

The Staff contends that Alabama-Tennessee has an adequate supply of gas, 
but that the economic feasibility of the project has not been established and 
the Staff, therefore, recommends the denial of the application. 

Proof of necessity and desirability under Section 7(a) of the Act has rather 
consistently required some proof of the economic and engineering feasibility of 
the proposed project. 

There is located within the city limits of Muscle Shoals a high pressure 
natural-gas transmission line which is owned and operated by Alabama-Tennes- 
see. The City proposes an interconnection of its proposed facilities with this 
line and to purchase and receive from the pipeline the gas needed for the service 
of the City’s proposed distribution system. 

The City’s proposed gas system would consist of 4%4’’ O.D. and 31%4’”’ O.D. 
standard weight steel transmission mains which would interconnect with 
Alabama-Tennessee’s transmission line above described near the west boundary 
of the City, and distribution mains in varying sizes to transport the gas to the 
property of the City’s customers. These distribution mains would cover the 
built-up areas of the City and areas of its future development. Gas would be 
taken at the point of interconnection at a pressure of 200 pounds psi. It would 
be metered there by the seller and then reduced to 50 pounds pressure. At inter- 
mediate points small regulator stations would be installed which would again 
reduce the pressure. House service would be at about a 4-ounce pressure. 

In addition, the system would include field regulators, safety and other valves 
and other necessary appurtenances. The total construction cost of the project 
was estimated at $254,847 and to procure the funds with which to construct 
the project, the City proposes to sell revenue bonds in the principal amount 
of $335,000 to be amortized over a period of 30 years and bearing interest at 5.5 
percent. 

It was estimated that 210 days would be required for the construction. 

The city of Muscle Shoals is situated on the south bank of the Tennessee River 
immediately downstream from TVA’s Wilson dam. On the north side of the 
river lies the city of Florence. The corporate limits of the cities of Sheffield 
and Tuscumbia are contiguous to those of Muscle Shoals. Florence, Sheffield 
and Tuscumbia constitute what are called the Tri-cities of North Alabama. 

The population of the City was 719 in 1930, 1,113 in 1940, 1,937 in 1950 and 
preliminary figures for 1960 show 4,084. The testimony is that while the City 
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was originally agricultural it is now predominantly industrial. A partial list 
of larger industrial enterprises in and near the City, that is to say in the 
immediate area, shows 11 such enterprises employing from 100 to 2,269 persons. 
There are within the City eight churches and three schools and another is under 
construction. The City owns and operates within the city limits its own water 
system and an electric distribution system which serves both the City and the 
adjacent area. The number of its water customers has grown from 592 in 
April of 1958 to 1,094 in January of 1961. Its electrical customers have grown 
in number from 944 in 1957 to an estimated 1,726 in 1961. The assessed valua- 
tion as of November 1959 for the city of Muscle Shoals was $3,135,255. The total 
assessed valuation for school purposes as of November 1959 was $4,537,010. 

The City employed, to prepare a market survey and to design a gas distribu- 
tion system, a professional engineer who has since 1950 been associated with a 
firm of consulting engineers. This witness testified that he was experienced in 
making surveys and reports for water, sewerage and storm sewer systems and 
urban renewals; that he had designed gas distribution systems for subdivisions, 
urban renewal projects and low-rent development projects; that he had been 
closely associated with the cities of Tuscumbia and Sheffield, Alabama as their 
City engineer. 

Under this witness’ immediate supervision, control and instruction, two field 
surveys were made (one in 1958, another in 1959) by four regular employees of 
his firm and those field surveys were verified by the witness. The market 
surveys included consideration, based upon present statistics, of estimated future 
growth in population, in number of structures and potential customers presently 
and in the future. They showed that there were, as of January 1960, 1,114 
houses within the city limits, and the testimony shows that between then and 
March 1961, 150 additional houses had been constructed. Evidence available to 
the engineer indicated that approximately 55 percent of all the general service 
houses in the area are heated by electricity supplied by the adjacent TVA 
project. (The remaining 45 percent of all houses in the immediate area are 
heated by other means, namely, coal, wood, bottled gas or liquid fuel. 

It was assumed then that the potential general service gas customers in 
Muscle Shoals equal 50 percent of the total number of dwelling units in any 
year. On this assumption there are now 557 such general service customers 
and by 1990 there would be 1,465. 

Employees of the City under the supervision of the consulting engineer made 
a house-to-house visit to 650 dwelling units and the results of that canvass were 
given consideration in the making of the estimates as to potential gas customers 
and their requirements. Approximately 50 percent stated that they would use 
gas for space heating, between 17 and 18 percent said they would use it for 
cooking and about the same number would use it for cooking and water heating. 
This study revealed that 75 percent of the potential domestic customers would 
convert to gas for space heating in the first year of the municipal plant’s opera- 
tion. Thus it was estimated that there would be attached to the system 418 
domestic customers in the first, 503 in the second, 588 in the third, 672 in the 
fourth, 757 in the fifth and 828 in the sixth year. Small commercial customers, 
including churches and business buildings, numbered 85. Of this number, 51 
were expected to attach in the first year, the number increasing to 70 in the 
sixth year. The total number of customers expressed in percent of the present 
number of building units in the area were estimated at 42.4 percent in the first 
year, 50.5 percent in the second year, and 58.5 percent in the third year. Only 


one industrial plant was included among the City’s potential industrial 
customers. 
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In estimating the consumption of gas by the City’s system, its potential cus- 
tomers were placed in four classifications : 
. General Service (residential). 
. Small commercial. 
. Schools. 
. Large commercial. 


General service customers were further divided into Type A and Type B. 
Type A customers represent the larger, better insulated houses occupied by 
persons having average or better incomes. They represent approximately 90 
percent of the combined total. It was assumed that 82.5 percent of the antici- 
pated general service customers would use gas for space heating and that the 
remainder would also use it for water heating and cooking. It was also 
assumed that 80 percent of the small commercial customers would use gas 
for space heating and that 20 percent would use gas for space heating and 
general purposes. 

The engineer assumed that the residential base load of Type A customers 
who used gas for other than space heating would be 31 Mcf per year, and that 
Type B customers would use 24 Mcf per year in addition to the space heating 
requirements. It was assumed that the small commercial customer would 
use 214 times as much gas as the Type A general service customer, and it was 
estimated that three schools would use 5,000 Mcf a year for space heating and 
2,500 Mcf a year for general usage. The annual requirements of the one large 
commercial industrial plant the City proposes to serve would be about 89,000 
Mcf. For this customer a peak day of 330 was indicated and the average peak 
day on an average 74 percent load factor would be 329.5 Mcf. 

In estimating annual gas consumption and purchases per customer for space 
heating only, the City used 79.6 Mcf each for Type A Residential, 50.7 Mcf 
each for Type B Residential, and 199.0 each for small commercial customers. 
It used for Type A and Type B customers for space heating, water heating 
and cooking 110.6 and 74.7 Mcf each respectively. The space heating and gen- 
eral usage for small commercial customers was 276.5 Mcf each. School use 
was estimated at 7,500 Mcf and large commercial, 89,000 Mcf. 

The total gas purchases for the first, second and third year of operations 
were estimated at 145,948 Mcf, 154,246 Mcf and 162,288 Mcf, respectively. 

In arriving at his estimates of gas requirements, the City’s witness used the 
Degree Day Deficiency Method, and employed an average degree day deficiency 
of 3,050. This figure, based on a 28.4 degree mean temperature, was obtained 
from records of the Tennessee Valley Authority and was, the City’s witness 
said, substantiated by the gas system records of the City of Tuscumbia. Rec- 
ords of TVA indicate that the long-term average coldest month will represent 
24 percent of the total degree days of the year. Peak day requirements for 
base load were predicated on a loan factor of 80 percent, space heating, 23.0 
percent, schools 30.0 percent and large commercial customers, 74 percent. The 
estimated average load factor for the system during the life of the bond issue 
is estimated at approximately 42 percent. 

The engineer estimated that a Type A residential consumer would, on a 
peak day, use a maximum of 0.948 Mcf for space heating; that a Type B resi- 
dential customer would use 0.608 Mcf and the small commercial customer 2.38 
Mcf. As he calculated them, the peak day consumption and purchases in Mcf 
of gas would be as follows: 





FEDERAL POWER COMMISSION 695 


Year of operation 





Ist | 2d } 3d 

Type A Residential: | Mef | Mef | Mef 
Space heating only @ 0.948 Mef ea. .....-....-..---.----...---.......- | 294 | 355 414 
Space heating, water heating and cooking @ 1.060 Mcf ea_..-.....--.. | 70 83 | 97 
titi satin trtetatilsdianjtelaitstcccinlegetieperted tity Wisi aiteaiineaiaaeblenmas | 364 438 511 
Type B Residential: Se 
Space heating only @ 0.608 Mef ea. ..........-..---.-......-.....-...- | 21 25 30 
Space heating, water heating and cooking @ 0.674 Mcfea__ .-.....-..- 5 6 | 7 
a sicbtibbiaicscnmnedbnindidieiakiniienstniloianapalindiitiinmm ibs 26 31 37 
Small Commercial: ret | e x ee facie 
Space heating only @ 2.30 Mef ea.................--......-.--- 2206200. } 97 | 107 | 114 
Space heating, general usage @ 2.60 Mef ea_...........---.------..---- | 27 29 | 31 








A NN te iy 912} 1003 | 1091 
ee Se I Bi ittniderncuscedtionssadatddetimbnsiedenniihaene 27 30 | 33 
MA Tie Se RR icici cic. acsenwemcamain thal 939 1033 | 1124 

t 








The City proposes to purchase its entire supply of gas from Alabama-Tennessee 
on the basis of rates equal to those paid by the City of Tuscumbia, Alabama. 
They are as follows: 


CG ses ti sac insictiincncl enact $0.2870 per Mcf for all gas used. 
IE icnicciccitaicsintpinisesnitntnaentonainigac 3.55 per Mcf of peak day per month. 


Applying these rates to the estimated peak and annual amounts of gas de- 
termined as above and adding thereto the operational expense, the City deter- 
mined the total cost of service for each of the years 1961 to 1989 both inclusive. 

As developed by the City’s engineer the total annual purchases, total peak day 
purchases, the total cost of gas, annual operational expenses and total expenses 
for the City’s proposed system for the first 3 years of operations are as follows: 


Year of operation 


| 











: ees eRe Dae 
| | 
Total Annual Gas Purchases (Mef) _- J -| 145,948 | 154, 246 | 
Total Peak Day Gas Purchases (Mcf) aS 939 | 1, 033 | 
ee I aiercsntinanincictraciswisidlihanicintebiciinintinntaleatilits --| $81,888 | $88,274 | 
Operational Expenses “ 5, 676 | 6, 756 | 
DEE SIE, cncccmniisessuntssoussectiicneniinenaneeninecnsnennnad 87, 564 


95, 030 | 





The City’s engineering consultant proposed monthly rates for the gas sold to 
its customers as follows: 


ERE BOO CU Ga icin cciisteneeecenininltnnapecimaias $1. 20 per 1,000 cu. ft. 
BN ae ee 1. 20 per 1,000 cu. ft. 
POOE DA Ce Fai ica rntiicctinmianand 1. 15 per 1,000 cu. ft. 
INGEE SROOO CORRE, Belen ccniinnnnine 1. 00 per 1,000 cu. ft. 
All over 50,000 cubic feet................... . 80 per cu. ft. 


Minimum monthly bill $1.20. 


A commercial and industrial rate available to nonresidential customers con- 
suming 50,000 cubic feet a day or more would have a demand charge of $4.55 
per 100 cubic feet, and a commodity charge of $0.34 per 1,000 cubic feet of all 
gas used. 
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The City submitted for the record a tabulation showing Total Revenue, Net 
Revenue Available for Debt Service, Principal Payment, Remaining Principal, 
Interest at 5144 percent, Total Debt Service and Net Profit. This schedule shows 
that the interest and sinking fund coverage based on the third full year of op- 
erations would be 1.51 times. As has already been noted the City proposes is- 
suance of $335,000 par value of 30-year revenue bonds bearing interest at 5% 
percent. 

The evidence shows that the annual costs to a consumer of natural gas under 
the rates set out above would be less than the cost of fuel oil, electricity, butane 
or propane. 

There appeared as a witness for the City, a partner in a Birmingham invest- 
ment banking firm who had acted as fiscal agent in the marketing of millions of 
dollars worth of bonds of this kind. This witness testified that after reading 
the engineer’s report, he was of the opinion that the $335,000 bond issue de- 
scribed above is salable on the current market. 

Although Alabama-Tennessee has consistently indicated its willingness to 
provide natural gas service to the City if the feasibility of its project is estab- 
lished, the pipeline contends that the City’s proposed project is not economically 
feasible, that the City’s engineering exhibit is only preliminary, that the engi- 
neer’s development of population trends is not reliable, that the use by the City’s 
engineering witness of averages in arriving at his market estimates and revenues, 
his estimate of annual peak day requirements, his estimate of potential cus- 
tomers and even his unit cost prices reduce the accuracy of his estimates; and 
that no consideration was given by the City’s witness to electric heating satura- 
tion. 

Alabama-Tennessee contends that the City’s debt service coverage ratio based 
on third-year volumes is a marginal 1.51, but that if significant errors are 
corrected the coverage would be greatly reduced. 

Alabama-Tennessee’s Manager of Sales testified that he had made a very 
preliminary check of certain information in the engineering report and he had 
found in the area a total of 1,241 residences, 82 small commercial customers and 
three public schools. But, of those residences 113 were more distant than 500 
feet from the proposed system and 108 were substandard. Neither of these 
groups were, he thought, potential gas customers. 

The pipeline company’s witness testified that the City’s use of the average 
degree day deficiency of 3,050 was clearly erroneous. The City’s witness on 
cross-examination had agreed that the coldest day last winter in the Muscle 
Shoals area was between 15° and 20° F.; that if the temperature were to drop 
to a mean of 20°; the City would have to buy about 25 percent more gas than 
he had estimated. Alabama-Tennessee’s witness, therefore, undertook to adjust 
the method of calculating the peak day requirements with particular reference 
to Type A, Type B and small commercial customers. He based his peak day 
requirements on a 45° day deficiency or a 20° mean temperature. He used for 
large commercial 366 Mcf demand charge instead of 330 Mcf used by the City, 
that being the most recent maximum peak day for this customer. 

Alabama-Tennessee also offered evidence showing the minimum mean tem- 
perature recorded by the United States Weather Bureau in Muscle Shoals in 
the 20-year period 1939 to 1959 inclusive. This data shows annual minimum 
mean temperatures varying from 7° in 1939 to 33° in 1949. The mean of the 
minimum mean temperatures thus recorded was 20.5°. 

Using a mean temperature of 20°, and thus a 45° day deficiency, in lieu of the 
28.4° or 3,050° day deficiency used by the City’s witness, Alabama-Tennessee’s 
witness computed the Muscle Shoals, Alabama, Five-Year Load Study, peak day 
consumption and purchase in Mcf as follows: 
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Year of operation 


ist | 24 | 3d | 4th 























| 
| | 5th 
| | | = 
A | 
Type A Residential: | Mef | Mef | Mef | Mef Mef 
Space heating only @ 1.17 Mef ea............-.-----.------ | 363 438 | 511 | 584 658 
Space heating, water heating and cooking @ 1.276 Mcfea --| 84 101 | 117 | 135 | 152 
| - —— —| ——| — 
WS gre asso chan naccendeeerecacct caseans | 447] 539} 628] 719 | 810 
eee eee eee 
Type B Residential: | | 
Space heating only @ 0.765 Mef ea_..........-------------- | 27 | 31 | 36 | 42 4s 
Space heating, water heating and cooking @ 0.848 Mefea____| 6 | 8 | 10 | 10 ll 
in clicid cist clan Snachcatindlt plcediedaleadtiditiais | 33} = 39} = 6 |_| 59 
Small Commercial: 
Space heating only @ 2.92 Mcf ea_._.......---...-....--.-- 120 132 140 146 | 158 
Space heating and General Usage @ 3.19 Mef_......-..---- } 32 35 38 41 | 41 
} | |— -|- aos 
I ak cd peed cle i reed 152|  167|  178| +187 | 199 
Schools at a total of 68 Mef................----......-.--.....- 68 68 68 68 | 68 
ey Ge Ot i aide inecdnccnistiatunnbatctnwtndins | 366 366 366 | 366 | 366 
a ae te lt | 1,066 | 1,179] 1,286 | 1,392 | 1,502 
Loss and Unaccounted for at 3%...................-..-..---.. 32 | 35 | 39 | 42 | 45 
| | 
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1,214 | 1, 325 | 1,434} 1,547 

The demand cost for peak day consumption and purchases as set out above 
would thus increase from $40,001 to $46,775 in the first year; from $44,006 to 
$51,716 in the second year; from $47,882 to $56,445 in the third year; from 
$51,588 to $61,088 in the fourth year; from $55,550 to $65,902 in the fifth year. 

Assuming that the commodity costs and operational expenses employed by the 
City’s witness were actually experienced the total expense would increase from 
$87,564 to $94,338 in the first year; from $95,030 to $102,740 in the second year; 
from $102,283 to $110,846 in the third year; from $109,283 to $118,783 in the 
fourth year; from $116,597 to $126,949 in the fifth year. 

In response to this the City asserts that Alabama-Tennessee’s witness errone- 
ously assumed that space heating equipment operates at the same rate of effi- 
ciency no matter what the temperature may be. The City, however, offered 
no evidence to offset or correct this error or to show how significant this error 
would be. 

Alabama-Tennessee’s witness also recomputed the annual revenues from the 
three schools arriving at a maximum of $6,487.56 instead of $9,375, as the City 
had estimated. This error in calculation appears to be conceded by the City. 
Adjusting the revenues and expenses to the 20 percent mean day in lieu of the 
28.4 percent mean day used by the City, indicates net revenues of $661,523 
as compared with total debt service of $620,175. The coverage under those 
circumstances would be only 1.07 times as compared with the original estimate 
of 1.51 times. 

The City proposes gas service to the Muscle Shoals plant of Robbins Tire 
and Rubber Company, and included in the net revenue available to the City 
from the proposed gas system is $7,875 per year “gross profit” from the sale to 
Robbins Tire and Rubber Company. Thus, the coverage of 1.51 times is de- 
pendent to that extent upon a firm contract with the Robbins Muscle Shoals 
plant. But the City has no contract with Robbins Tire and Rubber Company 
for the purchase of gas. 

The Robbins’ interests own and operate two plants, one the Robbins Floor 
Products Plant and the other what is known as Robbins Plant No. 1, sometimes 
referred to as the Tire & Rubber Plant. The first lies within the City of Tus- 
cumbia and some 2,700 feet west of the Muscle Shoals city boundary. The 
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second is situated in the City of Muscle Shoals, about 1,250 feet east of that 
boundary. Both are served by The Water Works and Gas Board of the City 
of Tuscumbia from a pipeline which extends in an easterly direction from a sales 
meter station located some 1,200 feet west of the Floor Products Plant to Rob- 
bins Plant No. 1. It appears that that portion of the pipeline which lies east 
of the Tuscumbia corporate limits was built and is owned and operated by 
Robbins. The gas sold and delivered to the two Robbins plants is metered at 
the metering station referred to above. 

The city of Tuscumbia has, from the town of Muscle Shoals, a perpetual 
franchise to use the streets or public property of the town for the purpose of 
constructing and maintaining a gas distribution pipeline from the common city 
line to Robbins Plant No. 1 in Muscle Shoals. The franchise provides, however, 
that should the town of Muscle Shoals at any time in the future enter into the 
business of furnishing natural gas to its inhabitants then in that event the 
franchise shall terminate, provided that the town of Muscle Shoals shall be in 
a position to sell natural gas to Robbins at the same or a lower rate than that 
charged at that time by The Water Works and Gas Board of the City. 

Muscle Shoals proposes to serve the Robbins No. 1 plant at the same rate as 
is charged for the service by Tuscumbia. The peak day of the Robbins plants on 
the day of maximum purchase from the City of Tuscumbia was 223 Mcf and the 
maximum coincidental peak of these plants was 366 Mcf. The Robbins peak day 
used in the City’s estimates of demands and also of its costs of gas and revenues 
reflect a peak demand of 330 Mcf. 

As has been said, the City has no contract with Robbins. However, in response 
to a letter from the Mayor of Muscle Shoals requesting a statement from Robbins 
that, providing gas pressures, gas qualities, gas quantities and gas rates were 
equal to those already existing between the company and the City of Muscle 
Shoals the company would be willing for the City of Muscle Shoals to serve 
Plant No. 1, the company replied : 


We certainly have no objections to the city of Muscle Shoals being our 
supplier of natural gas as long as the type, service, rates, etc. as mentioned 
in your letter are the same. 


The evidence adduced by Alabama-Tennessee is that if Muscle Shoals serves 
the Robbins Plant No. 1 at the same rate as that charged by Tuscumbia the loss 
of diversity arising from service from two rather than a single supplier would 
result in an increase of approximately $7,300 a year in Robbins’ annual fuel costs. 
Such a difference in total cost would hardly meet the terms of the franchise or 
the letter from Robbins quoted above. 

Alabama-Tennessee points also to the fact that the City’s engineer’s exhibit 
represents only a preliminary and tentative study, and contends that the City’s 
development of population trends is not reliable. Those contentions need be 
given no further consideration here. There is, however, another point which 
must be mentioned. 

Alabama-Tennessee questions the validity of the City’s estimates of the 
demands upon its system because of lack of consideration given to electric heat- 
ing saturation. 

In making his estimates of the number of customers who would attach, the 
City’s witness made comparisons of the experience of Sheffield and Tuscumbia. 
As we have seen, 55 percent was used as the saturation of electric space heating 
in the immediate area. Information published by T.V.A. in January 1960 
showed, however, that the electric space heating saturation in Sheffield was only 
19.9 percent, in Tuscumbia, 21.0 percent and in Muscle Shoals, 60.0 percent. 
These figures raise serious question as to the validity of the City’s estimates. 
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Apparently in an effort to bolster its earlier estimates the City would now 
include an appropriate percentage of the 150 new structures shown to have 
been built since the last of the surveys. The City also refers to its effort to 
cause the record to be reopened to submit documentary evidence relating to pos- 
sible purchases for an airport. It does not appear, however, that either would 
exert a substantial or material effect upon the economic feasibility of the City’s 
project. 

Muscle Shoals is the only town in the area which does not have gas service. 
Thus, it appears that the Applicant and its residents are being denied, to their 
detriment, that which is enjoyed by the public of other areas similarly situated. 
Cf. Kansas Pipe Line and Gas Company et al., 2 FPC 29. 

But in that connection Muscle Shoals’ high electric saturation as compared 
with the other nearby towns is of considerable significance. The evidence also 
shows that some of those towns which have installed gas distribution systems 
have encountered difficulty in meeting interest and sinking fund payments on 
bond issues. From the beginning the Commission has insisted that an applicant 
for a certificate of public convenience and necessity possess adequate financial 
resources. 

It is possible that the issuance by this Commission of a certificate of public 
convenience and necessity may be taken by potential purchasers of bonds as 
assurance of the financial soundness of the proposal. While this is, of course, 
an erroneous conception, that it may exist is a factor which deserves considera- 
tion. In Panhandle Eastern Pipe Line Company et al., 15 FPC 1421, the Com- 
mission discussed at some length appropriate criteria for the determination of 
financial and economic feasibility. Debt service coverage ratios were found to 
be an important consideration. There is implicit in the Commission’s remarks 
that a 30-year bond maturity schedule requires a minimum third-year coverage 
of 1.50 times requirements. That coverage is not apparent here. 

The evidence of record raises serious doubt that the estimated revenues will 
produce earnings sufficient to meet interest payments and reduce the debt as the 
City’s proposal contemplates. 

In the light of that conclusion, it is unnecessary to consider the question 
whether the interconnection and sale, authorization for which is sought herein, 
would place an undue burden upon Alabama-Tennessee or impair that pipeline’s 
ability to render adequate service to its customers. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced and the briefs and arguments of 
counsel, it is found and concluded, in addition to the findings and conclusions 
above set out, that: 

(1) The city of Muscle Shoals is a municipality legally authorized to engage 
in the local distribution of natural or artificial gas to the public within the pur- 
view of Section 7(a) of the Natural Gas Act. 

(2) Alabama-Tennessee Natural Gas Company is a natural-gas company 
within the meaning of the Natural Gas Act and specifically Section 7(a) thereof. 

(3) The city of Muscle Shoals has not established by relevant probative 
evidence that it is necessary or desirable in the public interest to direct Alabama- 
Tennessee to establish physical connection of its transportation facilities with 
the facilities proposed to be constructed by the City and to sell the latter its 
natural-gas requirements. 

(4) The application herein (as supplemented) should be denied. 


1 Of. Carolina Natural Gas Corporation, 10 FPC 515. 
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ORDER 


WHEREFORE, Ir IS ORDERED, subject to review by the Commission on appeal, 
or review by the Commission on its own motion, as provided in its Rules of 
Practice and Procedure, that: 

(A) The application (as supplemented) filed herein is denied but without 
prejudice to the Applicant. 

EDWARD B. MARSH, 
Presiding Examiner. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
L. J. O’Connor, Jr., and Charles R. Ross. 


AREA RATE PROCEEDING, DOCKET NO. AR61-1; CLAUDE E. AIKMAN, 
DOCKET NO. G-18466, ET AL.; NORTH CENTRAL OIL CORPORATION 
(OPERATOR), HT AL., DOCKET NO. C1I60-435, ET AL. 


ORDER DENYING MOTION FOR RECONSIDERATION IN PART AND DEFERRING ACTION IN PART 
(Issued November 3, 1961) 


Independent Petroleum Association of America (IPAA)’, an intervener herein, 
on October 24, 1961, filed a motion for reconsideration of our order of August 2, 
1961, herein, as amended by further orders issued September 18, 1961 and Sep- 
tember 25, 1961, 26 FPC 247, 514 and, 531 respectively. These orders, inter 
alia, required the furnishing to the Commission of certain data prescribed by 
Appendices A and B to the August 2 order. The data required by Appendix A 
were to be furnished by all producers who are respondents in these proceedings, 
while Appendix B was to be completed by all respondents having total jurisdic- 
tional sales during the year 1960 of more than 2 million Mcf of natural gas. 
By its motion for reconsideration, IPAA requests that we exempt producers 
with less than 10 million Mcf production from the requirement of completion 
of Appendices A and B and that operators producing more than 2 million Mcf 
and less than 10 million Mcf be permitted to complete the appendices if the pro- 
ducers have machine accounting systems and are capable of completing the 
questionnaires. In the alternative, IPAA requests that a simplified questionnaire 
be prescribed in lieu of Appendix A and that such a simplified questionnaire 
apply to producers having production of 10 million Mcf or less during 1960 and 
that a simplified Appendix B be developed applicable to those producing more 
than 2 million Mcf per year but less than 10 million Mcf. As a result of various 
motions for reconsideration of our August 2 order and a conference held between 
representatives of producers, interveners and the staff, we issued our orders of 
September 18 and September 25, modifying and simplifying the requirements of 
Appendices A and B. Revised Appendix A omits, for the time being, the require- 
ment of furnishing data with respect to natural gas and liquid reserves originally 
set forth in Schedule 1. Schedules 2, 4 and 5 are concerned with gas sales and 
revenue, production and disposition data. Our order of September 18 permitted 
the utilization of estimated figures for completing the schedules with respect 
to the production and disposition of gas when the producer had not metered or 
recorded the volumes. Schedules 6 and 7 of Revised Appendix A permits report- 
ing of data with respect to gas gathering and processing operations by the oper- 


1IPAA states that Texas Independent Producers and Royalty Owners Association and 
the West Central Texas Oil and Gas Association, also interveners herein, join in support 
of the motion. 
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ator and it is, therefore, not anticipated that provisions of these schedules will 
be applicable to small producers. The remaining schedules of Appendix A, 
namely, 3, 3-1 and 3-2 were added to the Appendix at the request of producer 
representatives. We are of the opinion that the basic data required by Appendix 
A should be obtained from all respondents with respect to their operations in 
the Permian Basin area in order that we may be adequately informed in that 
respect. In view of the modifications that we have previously made in Appendix 
A, we are of the opinion that the requirements of that Appendix are reasonable 
and should be complied with by all respondents. 

With respect to Appendix B, which is applicable only to those producers having 
sales of jurisdictional gas during the year 1960 in excess of 2 million Mcf, we 
indicated in our order of August 2, 1961, herein, that we would issue a further 
order requiring respondents having jurisdictional sales of 2 million Mcf or less 
to file a simplified report with respect to their costs. The Commission staff has 
prepared a form for this purpose and has transmitted it to various interested 
parties and we understand that the representatives of the small producers shortly 
anticipate the submission of comments to the staff with respect to this form. 
Upon our consideration of an appropriate form for this purpose, we shall con- 
sider the representations of IPAA with respect to the necessity of permitting 
producers having sales up to 10 million Mef of gas to file the simplified cost data 
form. In any event, we do not believe it appropriate to excuse any class of 
producers in the Permian Basin area from the requirements for reporting 
operating and cost data to the Commission for use in these proceedings. 


The Commission orders: 


The IPAA motion filed October 24, 1961, is denied insofar as it requests amend- 
ment or change in the provisions of our orders with respect to Appendix A. 
Consideration of that portion of the motion which would permit the filing of a 
simplified form with respect to cost data is deferred pending further action of 
the Commission. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O'Connor, Jr. and Charles R. Ross. 


ARKANSAS LOUISIANA GAS COMPANY, DOCKET NO. CP62-54 
FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT OF FACILITIES 
(Issued November 3, 1961) 


On August 28, 1961, Arkansas Louisiana Gas Company (Applicant) filed in 
Docket No. CP62-54 an application pursuant to Section 7(b) of the Natural 
Gas Act for permission and approval to abandon a 225 horsepower compressor 
unit at Applicant’s Twitty Compressor Station in the West Panhandle Field 
in Texas, all as more fully set forth in the application. 

Applicant states that the compressor units is standing idle because of the 
decline in gas supply on this part of its system and that any further use of the 
unit at the Twitty Compressor Station is not anticipated. Applicant proposes 
to remove the compressor unit for use elsewhere. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
October 24, 1961, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
cation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 
final decision pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 
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The Commission finds: 





(1) Applicant, Arkansas Louisiana Gas Company, a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, is a “natural- 
gas company” within the meaning of the Natural Gas Act as heretofore found 
by the Commission in its order of January 26, 1943, in Docket No. G—252 (3 FPC 
910). 

(2) The facilities to be abandoned, as hereinbefore described and as more 
fully described in the application herein, are subject to the jurisdiction of the 
Commission, and abandonment of such facilities by Applicant is subject to the 
requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) Such abandonment by Applicant, as hereinbefore described, is permitted 
by the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered and conditioned. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 





(A) Permission for and approval of the abandonment by Applicant, Arkan- 
sas Louisiana Gas Company, of the facilities hereinbefore described, all as more 
fully described in’ the application in this proceeding, be and the same is 
hereby granted. 

(B) Applicant, Arkansas Louisiana Gas Company, shall advise the Com- 
mission of the date of abandonment within ten days of the date thereof. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 

















BLACKSTONE VALLEY GAS AND ELECTRIC COMPANY, 
DOCKET NO. CP61-171 


ORDER AMENDING ORDER DIRECTING THE SALE AND DELIVERY OF NATURAL GAS 


(Issued November 3, 1961) 





On August 14, 1961, Blackstone Valley Gas and Electric Company (Blackstone) 
and Valley Gas Company (Valley) (sometimes hereinafter referred to jointly 
as Movants) filed a motion to amend the Commission’s order issued July 7, 1961, 
in Docket No. CP61-171. Said order directed Tennessee Gas Transmission Com- 
pany (Tennessee) to deliver and sell to Blackstone an additional 5,680 Mcf of 
natural gas per day on a long-term basis beginning on December 1, 1961. 
Movants state that on August 1, 1961, Valley acquired and commenced opera- 
tion of the gas facilities of Blackstone as authorized by this Commission in 
Docket No. G-193891. Therefore, Movants request herein that the order issued 
July 7, 1961, be amended so as to direct Tennessee to sell and deliver 5,680 Mcf 
of natural gas per day to Valley rather than to Blackstone. 


The Commission finds: 





It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act, and the public convenience and necessity require, that the order of the 
Commission issued July 7, 1961, in Docket No. CP61-171, be amended as here- 
inafter ordered. 
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The Commission orders: 

(A) The Commission’s order issued July 7, 1961, in Docket No. CP61-17]1, is 
hereby amended so as to direct Tennessee to sell and deliver to Valley, in lieu 
of Blackstone, under Tennessee’s appropriate rate schedules on file with the 
Commission, an additional 5,680 Mcf of natural gas per day on a long-term basis 
beginning on December 1, 1961. 

(B) In all other respects, said order shall remain unchanged. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


OLIN GAS TRANSMISSION CORPORATION, DOCKET NO. CP61-167; PAN 
AMERICAN PETROLEUM CORPORATION, DOCKET NO. CI61-1350 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT AND ACCEPTING 
NOTICE OF CANCELLATION OF RATE SCHEDULE 


(Issued November 3, 1961) 


On December 13, 1960, and March 16, 1961, Olin Gas Transmission Corporation 
(Olin) in Docket No. CP61-167, and Pan American Petroleum Corporation (Pan 
American) in Docket No. CI61—1350 filed, respectively, applications pursuant to 
Section 7(b) of the Natural Gas Act requesting the following authorizations: 

(1) Olin, for permission and approval to abandon approximately 6.7 miles of 
6-inch pipeline extending from a point in the Sicily Island Field to a point of 


connection on Olin’s Fowler-Baton Rouge transmission system near Sicily Island, 
all in Catahoula Parish, Louisiana ; and 

(2) Pan American, for permission and approval to abandon the sale of natural 
gas to Olin from the Sicily Island Field made pursuant to a contract, dated 
March 10, 1952, and filed as Pan American’s FPC Gas Rate Schedule No. 184. 

The facilities proposed to be abandoned by Olin were used to transport natural 
gas produced and received in the Sicily Island Field. Olin states that due to 
depletion no gas has been available from that field since August 6, 1958. 

In support of its application, Pan American states that gas reserves are de- 
pleted and production is exhausted to the extent that further sales and deliveries 
of gas can no longer be continued. Concurrently with the filing of its application, 
Pan American filed a notice of cancellation of its related rate schedule, FPC 
Gas Rate Schedule No. 184. 

The estimated cost of removing Olin’s Sicily Island pipeline is $18,000. Olin 
states that the estimated value of the salvable materials is $41,000. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on Octo- 
ber 26, 1961, respecting the matters involved in and the issues presented by the 
applications herein. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision pursuant to Section 1.30(c) (1) of the Commission’s Rules of Practice 
and Procedure. 

The Commission finds: 


(1) Applicant, Olin Gas Transmission Corporation, a Delaware corporation 
having its principal place of business in New Orleans, Louisiana, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 


by the Commission in its order of April 30, 1954, in Docket No. G—2335 (13 FPC 
1012). 
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(2) Applicant, Pan American Petroleum Corporation, an independent pro- 
ducer of natural gas, is engaged in the sale of natural gas in interstate commerce 
for resale for ultimate public consumption subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act. 

(3) The sale of natural gas and the facilities to be abandoned, as hereinbefore 
described and as more fully described in the respective applications herein, are 
subject to the jurisdiction of the Commission, and abandonment of such sale and 
of such facilities by Applicants are subject to the requirements of Subsection (b) 
of Section 7 of the Natural Gas Act. 

(4) Such abandonment by Applicants, as hereinbefore described, is permitted 
by the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(5) Notice of cancellation of Pan American’s FPC Gas Rate Schedule No. 184 
should be accepted for filing to become effective on the date of issua’ e of this 
order. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment by Applicant, Pan Ameri- 
can Petroleum Corporation, of the sale of natural gas hereinbefore described, all 
as more fully described in the application in Docket No. CIG1-1350, be and the 
same is hereby granted. 

(B) Permission for and approval of the abandonment by Applicant, Olin Gas 
Transmission Corporation, of the facilities hereinbefore described, all as more 
fully described in the application in Docket No. CP61-167, be and the same is 
hereby granted. 

(C) The notice of cancellation of Pan American’s FPC Gas Rate Schedule 
No. 184, designated as Supplement No. 2 thereto, be and the same is hereby 
accepted for filing to become effective as of the date of the issuance of this order. 

(D) Applicant in Docket No. CP61-167 shall advise the Commission of the 
date of the abandonment within 10 days of the date thereof. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


TEXAS GAS CORPORATION (OPERATOR), DOCKET NO. RI62-166 


ORDER PROVIDING FOR HEARING ON AND SUSPENSION OF PROPOSED CHANGE IN 
RATE AND ALLOWING RATE TO BECOME EFFECTIVE SUBJECT TO REFUND 


(Issued November 3, 1961) 


On October 4, 1961, Texas Gas Corporation (Operator) (Texas Gas), 2472 
Bolsover Road, Houston 5, Texas, tendered for filing a proposed change in rate 
for the jurisdictional sale of natural gas to Texas Eastern Transmission Cor- 
poration (Texas Eastern), from various fields in Jefferson, Chambers and Orange 
Counties, Texas (Railroad Commission District No. 3). The filing, designated 
Supplement No. 15 to Texas Gas’ FPC Gas Rate Schedule No. 1, provides for an 
increase of 0.21¢ per Mcf, from 14.1875¢ to 14.38975¢ per Mcf, at 14.65 psia, an 
annual increase of $13,992. The increase reflects the incidence of the Texas Ded- 
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icated Reserve Gas Tax, HB 20, Chapter 24, Article VI, Acts First Special Called 
Session, 57th Legislature of Texas, passed on August 16, 1961. The contract 
provides for the reimbursement by the purchaser of seven-eighths of such tax. 
Texas Gas requests a waiver of notice to make the increase effective September 
1, 1961, the effective date of the tax. Unless suspended, the proposed increased 
rate would have become effective on November 4, 1961. 

Where gas reserves are dedicated under gas purchase contracts, the new tax 
is payable by the first purchaser of such gas at the rate of 1.0¢ per Mcf less 
than amount of the Texas production tax per Mcf. 

The proposed 14.3975¢ per Mcf rate exceeds the applicable rate level as set 
forth in the Commission’s Statement of General Policy No. 61-1. The present 
rate is in effect subject to refund in Docket No. RI61-236. In view of our 
experience with this type of legislation, we must recognize the possibility that the 
validity of the tax might be challenged. In order to protect all parties in the 
event the tax should be declared unconstitutional or otherwise held invalid 
by final judicial decision, the proposed increased rate should be suspended. 
However, in order to prevent undue hardship the suspension period may be 
shortened to 1 day. 

The increased rate and charge so proposed may be unjust, unreasonable, unduly 
discriminatory, or preferential, or otherwise unlawful. 

The Commission finds: 


It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a hear- 
ing concerning the lawfulness of the proposed change, and that Supplement No. 15 
to Texas Gas’ FPC Gas Rate Schedule No. 1 be suspended and the use thereof 
deferred as hereinafter ordered. 


The Commission orders: 


(A) Pursuant to the authority of the Natural Gas Act, particularly Sections 
4 and 15 thereof, the Commission’s Rules of Practice and Procedure and the 
Regulations under the Natural Gas Act [18 CFR, Chapter I], a public hearing 
shall be held upon a date to be fixed by notice from the Secretary concerning the 
lawfulness of the proposed increased rate and charge contained in Supplement 
No. 15 to Texas Gas’. FPC Gas Rate Schedule No. 1. 

(B) Pending hearing and decision thereon, the above-designated rate supple- 
ment is hereby suspended and the use thereof deferred until November 5, 1961, 
and thereafter until such further time as it is made effective in the manner 
prescribed by the Natural Gas Act, Provided, however, that the supplement shall 
become effective subject to refund on the date and in the manner herein pre- 
scribed if within 20 days from the date of issuance of this order Texas Gas shall 
execute and file under Docket No. RI62-166 with the Secretary of the Commission 
its agreement and undertaking to comply with the refunding and reporting 
procedure required by the Natural Gas Act and Section 154.102 of the Regulations 
thereunder, signed by a responsible officer of the corporation, evidenced by proper 
authority from the Board of Directors and accompanied by a certificate showing 
service of copies thereof upon all purchasers under the rate schedule involved. 
Unless Texas Gas is advised to the contrary within 15 days after the filing of 
such agreement and undertaking, its agreement and undertaking shall be deemed 
to have been accepted. 

(C) Neither the supplement hereby suspended, nor the rate schedule sought to 
be altered thereby, shall be changed until this proceeding has been disposed of or 
until the period of suspension has expired, unless otherwise ordered by the 
Commission. 


693—488—64——47 
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(D) Notices of intervention or petitions to intervene may be filed with the 
Federal Power Commission, Washington 25, D.C., in accordance with the Rules 


of Practice and Procedure [18 CFR 1.8 and 1.37(f)] on or before December 18, 
1961. 





Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


CITIES SERVICE GAS COMPANY, DOCKET NO. CP62-15 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued November 6, 1961) 


On July 20, 1961, Cities Service Gas Company (Applicant) filed an application 
in Docket No. CP62-15, pursuant to Section 7(c) of the Natural Gas Act, for 
a certificate of public convenience and necessity authorizing the construction 
and operation of certain facilities and the sale and delivery of natural gas to 
The Gas Service Company (Gas Service) for resale. 

Applicant seeks the following authorization : 

(1) To sell natural gas to Gas Service for resale and distribution in and about 
the city of Nixa, Missouri, (Nixa) through Applicant’s existing meter and regu- 
lator facilities previously installed for the sale of gas to Gas Service for resale 
in and about the city of Ozark, Missouri; and 

(2) To tap Applicant’s existing 6-inch pipeline and construct a meter setting 
with appurtenant regulator equipment in Crawford County, Kansas, and to sell 
natural gas therefrom to Gas Service for resale and distribution in and about the 
town of Arma, Kansas. 


The following are the estimated peak day and annual requirements for Nixa 
and Arma: 








Mef at 14.73 Psia 





Year Nixa, Missouri | Arma, Kansas 





Peak day 


1 
Annual Peak day Annual 








31, 304 | 756 64, 348 
41, 094 | 985 85, 136 
48, 278 | 1, 085 95, 080 








The estimated cost of the proposed facilities required for service for Arma 
is $3,530, which cost will be financed out of treasury cash. 

Gas Service has obtained certificate authorization from the respective State 
commissions to render service to Nixa, Missouri, and Arma, Kansas. Gas Serv- 
ice has also obtained franchises from the two towns. 

The proposed sales will be made by Applicant pursuant to its FPC Gas Rate 
Schedules F—2, C-2 and I-2. 

In ordering paragraph (F) of the order issued December 27, 1960, in Docket 
No. CP60-32, the Commission limited Applicant’s total annual sales of firm and 
interruptible gas to certain specified volumes. The issuance of a certificate by 
the Commission in the subject proceeding does not imply any change in ordering 
paragraph (F) of the above mentioned order. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
October 26, 1961, respecting the matters involved in and the issues presented 
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by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 

The Commission finds: 

(1) Applicant, Cities Service Gas Company, a Delaware corporation having 
its principal place of business in Oklahoma City, Oklahoma, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of December 28, 1943, in Docket No. G-298 (4 
FPC 471). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation in this proceeding, are to be used in the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission and 
the construction and operation thereof and the transportation and sale of natural 
gas by Applicant are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities and the pro- 
posed sales of natural gas by Applicant are required by the public convenience 
and necessity and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the construction of the 
facilities authorized by this order shall be completed and said facilities placed 
in actual operation and the proposed sales hereinafter authorized shall com- 
mence within 8 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and not having been denied by the Commission is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, Cities Service Gas Company, to construct 
and operate the proposed facilities and to sell and deliver natural gas, as herein- 
before described, all as more fully described in the application herein, upon the 
terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (3), (e) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation and the sales of natural gas authorized in paragraph (A) above shall 
commence, as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act, within 8 months from the date on which 
this order issues. 

(D) Issuance of this certificate is not to imply any change in ordering para- 
graph (F) of the Commission’s order issued to Applicant on December 27, 1960, 
in Docket No. CP60-82. 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


IOWA-ILLINOIS GAS AND ELECTRIC COMPANY, DOCKET NO. CP62-4 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued November 6, 1961) 


On July 7, 1961, as supplemented on August 14, 1961, Iowa-Illinois Gas and 
Electric Company (Applicant) filed in Docket No. CP62-—4 an application pur- 
suant to Section 7(c) of the Natural Gas Act for a certificate of public con- 
venience and necessity authorizing the construction and operation of approxi- 
mately 7.08 miles of 4-inch pipeline, and appurtenant facilities, extending from 
its existing facilities located in Muscatine County, Iowa, to the corporate limits 
of Durant, Cedar County, Iowa, all as more fully set forth in the application and 
supplement. 

The proposed facilities are to serve the gas distribution system which Ap- 
plicant proposes to construct and operate in Durant, Cedar County, Iowa. The 
Iowa State Commerce Commission of August 2, 1961, issued an order approving 
the proposed construction and operation of the pipeline facilities. On July 24, 
1961, the residents of Durant, Iowa, voted favorably on the question of granting 
to Applicant a franchise to construct the necessary distribution facilities within 
the corporate limits of the town, and to sell natural gas in the municipality for a 
25-year primary term. 

The requirements for the municipality of Durant, Iowa, will be supplied from 
authorized contract quantities now available to Applicant from Natural Gas Pipe- 
line Company of America. 

The estimated peak day and annual requirements for the first 3 years of opera- 
tion are as follows: 





lst year 2d year 3d year 
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The estimated cost of the proposed transmission pipeline is $117,509 and of 
the proposed distribution facilities $180,939, all of which will be financed out 
of current working funds. 

Temporary authorization to construct and operate the facilities proposed 
herein was granted to Applicant on September 5, 1961. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
October 24, 1961, respecting the matters involved in and the issues presented 
by the application, as supplemented, herein. No petition to intervene or pro- 
test to the granting of the application has been received. Staff counsel moved 
orally at the hearing that the intermediate decision procedure be omitted and 
that the Commission render a decision herein pursuant to Section 1.30(c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Iowa-Illinois Gas and Electric Company, an Illinois corpo- 
ration with its principal place of business in Davenport, Scott County, Iowa, 
is a “natural-gas company” within the meaning of the Natural Gas Act as 
heretofore found by the Commission in its order of January 24, 1951, in Docket 
No. G-303 (10 FPC 691). 
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(2) The facilities hereinbefore described, as more fully described in the 
application, as supplemented, in this proceeding, are to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (c) (4), and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the issuance of the certificate hereinafter granted to Applicant 
and to the exercise of the rights granted thereunder, and that the construction 
of the facilities authorized by this order shall be completed and said facilities 
placed in actual operation within 8 months from the date on which this order 
issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, lowa-Illinois Gas and Electric Company, 
to construct and operate the proposed facilities, as hereinbefore described, all 
as more fully described in the application, as supplemented, herein, upon the 
terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be installed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within 8 months from the date on which 
this order issues. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. CP61-213 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued November 6, 1961) 


On February 17, 1961, Northern Natural Gas Company (Applicant) filed an 
application in Docket No. CP61-213, as supplemented on May 8, 1961, and 
August 7, 1961, pursuant to Section 7(c) of the Natural Gas Act, for a certificate 
of public convenience and necessity authorizing the sale and delivery on an 
interruptible basis of up to 1,500 Mcf of natural gas per day to Public Service 
Corporation of Texas (Public Service). 
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Public Service owns and operates a 4 and 6-inch transmission pipeline system 
from which it sells gas for resale to the communities of Perryton and Spearman, 
Texas, and sells gas at retail in nine other communities in Texas and Oklahoma. 
The application indicates that Public Service’s present sources of gas supply 
are no longer adequate to meet the increasing peak period requirements of its 
customers, and, hence, it desires to purchase interruptible gas from Applicant 
to help meet peak day needs. 
The estimated peak day requirements of Public Service are: 


1961 





1962 





1963 
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12, 550 
900 





12, 400 
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Public Service estimates the total peak day volumes of gas presently available 
to it to be 10,175 Mcf per day for each of the years 1961, 1962 and 1963. 

No additional facilities will be required as the proposed sale will be effected 
through an existing interconnection of facilities in Ochiltree County, Texas, 
which connection is presently used for the delivery and sale by Applicant to 
Public Service of natural gas for emergency use only. 

The proposed sale will be made pursuant to an agreement between Applicant 
and Public Service, dated December 8, 1960, as amended July 25, 1961. The 
agreement provides for a price of 33 cents per Mcf of natural gas. 

There is no question as to the adequacy of Northern’s gas supply for the 
proposed service. 

Pursuant to due notice a public hearing was held in Washington, D.C., on 
October 23, 1961, respecting the matters involved in and the issues presented by 
the application, as supplemented, herein. No petition to intervene or protest 
to the granting of the application has been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Northern Natural Gas Company, a Delaware corporation having 
its principal place of business in Omaha, Nebraska, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of April 6, 1943, in Docket No. G-280 (3 FPC 967). 

(2) The sale and delivery of natural gas by Applicant hereinbefore described, 
as more fully described in the application, as supplemented, in this proceeding, 
are subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The sale and delivery of natural gas by Applicant are required by the 
public convenience and necessity and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a), (b), and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the issuance of the certificate hereinafter granted to Applicant and to the 
exercise of the rights granted thereunder, and that the effective date for com- 











FEDERAL POWER COMMISSION 711 


mencement of the sale and delivery shall be within 6 months from the date on 
which this order issues. 

(6) Applicant should file a rate schedule covering the proposed sale and 
delivery satisfactory to the Commission and in accordance with the requirements 
of Part 154 of the Commission’s Regulations under the Natural Gas Act applicable 
to natural gas pipeline companies. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant, Northern Natural Gas Company, to sell and 
deliver up to 1,500 Mcf of interruptible natural gas per day, to Public Service 
Corporation of Texas as hereinbefore described, all as more fully described in 
the application, as supplemented, herein, upon the terms and conditions of this 
order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act shall attach to the issuance of the certificate granted in paragraph (A) 
hereof and to the exercise of the rights granted thereunder. 

(C) Applicant shall file a rate schedule, covering the proposed sale and de- 
livery, satisfactory to the Commission and in accordance with the requirements 
of Part 154 of the Commission’s Regulations under the Natural Gas Act ap- 
plicable to natural gas pipeline companies. 

(D) The effective date for the sale and delivery of natural gas hereby 
authorized, as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act shall be within 6 months from the date on 
which this order issues. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
L. J. O’Connor, Jr., and Charles R. Ross. 


H. F. SEARS, DOCKET NO. G-6502; A. E. HERRMANN CORPORATION, 
DOCKET NO. G-6623 


ORDER DENYING APPLICATION FOR REHEARING 


(Issued November 7, 1961) 


On September 28, 1961, H. F. Sears (Sears) and A. E. Herrmann Corpora- 
tion (Herrmann) filed their alleged petition for rehearing of the Commission’s 
order issued September 14, 1961 in these proceedings. Said petition was filed 
in telegram form but stated no reasons in support thereof. In their petition 
Sears and Herrmann said that they would file an amended petition setting forth 
in detail the reasons why the Commission’s order of September 14, 1961, should 
be reversed. No such amended petition has been filed. 


The Commission finds: 


For the reasons heretofore stated, Sears’ and Herrmann’s alleged petition for 
rehearing should be denied. 
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The Commissions orders: 


The alleged petition for rehearing filed on September 28, 1961 in the above- 
entitled proceedings is hereby denied. 
Commissioner O’Connor not participating. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
L. J. O’Connor, Jr. and Charles R. Ross. 


THE SHAMROCK OIL AND GAS CORPORATION, DOCKET NOS. G-9146 
AND G-—9498 


ORDER GRANTING RECESS OF HEARING IN EXCESS OF THIRTY DAYS 


(Issued November 7, 1961) 


The Presiding Examiner’s referral of a request from the parties herein for a 
recess in excess of 30 days was submitted October 24, 1961, pursuant to Section 
1.13(e) of the Commission’s Rules of Practice and Procedure. 

This is a Section 4 producer rate case involving proposed rates of 9 and 10 
cents per Mcf, which went into effect in 1955 and 1956, subject to refund. The 
case was originally tried in July 1956, and the presiding examiner thereafter 
issued an initial decision holding the evidence inadequate to satisfy the burden 
of proof under Section 4 of the Act. The Commission reversed the examiner’s 
decision by order issued August 6, 1959. Subsequently, the Court of Appeals re- 
versed the Commission and granted discretionary authority to reopen the pro- 
ceedings. 

By order issued May 15, 1961, 25 FPC 963, the Commission reopened the pro- 
ceedings for the purpose of affording all parties an opportunity to submit 
evidence on the question whether the proposed rates were just and reasonable. 
Thereafter, at a hearing session on August 8, 1961, Shamrock presented a sub- 
stantial volume of testimony and exhibits, including a full rate base cost-of- 
service for a test year ending November 30, 1960. On this basis it claimed a 
total jurisdictional unit cost of gas sales amounting to 17.17 cents per Mcf. The 
Shamrock cost-of-service presentation departed in numerous respects from the 
cost-of-service methods adopted by the Commission in its Phillips decision (Op. 
No. 338). 

The hearing session held on October 23, 1961, was scheduled for the purpose 
of full cross-examination of the Shamrock case, to be conducted by the Staff 
and by intervener Minneapolis Gas Company. At the opening of this session, 
Staff indicated that it was making its own study of Shamrock’s cost data, and 
that this study could not be completed until the middle of December; that on 
the basis of such study it intended to later present cost-of-service evidence of its 
own for two purposes: (1) to determine just and reasonable rates prospectively 
for the future, and (2) to determine just and reasonable rates for each of the 
years 1956-59, as a basis for determining possible refunds which might be due 
for each of those years. 

A long period has elapsed since this case was originally tried in 1956. The 
rates involved are relatively low. Consequently, the presiding examiner ques- 
tioned and explored the necessity for a full cost-of-service trial. In the course 
of this discussion the Staff indicated that on the basis of a preliminary rough 
check which it has already made of Shamrock cost data, it was conceivable that 
it might ultimately find a cost-of-service for Shamrock, using the Commission’s 
Phillips methods, which might be at the same level or higher than the revenues 
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collected by the company subject to refund at its proposed 9- and 10-cent levels 
during the period 1956 to date. Under such circumstances, all parties agreed 
that no purpose would be served by conducting a lengthy cross-examination of 
the Shamrock case at this time—since this might turn out ultimately to be a 
purely academic exercise. The parties agreed that it would be wiser to defer 
further trial of this case until the Staff had completed its cost-of-service study, 
based upon Phillips methods; that the Staff would then promptly distribute this 
material, and the parties thereafter would explore informally the possibility of 
disposing of the entire case by settlement. 

In order to carry out this objective, and by agreement of all parties, the hear- 
ing was recessed to January 22, 1962, subject to the following conditions: 

(1) The Staff’s prepared testimony and exhibits are to be distributed by 
December 20, 1961. 

(2) In the event intervenor Minneapolis Gas Company desires to offer evi- 
dence, such evidence will be distributed by January 5, 1962. 

(3) If the case is not then disposed of by settlement, the January 22, 1962, 
hearing session will be devoted to full cross-examination of all evidence pre 
sented by Shamrock, the Staff, and intervenor Minneapolis Gas Company. 
The Commission finds: 


Good cause has been shown herein for the extension of the recess beyond a 
period of 30 days. 


The Commission orders: 


The recess ordered to begin herein on October 23, 1961, is hereby extended and 
the hearing ordered to reconvene in a hearing room of the Federal Power Com- 
mission, 441 G Street NW., Washington, D.C., at 10:00 a.m., E.S.T., on January 22, 
1962. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. RP61-15 


ORDER PERMITTING THE FILING OF REVISED TARIFF SHEETS DECREASING RATES AND 
MAKING SUBSTITUTE DECREASED RATES EFFECTIVE SUBJECT TO REFUND AND 
ORDERING REFUNDS 


(Issued November 7, 1961) 


On October 2, 1961, Texas Gas Transmission Corporation (Texas Gas) ten- 
dered for filing 52 revised tariff sheets* proposing decreased rates and charges 
for its jurisdictional sales of natural gas, including four sheets? pertaining to 
Texas Gas sales of natural gas for resale for industrial use only. The decrease 
amounts to $1,227,191 or 1.0 percent annually, based upon sales for the calendar 
year 1960, as adjusted. 

Texas Gas’ present rates were made effective subject to refund by order issued 
May 22, 1961 in the above proceeding, except Rate Schedule TS (First Original 


1 First Revised Sheet No. 79-K; Fourth Revised Sheet No. 68-I; Fifth Revised Sheet 
Nos. 68-BB, 68-G, 68-H, 68—-K, 68-L and 70—-A; Sixth Revised Sheet Nos. 13, 15 and 
68—C ; Seventh Revised Sheet Nos. 7, 9, 19, 21, 25, 27 and 71; Eighth Revised Sheet Nos. 
68—A, 68-B, 68-E and 68—F'; Ninth Revised Sheet Nos. 45, 47, 51, 79-I and 79-J; Tenth 
Revised Sheet Nos, 5, 11, 23, 29, 33, 41, 49, 53, 55, 59, 61, 63, 67, 69, 70, 73 and 74; 
Eleventh Revised Sheet Nos. 17, 31, 35, 37, 43, 57 and 65; and Twelfth Revised Sheet 
No. 39 to FPC Gas Tariff, Second Revised Volume No. 1. 

2 Ninth Revised Sheet Nos. 45, 47, and 51, and Tenth Revised Sheet No. 49. 
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Sheet No. 79-K) which became effective subject to refund on March 1, 1961, 
by order issued February 28, 1961, in Docket No. RP61-15. The total proposed 
increase was in the amount of $4,742,199 annually. 

The proposed decreases are based primarily on a reduction in the cost of 
purchased gas resulting from reductions in volumes purchased from suppliers 
and from the filing of reduced rates and refunds by various suppliers. 

Texas Gas has asked that the 30-day notice requirement provided for in the 
Commission’s Regulations under the Natural Gas Act be waived to permit the 
rates to take effect as of May 6, 1961, the effective date of the present rates, 
except the aforementioned Rate Schedule TS. Texas Gas states that upon 
acceptance of the filings, refunds will be made to its customers, together with 
interest at 7 percent per annum to the date of payment. 

The changed rates and charges provided for in the revised tariff sheets 
tendered by Texas Gas on October 2, 1961, have not been shown to be justified, 
and may be unjust, unreasonable, unduly discriminatory, or preferential, or 
otherwise unlawful. 

The proceeding instituted for the purpose of determining the lawfulness of 
the proposed changed rates and charges has not been concluded, nor a decision 
rendered therein. 

Texas Gas also requests that the Commission waive the necessity of monthly 
data filings as required under Section 154.63(b) (2) of the Regulations under 
the Natural Gas Act and accept in lieu thereof the annual data concerning sales, 
revenue and rate reduction, based on adjusted sales volumes for the year 1960, 
which said data was submitted concurrently with the tendered revised tariff 
sheets. 


The Commission finds: 


Good cause exists for permitting the substitution of the revised tariff sheets 
as filed by Texas Gas on October 2, 1961, subject to the proceedings herein, to 
allow the sheets to become effective retroactive as of May 6, 1961, and to waive 
the 30-day notice and monthly data filing requirements of the Regulations under 
the Natural Gas Act. 


The Commission orders: 


(A) The 30-day notice requirement provided in the Commission’s Regulations 
under the Natural Gas Act is hereby waived with respect to the aforementioned 
revised tariff sheets filed by Texas Gas on October 2, 1961, and the rates con- 
tained in First Revised Sheet No. 79-K; Fourth Revised Sheet No. 68-I; Fifth 
Revised Sheet Nos. 68—-BB, 68—-G, 68-H, 68-K, 68-L and 70-A; Sixth Revised 
Sheet Nos. 13, 15 and 68—C; Seventh Revised Sheet Nos. 7, 9, 19, 21, 25, 27 and 
71; Eighth Revised Sheet Nos. 68-A, 68-B, 68-E, and 68-F; Ninth Revised 
Sheet Nos. 79-I and 79-J; Tenth Revised Sheet Nos. 5, 11, 23, 29, 33, 41, 53, 55, 
59, 61, 63, 67, 69, 70, 73, and 74; Eleventh Revised Sheet Nos. 17, 31, 35, 37, 43, 
57, and 65; and Twelfth Revised Sheet No. 39 to Texas Gas’ FPC Gas Tariff, 
Second Revised Volume No. 1 are hereby allowed to become effective subject 
to refund as of May 6, 1961, and the rates contained in Ninth Revised Sheet 
Nos. 45, 47 and 51, and Tenth Revised Sheet No. 49 to Texas Gas’ FPC Gas 
Tariff, Second Revised Volume No. 1 are hereby allowed to become effective 
retroactively as of May 6, 1961. 

(B) The tariff sheets listed in paragraph (A) above are made subject to the 
proceeding in Docket No. RP61-15. 

(C) Texas Gas shall refund to its purchasers, the difference between the 
revenues collected under the tariff sheets made effective on May 6, 1961, pur- 
suant to our order of May 22, 1961 and the tariff sheets to be made effective on 
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May 6, 1961 pursuant to paragraph (A) hereof, except First Revised Sheet 
No. 79-K. Texas Gas shall pay interest at the rate of 7 percent per annum on 
such refunds from the date of collection of the revenues under the rates super- 
seded herein to the date of payment of such refunds. 

(D) Texas Gas shall similarly refund with interest at 7 percent per annum 
the difference in revenues collected under Original Sheet No. 79-K and First 
Revised Sheet No. 79-K (Rate Schedule TS) from May 6, 1961 to date of payment 
of refund. 

(E) Texas Gas shall submit, within 30 days, statements under oath showing 
details of the calculations resulting in the refunding of all monies collected 
subject to refund as provided in paragraphs (C) and (D) together with copies 
of releases from all purchasers acknowledging receipt of all amounts due. 

(F) The filings required by paragraph (E) shall be considered as satisfac- 
tory upon notification of the Secretary that such filings have been accepted. 

(G) The request of Texas Gas that the requirement of Section 154.63(b) (2) 
of the Regulations under the Natural Gas Act be waived is hereby granted and 
Texas Gas may submit annual data covering sales, revenue, and rate reduction, 
based on adjusted sales volume for year 1960. 

(H) The issuance of this order shall constitute full notice of the filing and 
publication of the tariff sheets in question insofar as their effective date is 
concerned. 

(I) Nothing contained in this order shall be construed as a waiver of the 
requirements of Section 7 of the Natural Gas Act, nor shall it be construed 
as constituting approval by this Commission of any service, rate, charge, clas- 
sification, or any rule, regulation, or practice affecting such service or rate; 
nor shall this order be deemed as recognition of any claimed contractual right 
or obligation affecting or relating to such service or rate. 

(J) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by this Commission in any proceeding now 
pending, or hereafter instituted by or against Texas Gas. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
L. J. O’Connor, Jr. and Charles R. Ross. 


UNITED CARBON COMPANY, DOCKET NO. RI61-269 


ORDER DENYING PETITION TO TERMINATE PROCEEDING 


(Issued November 7, 1961) * 


On September 8, 1961, United Carbon Company (United Carbon) filed a peti- 
tion requesting the Commission to terminate the above-docketed proceeding and 
terminate the refund obligation with respect thereto. In such proceeding, the 
Commission suspended and subsequently permitted to become effective subject 
to refund United Carbon’s proposed increased rate of 27.5¢ per Mcf for sales of 
natural gas to United Fuel Gas Company (United Fuel). The proposed in- 
crease has been designated as Supplement Nos. 18 and 19 to United Carbon’s 
FPC Gas Rate Schedule No. 12. 

In support of its petition United Carbon submitted cost data in which it states 
it applies the same cost-of-service principles as the Commission applied in its 
Opinion No. 3407 to a later test period and that such cost data results in a unit 


*Rehearing denied by order issued January 5, 1962, 27 FPC —. 
United Carbon Oompany, Docket No. G-9572, Columbian Fuel Corporation, Docket 
No. G—9573, January 27, 1961, 25 FPC 181. 
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cost substantially in excess of the proposed increased rate of 27.5¢ per Mcf at 
issue in this proceeding. 

Additionally, as grounds in support of its petition United Carbon states (1) 
that the Commission has previously terminated suspension proceedings in the 
same area which involved similar or higher rates and requests that equal treat- 
ment be afforded to it and (2) that its Eastern Kentucky reserves are in close 
proximity to United Fuel’s market area and if production were to decline it 
would be necessary to replace these gas reserves at a higher cost from the distant 
fields of the Southwest. 

As cited above, the Commission has permitted a proposed increased rate 
to become effective without obligation to refund at the level requested by United 
Carbon in the Kentucky area. However, we do not feel that a prior decision 
concerned with an increased rate in the same producing area precludes our 
analysis of all pertinent factors pertaining to particular proceedings and the 
continued reexamination of pertinent policies affecting the public interest. 





















The Commission finds: 





Accordingly, we conclude in this instance that United Carbon’s request to 
terminate the proceeding in Docket No. RI61-269 should be denied. 


The Commission orders: 


United Carbon’s petition to terminate this proceeding filed herein on Sep- 
tember 8, 1961, is hereby denied. 
Commissioner Kuykendall not participating. 


























Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. CP62-47 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued November 8, 1961) 





On August 23, 1961, Northern Natural Gas Company (Applicant) filed in 
Docket No. CP62-47 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
construction and operation during the calendar year 1962 of unspecified measur- 
ing and regulating stations and appurtenant facilities necessary for the estab- 
lishment of new and additional delivery points for the sale and delivery of 
natural gas to Applicant’s existing utility customers for resale in the vicinity 
of Applicant’s pipeline system passing through the states of Texas, Oklahoma, 
Kansas, Nebraska, Iowa, Illinois, Wisconsin, South Dakota, and Minnesota, 
all as more fully set forth in the application. 

Upon establishment of the proposed delivery points, service will be rendered 
to the ultimate consumers either through Peoples National Gas Division (Peoples 
Division) or Council Bluffs Gas Division (Council Bluffs Division), both being 
distributing divisions of Applicant, or through Applicant’s existing utility cus- 
tomers. All firm volumes to be delivered will be provided from the existing 
contract demand of the requesting division or utility customer, and all inter- 
ruptible sales will be subject to curtailment under Steps 5 and 6 of Applicant’s 
presently effective tariff. 
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Applicant estimates that the total cost of all regulating and measuring sta- 
tions and appurtenances under this application will not exceed $200,000, and 
that the total cost of any individual project will not exceed $18,000. 

The purpose of this budget-type application is to secure authorization for 
installation of delivery points without the delay in receiving authority and in 
rendering service to customers which would be necessitated by the filing and 
processing of individual applications for each separate project. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
November 2, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the Commission render a decision herein pursuant to Section 1.30(c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Northern Natural Gas Company, a Delaware corporation 
having its principal place of business in Omaha, Nebraska, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of April 6, 1943, in Docket No. G-280 (3 F.P.C. 967). 

(2) The facilities proposed to be constructed, as hereinbefore described and 
as more fully described in the application herein, are proposed to be used 
for the transportation and sale for resale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as integral parts of Applicant’s 
existing pipeline system and are, therefore, subject to Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation during the calendar year 1962 by Ap- 
plicant of the facilities described in paragraph (2) hereof are required by the 
public convenience and necessity and a certificate therefor should be issued, 
as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate issued to Applicant herein and to the exercise of the rights 
granted thereunder. 

(6) Gas deliveries made by means of the facilities hereinafter authorized 
should be restricted to deliveries to Applicant’s existing utility customers, its 
Peoples Division, and its Council Bluffs Division for service in the respective 
franchised service areas, in quantities which will not result in any increase 
in Applicant’s authorized delivery obligations or Applicant’s system salable 
capacity, and all sales, including interruptible sales, should be subject to the 
provisions of Applicant’s presently effective FPC gas tariff. 

(7) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit by February 1, 1963, a state- 
ment under oath showing: (a) the names and locations of customers receiving 
deliveries by means of each new delivery point constructed, (b) a description 
of the facilities installed at each new delivery point, (c) the actual cost of the 
facilities constructed for each project, (d) the volumes of gas expected to be 
delivered at each new delivery point, and (e) the rate to be charged to each 
customer at the proposed new delivery point. 

(8) The authorization granted hereinafter should be limited to construction 
during the calendar year 1962, and the total expenditures for facilities so 
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authorized should not exceed an aggregate cost of $200,000, with no single 
project to exceed a cost of $18,000. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Northern Natural Gas Company authorizing the construction 
and operation of natural gas facilities for the purposes stated, as hereinbefore 
described and as more fully described in the application in this proceeding, upon 
the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) above and to the exercise 
of the rights granted thereunder. 

(C) The certificate granted in paragraph (A) is hereby conditioned to author- 
ize gas deliveries only to Applicant’s existing utility customers, its Peoples 
Division, and its Council Bluffs Division for service in the respective franchised 
service areas, in quantities which will not result in any increase in Applicant’s 
authorized delivery obligations or Applicant’s system salable capacity, and all 
sales, including interruptible sales, shall be subject to the provisions of Appli- 
cant’s presently effective FPC gas tariff. 

(D) The certificate issued in paragraph (A) above is hereby further condi- 
tioned and limited to construction of measuring and regulating stations and 
appurtenances during the calendar year 1962, and the total expenditures for 
such facilities shall not exceed an aggregate cost of $200,000, with no single 
project to exceed a cost of $18,000. 

(E) Applicant shall submit, not later than February 1, 1963, a statement 
under oath showing: (a) the names and locations of customers receiving deliv- 
eries by means of each new delivery point constructed pursuant to this authoriza- 
tion. (b) a description of the facilities installed at each new delivery point, 
(c) the actual costs of the facilities constructed for each new project, (d) the 
volumes of gas expected to be delivered at each new delivery point, and (e) the 
rate to be charged each customer at the proposed new delivery point. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


SOHOMA NATURAL GAS COMPANY, INC., DOCKET NO. CI61-162; FIRST 
TRANSPORTATION GAS CORPORATION, INC., DOCKET NO. CI61-985 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY, 
ACCEPTING RELATED GAS RATE SCHEDULE, SEVERING PROCEEDING AND SETTING 
HEARING 

(Issued November 8, 1961) 


Sohoma Natural Gas Company, Inc. (Sohoma) has filed in Docket No. CI61-— 
162 an application pursuant to Section 7(c) of the Natural Gas Act (Act) for 
a certificate of public convenience and necessity authorizing the sale of natural 
gas to Cities Service Gas Company (Cities Service) from the Skinner Sand in 
the W/2 of the SW/4 of Section 30, T24N, R1W, Noble County, Oklahoma, pur- 
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suant to a gas sales contract dated July 14, 1960, between Sohoma, as seller, and 
Cities Service, as buyer, which contract has been designated as Sohoma Natural 
Gas Company, Inc. FPC Gas Rate Schedule No. 1. 

Also, First Transportation Gas Corporation, Inc. (First Transportation) has 
filed in Docket No. CI61-—985 an application pursuant to Section 7(c) of the Act 
for a certificate of public convenience and necessity authorizing the sale of nat- 
ural gas to Transwestern Pipeline Company (Transwestern) from certain lease- 
holds in Lipscomb and Ochiltree Counties, Texas, and Beaver, Harper, Ellis 
and Woodward Counties, Oklahoma, pursuant to a gas sales contract dated 
December 29, 1960, between First Transportation, as seller, and Transwestern, 
as buyer, which contract has been designated as First Transportation Gas Cor- 
poration, Inc. FPC Gas Rate Schedule No. 1. 

Temporary authorization to render the proposed service in Docket No. CI61-985 
was granted to First Transportation on February 2, 1961, conditioned upon 
limitation of the initial price to 17.0 cents per Mcf at 14.65 psia, and upon the 
elimination of an upward Btu price adjustment clause from the provisions of 
the gas sales contract. Under date of February 7, 1961, First Transportation 
accepted said temporary authorization and the conditions imposed therein, but 
the supplemental agreement incorporating said conditions into the basic contract 
(designated Supplement No. 1 to FPC Gas Rate Schedule No. 1) contained a 
provision for the nullification thereof if the Commission should at any time in 
the future recognize such “upward Btu price adjustment clauses.” On June 16, 
1961, First Transportation filed an amendatory agreement (designated Supple- 
ment No. 3 to FPC Gas Rate Schedule No. 1) which sought to assure a price for 
the gas to be sold under the subject Docket No. CI61-985 which would be the 
maximum price established in the pending proceeding known as Docket Nos. 
G-14871, et al., Transwestern Pipeline Company, or the maximum price which 
might be established in an area rate proceeding. The Commission informed 
First Transportation under date of July 20, 1961, that such indefinite pricing 
provisions are inoperative and of no effect at law. On October 25, 1961, First 
Transportation filed an amendment to its acceptance of the temporary authoriza- 
tion granted on February 2, 1961, in which it agreed to accept a permanent 
certificate of public convenience and necessity conditioned at a price of 17.0 
cents per Mcf with no reservations. 

On October 23, 1961, Pacific Lighting Gas Supply Company, Southern Cali- 
fornia Gas Company and Southern Counties Gas Company of California filed 
a joint petition to intervene in Docket No. CI61-985. On October 30, 1961, The 
People of the State of California and the Public Utilities Commission of the 
State of California filed their notice of intervention in said Docket No. CI61—985. 
Both the petition and the notice were filed subsequent to the final date for the 
filing thereof as published in the official notice of the hearing in this consolidated 
proceeding. 

Pursuant to said notice, a public hearing was convened in Washington, D.C., 
on October 31, 1961, at which time and place staff counsel moved orally that 
a recess be taken to November 2, 1961, at 9:30 a.m. to afford time to prepare 
appropriate recommendations for Commission consideration. 

On November 2, 1961, pursuant to the recess granted by the Presiding 
Examiner, the hearing in the matter of Docket No. CI61—162 was held and con- 
cluded. Staff counsel moved orally that the intermediate decision procedure 
be omitted and that the Commission render a decision in that docket pursuant 
to Section 1.30(c) (1) of the Commission’s Rules of Practice and Procedure. The 
matter of the application in Docket No. CI61-985 and the pending petition to 
intervene and notice of intervention therein were reserved for further action 
by the Commission. 
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The Commission finds: 


(1) Applicant, Sohoma Natural Gas Company, Inc., an independent producer 
of natural gas, will be engaged in the sale of natural gas in interstate commerce 
for resale for ultimate public consumption upon commencement of the service 
for which authorization is granted in Docket No. CI61-162 hereinafter, and 
said Applicant will therefore be a “natural-gas company” within the meaning of 
the Natural Gas Act. 

(2) The sale of natural gas by Sohoma hereinbefore described, as more 
fully described in the application in Docket No. C161-162, will be made in 
interstate commerce subject to the jurisdiction of the Commission and such 
sale by Sohoma, together with the construction and operation of any facilities 
subject to the jurisdiction of the Commission necessary therefor, is subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) The sale of natural gas by Sohoma proposed in Docket No. C1I61~-162, 
together with the construction and operation of any facilities subject to the 
jurisdiction of the Commission necessary therefor, is required by the public 
convenience and necessity and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(4) Sohoma is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Sohoma’s FPC Gas Rate Schedule No. 1 should be accepted to become 
effective upon the date of initial delivery of natural gas pursuant to this 
authorization. 

(6) The matter of the application of First Transportation Gas Corporation, 
Ine. in Docket No. CI61-985 should be severed from the proceeding in Docket 
No. CI61-162 and set for hearing on a date to be hereafter fixed. P 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure in Docket No. CI61-162 was unopposed by any 
party of record and, not having been denied by the Commission, is granted 


pursuant to Section 1.30(c)(1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued, upon the terms and conditions of this order, authorizing the sale 
by Sohoma Natural Gas Company, Inc. of natural gas in interstate commerce 
for resale, together with the construction and operation of any facilities sub- 
ject to the jurisdiction of the Commission necessary therefor, as hereinbefore 
described and as more fully described in the application in Docket No. 
CI61-162. 

(B) The certificate granted in paragraph (A) above is not transferable and 
shall be effective only so long as Sohoma Natural Gas Company, Inc. continues 
the acts or operations hereby authorized in accordance with the Natural Gas 
Act and the applicable rules, regulations and orders of the Commission. 

(C) The grant of the certificate issued in paragraph (A) above shall not be 
construed as waiver of the requirements of Section 4 of the Natural Gas Act or 
Section 154 of the Commission’s Regulations thereunder, and is without preju- 
dice to any findings or orders which have been or may hereafter be made by the 
Commission in any proceeding now pending or hereafter instituted by or against 
the Applicant herein. Further, our action in this proceeding shall not foreclose 
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nor prejudice any future proceedings or objections relating to the operation of 
any price or related provisions in the gas purchase contract here involved. 

(D) Sohoma’s FPC Gas Rate Schedule No. 1 is hereby accepted for filing to 
be effective upon the date of initial delivery of natural gas pursuant to this 
authorization. Sohoma shall notify the Commission of the date of commence- 
ment of deliveries thereunder. 

(E) This acceptance for filing shall not be construed as constituting approval 
of any rate or provisions contained in the rate filing; nor shall such acceptance 
be deemed as recognition of any claimed contractual right or obligation associ- 
ated therewith; and such acceptance is without prejudice to any findings or 
orders which have been or may hereafter be made by the Commission in any 
proceeding now pending or hereafter instituted by or against Sohoma. 

(F) The certificate issued in paragraph (A) above shall be deemed to have 
been accepted by Sohoma unless it is rejected in writing by an authorized official 
thereof within thirty days of the date of issuance of this order. 

(G) The matter of the application of First Transportation Gas Corporation, 
Ine, in Docket No. C1I61-985 is hereby severed from the proceeding in Docket 
No. CI61-162 and is hereby set for further hearing on a date to be hereafter 
fixed. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


AREA RATE PROCEEDING, DOCKET NO. AR61-1; CLAUDE E. AIKMAN, 
DOCKET NO. G-1866, ET AL.; NORTH CENTRAL OIL CORPORA- 
TION (OPERATOR), ET AL., DOCKET NO. CI60-435, ET AL. 


ORDER TERMINATING PROCEEDINGS AS TO CERTAIN RESPONDENTS AND GRANTING AND 
DENYING MOTIONS FOR RECONSIDERATION 


(Issued November 9, 1961) 


Various motions have been filed by respondents in these proceedings in general 
requesting that the movant be severed as a respondent from such proceedings 
or requesting relief from our orders of August 2, September 18, and September 
25, 1961, 26 FPC 247, 514, and 531, respectively, requiring the furnishing of 
certain information by each of the respondents. Each of such motions will be 
considered and disposed of in this order. 

H. J. Mosser (Mosser) on October 25, 1961, filed a motion for severance from 
the proceeding reciting that he holds a certificate of public convenience and 
necessity for sale of natural gas from the Permian Basin but that no sale has 
in fact been made and that in Docket No. CI62-346, he has filed an application 
to abandon the certificated facilities and cancel the rate schedule in connection 
therewith. Mosser makes no other sales of gas from the Permian Basin area 
and accordingly these proceedings should be terminated as to Mosser subject to 
Commission approval of the application for abandonment. 

On October 6, 1961, Kerr-McGee Oil Industries, Inc. (Kerr-McGee) filed a 
motion requesting its dismissal as a party to these proceedings and recited that 
its only sale of gas in the Permian Basin was under a percentage type casing- 
head gas contract. By Commission letter of October 26, 1961, the certificate 
for such sale was vacated and the related rate schedule rejected because of the 
provisions of Section 154.91(e) of the Commission’s regulations which do not 
permit the filing of such a contract as a rate schedule. In view of these facts, 
Kerr-McGee’s motion should be granted and the proceeding terminated as to it. 

693-488—64—_48 
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On October 19, 1961, Marshall R. Young (Young) filed a motion to withdraw 
its only rate schedules for sales in the Permian Basin on the basis that such rate 
schedules also provide for percentage sales of casinghead gas and should not 
have been filed with the Commission. The motion also requests termination 
of the proceedings insofar as Young is concerned. The requested withdrawal 
having been granted, the motion should be granted and the proceeding terminated 
insofar as Young is concerned. 

On October 16, 1961, Columbian Carbon Company (Columbian) filed a motion 
requesting Commission reconsideration of that portion of its order of Septem- 
ber 18, 1961, which denied Columbian’s motion for termination of the proceeding 
as to Columbian. It now appears that Columbian’s FPC Gas Rate Schedule No. 
23, its only rate schedule in the Permian Basin area, involves only a physical 
exchange of gas and the rate established in this proceeding would have no effect 
upon the exchange arrangement. Upon further consideration of Columbian’s 
motion and the facts presented by its motion for reconsideration it appears 
appropriate to terminate the proceeding as to Columbian. 

On October 13, 1961, Southern Union Gas Company (Southern Union) filed a 
motion requesting Commission exemption of it from the requirements of the 
orders in these proceedings, particularly those requiring the filing of data 
required by Revised Appendices A and B to our orders issued herein on Septem- 
ber 18 and September 25, 1961. Southern recites that it makes one sale of gas 
in interstate commerce from the Permian Basin and that the provisions of our 
orders would be onerous in view of their small volume of sales. While we 
recognize the difficulties inherent in the submission of data required by our 
orders it is not feasible to provide exceptions for individual producers because 
the volumes of sales are small. Also, Southern has filed two increased rates 
under its rate schedule, each increased rate was suspended and the increased 
rate proceeding consolidated in these proceedings. Accordingly, Southern Union’s 
motion should be denied. 

On September 19, 1961, Baker & Taylor Drilling Co. requested reconsideration 
of our order of August 2 and asked to be relieved from presenting the data 
required by Appendices A and B to that order. Our orders of September 18 
and September 25 herein have simplified the data which are required under the 
Appendices and again it is not appropriate that we should grant individual 
respondents exemptions from the requirements of our orders. The Baker & 
Taylor motion should, therefore, be denied. 


The Commission finds: 


It is necessary and appropriate in the public interest and to aid in the en- 
forcement of the provisions of the Natural Gas Act for the reasons hereinbefore 
stated that the various motions be disposed of as hereinafter ordered. 


The Commission orders: 


(A) This proceeding is hereby terminated as to the Respondent, H. J. Mosser, 
subject, however, to Commission approval of Mosser’s application for abandon- 
ment in Docket No. CI62-346. 

(B) This proceeding is hereby terminated as to the Respondent, Kerr-McGee 
Oil Industries, Inc. 

(C) This proceeding is hereby terminated as to the Respondent, Marshall 
R. Young. 

(D) This proceeding is hereby terminated as to the Respondent, Columbian 
Carbon Company. 
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(E) Southern Union Gas Company’s motion to be exempt from the require- 
ments of the Commission’s order issued herein August 2, 1961, as modified by 
orders issued September 18 and 25, 1961, is hereby denied. 

(F) Baker & Taylor Drilling Company’s application for rehearing and recon- 
sideration of the Commission’s order issued August 2, 1961, is hereby denied. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


AREA RATE PROCEEDING, DOCKET NO. AR61-2; ALADDIN EXPLORA- 
TION COMPANY, INC., ET AL.; DOCKET NO. CI61—1564 ET AL.; AMER- 
ADA PETROLEUM CORPORATION, ET AL., DOCKET NO. RI60—-18, ET AL. 


ORDER UPON PRESIDING EXAMINER'S BEPORT PRESCRIBING PROCEDURE AND DENYING 
MOTION 


(Issued November 9, 1961) 


These proceedings were instituted by our order of May 10, 1961, to determine the 
initial rates which the public convenience and necessity requires and the just 
and reasonable rates for sales, subject to our jurisdiction, of natural gas pro- 
duced in the Southern Louisiana area. Our order provided for a two-phase 
hearing, and prescribed that evidence concerning initial rates be adduced in 
the first phase of the hearing. We also provided for a prehearing conference, 
to be confined to the first phase, calling upon the examiner to submit, following 
the conference, a report and recommendations. This report, which the examiner 
filed on August 23, 1961, is before us for consideration. 

After several sessions of the prehearing conference, certain of the inter- 
venors’ filed a joint motion to remove uncertainty and to expedite the pro- 
ceedings. They specifically requested that evidence on the initial phase of the 
proceedings be limited to certain field price evidence and that a hearing be set 
promptly. Answers in opposition to the motion were filed by a number of 
producers.” In general, they objected to the limitation of the evidence in the 
first phase of the proceedings. 

The examiner’s report sets forth the conflicting views of the parties with 
respect to evidence and procedures appropriate for determining a level for 
initial prices. The examiner reported several problems inherent in now at- 
tempting to use the area approach for purposes of separately establishing initial 
rates. He requested rulings on the intervenors’ joint motion and other matters 
stemming directly from our prescription of a two-phase proceeding. 

Subsequent to issuance of the examiner’s report, we promulgated a fourth 
amendment to Statement of General Policy No. 61-1. We thereby decreased 
the price level for initial sales in Southern Louisiana from 21.5 cents per Mcf 
(at 15.025 psia) not including State taxes, to 21.25 cents per Mcf (at 15.025 
psia) including State taxes. For initial sales of offshore gas extracted from the 
Federal domain, we concluded that the price level should be 19.5 cents per Mcf 
(at 15.025 psia). In this fourth amendment, we stated that our review of the 
examiner’s report in the present proceeding indicated that it was not feasible to 


1Long Island Lighting Company, Philadelphia Electric Company, and The United Gas 
Improvement Company. 

2? Placid Oil Company; Continental Oil Company and Newmont Oil Company; Amerada 
Petroleum Corporation; Shell Oil Company, Pan American Petroleum Corporation ; 
Superior Oil Company; Sun Oil Company; Hunt Oil Company et al.; Gulf Oil Corpora- 
tion ; and Humble Oil and Refining Company. 
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make an interim decision herein at an early date redetermining the appropriate 
initial rate for Southern Louisiana. 

In light of the action described above, we shall deny the joint motion of the 
Long Island Lighting Company, et al. for an abridged hearing, and we shall 
eliminate the first phase of this proceeding leading to the issuance of an interim 
order as contemplated by our order of May 10, 1961. Henceforth, there will be 
a single hearing to determine both the initial producer area rate or rates required 
by the public convenience and necessity and the just and reasonable area rate 
or rates. 

We wish to reemphasize our intention that this proceeding move forward with 
vigor and dispatch. To achieve that purpose we shall take advantage of 
experience to date in Docket No. AR61-1 and, therefore, set.an informal pre- 
hearing conference of the parties and our staff to be held on November 28, 1961, 
in order that the parties may assist us in the development of simplified pro- 
cedures. Thereafter we shall require submission by producers of economic and 
cost data along the line established by appendices A and B (as revised) to our 
order of August 2, 1961, in Docket No. AR61-1. We shall require the same 1960 
detail test year as in AR61-1. The parties are thus on notice to begin the col- 
lection of such data and to continue the preparation of their affirmative cases 
for the hearing, the date of which we shall prescribe by subsequent order. 

We welcome the consolidation of evidentiary showings which has taken place 
in Docket No. AR61-1 and expect similar efforts to be made in these proceedings. 

At the prehearing conference, which should resemble that held on September 
7, 1961, in Docket No. AR61-1, the parties should be prepared to discuss (1) the 
most efficient manner of preparing and compiling the economic and cost data, 
(2) the possibility of a single hearing at which each group of parties would 
present its entire case (“economic” and “cost”) in one package, and (3) any 
other suggestions for simplifying and expediting the proceedings. 

As in the Permian Basin proceeding, we shall waive Section 1.17(b) of the 
Commission’s Rules of Practice and Procedure with respect to service of copies 
of documents, and provide that each party who desires to be served with copies 
of filings made by other parties to these proceedings shall so notify the Secretary. 


The Commission finds: 


(1) For the reasons hereinbefore set forth, the joint motion of Long Island 
Lighting Company, et al., intervenors, should be denied and a further prehearing 
conference should be held as hereafter ordered. 

(2) It is appropriate and in the public interest that the Commission waive the 
provisions of Section 1.17(b) of the Commission’s Rules of Practice and Pro- 
cedure with respect to service of documents in these proceedings to the extent 
hereafter ordered. 


The Commission orders: 


(A) The joint motion of Long Island Lighting Company, et al., intervenors, 
is hereby denied. 

(B) A hearing shall be held at a date subsequently to be prescribed, to deter- 
mine both the initial rate or rates which the public convenience and necessity 
require and the just and reasonable rate or rates for sales, subject to our juris- 
diction, of natural gas produced in the Southern Louisiana area. 

(C) A prehearing conference shall be held at 10:00 a.m. E.S.T., on November 
28, 1961, in a hearing room of the Federal Power Commission, 441 G Street NW., 
Washington 25, D.C., in which all parties may participate and at which con- 
sideration shall be given among other things (1) to simplifying the presentation 
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of evidence and the procedures herein, and (2) to the exact manner of collecting 
operating and cost data, and introducing such data in evidence. 

(D) All parties to these proceedings desiring to receive copies of filings made 
herein by other parties shall, on or before November 28, 1961, so notify the 
Secretary of the Commission by filing an original and three copies of a notice 
naming one specific representative to be served on their behalf, with a certificate 
of service showing that a copy thereof has been properly served on all parties 
to these proceedings. On and after November 28, 1961, the service required 
by Section 1.17(b) of the Commission’s Rules of Practice and Procedure need 
be made only on the person named in the notices required by this paragraph and 
on staff counsel. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-—16235; PACIFIC 
NORTHWEST PIPELINE CORPORATION, DOCKET NO. G—16237 ; COLO- 
RADO INTERSTATE GAS COMPANY, DOCKET NO. G-16904 


ORDER DENYING MOTION FOR ORDER PRESCRIBING PROCEDURE 


(Issued November 13, 1961) 


Colorado Interstate Gas Company (CIG) filed with the Commission on October 
2, 1961, a “Motion for Order Prescribing Procedure” in which it moved that the 
Commission 


* * * enter an order limiting the participation of two interveners, Tennessee 
California Gas Transmission Company (TennCal) and California Gas Trans- 
mission Company (CalGas), to those matters which were set forth by them 
in their joint petition to intervene in these consolidated proceedings, filed 
May 1, 1961, for the reasons that they have not so limited themselves nor 
have they been so limited by the Presiding Examiner. 

Answers to the motion were filed by TennCal, CalGas and the oil Company 

interveners. 

In support of the motion, CIG stated that urgent necessity for the limitation 
requested lies in the fact that it will be unable to meet the estimated firm require- 
ments of its resale customers in the Rocky Mountain region in the winter heating 
season of 1962-63 unless it can construct and put into operation in 1962 certain 
of the facilities as proposed in these proceedings; that TennCal and CalGas 

* * * are now éngaged in unrestricted cross-examination of CIG’s witnesses 

in a manner which portends only further substantial delay at a time when 

no unnecessary delay can be tolerated if the public interest is to be served; 
that under Section 1.8(c) of the Commission’s Rules of Practice and Procedure 
a petition to intervene must set forth the nature of the intervener’s interest, 
grounds for intervention and the position of the intervener in the proceedings 

so as fully and completely to advise the parties and the Commission as 

to the specific issues of fact or law to be raised or controverted * * *; 
that by order issued September 13, 1961, the Commission permitted TennCal 
and CalGas to intervene in these proceedings, 

Provided, however, that their participation shall be limited to matters 


affecting rights and interests expressly asserted in their petition to 
intervene * * * ; 
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that the examiner in these proceedings stated that: 


* * * Once an intervenor has been permitted to intervene, I have never 
known a situation—I have never known the claim even to be made that he 
is not in the case for all purposes ; 

Now, your position may be right, but it would be a very serious ruling for 
me to undertake to restrict the scope of the participation of Tennessee Cali- 
fornia Gas Transmission Company, et al. in this proceeding. I have never 
done that with any intervenor, but I will hear you (Tr. 5049) ; 


and that 


The Examiner adhered to this attitude after hearing detailed discussion as 
to what TennCal and CalGas did allege in their petition to intervene. After 
extensive argument (Tr. 5048-5059) as to what TennCal and CalGas were 
entitled to elicit on cross-examination of CIG’s witness, the Examiner ruled 
that these two late intervenors could inquire on a very broad basis (Tr. 
5088-5089) . 


CIG then stated as the purpose of its motion that 


This motion is calculated only to enable the Commission to direct that 
future proceedings in this consolidated docket are not to be carried on as 
though TennCal and CalGas were not limited by the words which the 
Commission inserted in its order as words of limitation. 


We note that CIG did not allege that the petition to intervene filed by TennCal 
and CalGas fails to comply with Section 1.8(c) of our Rules of Practice and 
Procedure which was cited by the movant, nor does it point out a single specific 
instance of transgression of the limitation contained in our order permitting 
intervention that the interveners’ participation shall be limited to matters af- 
fecting rights and interests expressly asserted in their petition tointervene. In- 
stead of citing a specific instance of transgression, CIG makes only the general 
allegation that: 


Beginning with hearings starting the morning of September 14, 1961, the 
day following the granting of intervention to TennCal and CalGas, and 
extending to the conclusion of that session of hearings held through Septem- 
ber 19th, the record is replete with questions obviously not concerned with 
the interests of TennCal and CalGas as disclosed in their petition to inter- 
vene—even as expanded to encompass grounds asserted in the motions for 
reopening and consolidation. 


CIG is asking this Commission to issue an order for the guidance of future 
proceedings without having stated facts to show that such an order is needed. 
In the absence of an allegation of such facts, we deem it unnecessary to admonish 
that the limitation upon the interveners’ participation as contained in the order 
permitting intervention should be observed. Such observance is implicit in the 
limitation itself. 

Upon consideration of the matters set forth in CIG’s motion and in the answer 
thereto, we find that the motion should be denied. 

It is our view, however, that it is in the public interest and the interest of 
all parties to conclude the hearing in these proceedings as expeditiously as 
possible. We, therefore, entrust the examiner with the duty of seeing that the 
hearing is not unduly protracted by dilatory tactics or by the introduction of 
irrelevant or immaterial testimony. 


The Commission orders: 


The motion for an order prescribing procedure filed herein by Colorado Inter- 
state Gas Company is hereby denied. 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


McALESTER FUEL COMPANY, (OPERATOR), ET AL., DOCKET NOS. 
G-17150, G-20069, AND RI61-221 


ORDER ACCEPTING OFFER OF SETTLEMENT AND TEBMINATING PROCEEDINGS 


(Issued November 13, 1961) 


On October 3, 1960, McAlester Fuel Company (Operator, et al. (McAlester), 
tendered for filing a proposed increased rate of 15.0¢ per Mef. contained in a 
filing designated as Supplement No. 4 to McAlester’s FPC Gas Rate Schedule 
No. 4, for the jurisdictional sale of natural gas to Texas Eastern Transmission 
Corporation (Texas Eastern), from properties in Tatum Field, Rusk and Panola 
Counties, Texas (Railroad Commission District No. 6). That increased rate 
was suspended, and subsequently made effective subject to refund on April 
3, 1961. Previously filed increased rates under McAlester’s Rate Schedule 
No. 4 have been suspended and later made effective subject to refund in Docket 
Nos. G-17150 and G—20069. 

On October 23, 1961, McAlester submitted an Offer of Settlement proposing 
that the 15.0¢ rate contained in McAlester’s Supplement No. 4 be continued 
in effect for the remainder of the term of the contract (until 1978), that the 
above-designated proceedings be terminated, and that McAlester be relieved 
of any obligation to refund in these matters. McAlester proposes to eliminate 
from its Gas Purchase Contract with Texas Eastern, dated June 12, 1957, and 
designated as McAlester’s FPC Gas Rate Schedule No. 4, the favored-nation 
and annual escalation provisions. 

Texas Eastern has concurred in the Offer of Settlement and has agreed, in 
the event the Offer is accepted by the Commission, to make the necessary con- 
tract changes or amendments provided for in the Offer. No objections to the 
proposed settlement have been received from the interveners’ in Docket No. 
RI61-221. There are no interveners in Docket No. G—17150 or G—20069. 

Since the proposed rate of 15.0¢ per Mcf at 14.65 psia is acceptable under the 
provisions of the Second Amendment to the Commission’s Statement of General 
Policy No. 61-1 [18 CFR, Chapter I, Part 2, Section 2.56] issued December 
20, 1960, for jurisdictional sales of natural gas in Texas Railroad Commission 
District No. 6, it appears that the public interest will best be served by accept- 
ing McAlester’s proposed settlement as herein provided. 

However, we desire to make it clear that acceptance of this Offer of Settle 
ment shall not be construed as approval of any future increased rates proposed 
by McAlester. 


The Commission finds: 

The proposed settlement of these rate proceedings on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by McAlester with the 
Commission on October 23, 1961, is in the public interest and appropriate to 
carry out the provisions of the Natural Gas Act and should be approved by the 
Commission and made effective as hereinafter ordered, and the proceedings 
should be terminated. 


The Commission orders: 


(A) The Offer of Settlement filed by McAlester with the Commission on 
October 23, 1961, in Docket Nos. G—17150, G—20069 and RI61-—221, is hereby 
approved in accordance with the provisions of this order. 


1 The Brooklyn Union Gas Co., and Long Island Lighting Co. 
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(B) McAlester shall execute with Texas Eastern, and shall file within 30 
days from the date of issuance of this order an amendment to its Gas Purchase 
Contract with Texas Eastern, on file with the Commission as McAlester’s FPC 
Gas Rate Schedule No. 4, which filing shall conform to McAlester’s Offer of 
Settlement in all respects. 

(C) Upon notification by the Secretary that McAlester has complied with 
the terms and conditions of this order, Supplement No. 4 to McAlester’s FPC 
Gas Rate Schedule No. 4, providing for a rate of 15.0 cents per Mcf at 14.65 
psia, shall be continued in effect without refund obligation; and the proceedings 
in Docket Nos. G—17150, G—20069, and RI61-221 shall be deemed terminated 
and McAlester shall be relieved of any refund obligations thereunder. 

(D) The acceptance of this Offer of Settlement is without prejudice to any 
findings or determinations that may be made in any proceeding now pending 
or hereafter instituted by or against McAlester. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NO. CP61-185 


ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued November 13, 1961) 


This case, which involves an application filed pursuant to Section 7(c) for 
certificate authority to install and operate expanded pipeline facilities on the 
Natural Gas Pipeline Company of America (Natural) system, was before us on 
previous occasions.* 

Natural is seeking a certificate of public convenience and necessity pursuant 
to Section 7(c) of the Natural Gas Act to construct and operate 257.41 miles of 
30-inch looped pipeline and a total of 5,800 Bhp in its existing Compressor 
Station Number 300 and Number 301 located respectively in Victoria and 
Wharton Counties, Texas. 

These additional facilities will enable Natural’s Gulf Coast operating division, 
extending from Starr County, Texas, to the City of Chicago, Illinois, to increase 
its daily peak capacity by 60,000 Mcf and thereby provide the Gulf Coast 
division with a total capacity of 729,000 Mcf on its peak day. 

The facilities proposed will cost an estimated $28,560,000 and the additional 
volume of gas thus made available will be sold by Natural to its existing 
customers. 

During the formal proceedings upon the application in this docket, evidence 
was submitted demonstrating the engineering and economic feasibility of the 
applicant’s proposals. No issue was raised by the staff or the interveners as 
to sufficiency of this evidence or as to Natural’s ability to satisfactorily finance 
the proposed expansion. 

The only issue of any moment raised in these proceedings was the adequacy 
of Natural’s gas supply to provide assured and reliable service to its customers 
in the eleventh and twelfth years of the operation of the proposed additional 
facilities. Natural, in answer to contentions raised by the Coal interveners 
and our staff, asserted in its reply brief that this was not a serious matter inas- 
much as Natural had recently obtained dedicated gas reserves providing an 


1See Natural Gas Pipeline Company of America, et al., Docket No. CP61-30, et al., 
order issued July 11, 1961, 26 FPC 146, and National Gas Pipeline Company of America, 
Docket No. CP61-185 letter order issued August 18, 1961. 
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additional 23,061 Mcf per day. The record evidence of the proceedings indi- 
cated Natural’s gas supply was less than adequate. 

In our order of July 11, 1961, wherein we issued a certificate in a companion 
ease, Docket No. CP61-30, decision was deferred in the above-captioned docket 
pending further hearing on Natural’s alleged additional gas supply of approxi- 
mately 23,000 Mcf per day. These hearings commenced and concluded on 
July 31, 1961. Thereafter we dispatched a letter order to Natural issuing a 
temporary certificate of public convenience and necessity authorizing its pro- 
posed pipeline expansion project upon the express condition, among others, 

(1) That Natural contract for attachment to its system sufficient vol- 
umes of gas to bring the total of such additional volumes to the 23,000 Mcf 
per day which Natural originally contended it had available to it. 

A permanent certificate was refused and a conditioned temporary authoriza- 
tion was issued because Natural previously showed that its markets needed 
greater volumes of natural gas, but failed during the reopened hearings to 
submit substantial evidence proving its claimed availability of the full 23,000 
Mcf. This volume of gas was, in our view, the minimum volume needed to 
assure satisfactory service in the eleventh and twelfth years of Natural’s opera- 
tion of the expanded facilities. 

In response to this condition, Natural submitted, on October 12, 1961, supple- 
mental geological information. This data reflects that Natural has contracted 
for an additional gas supply adequate to satisfy the condition (supra). Spe- 
cifically, our analysis of this data shows that Natural has additional daily vol- 
umes available to it in the 11th year of 25,358 Mcf and 24,963 Mcf in the 12th 
year of expanded operations. These volumes are available to Natural by virtue 
of the issuance of temporary authorizations to independent producers in a 
tctal of 31 dockets.? 

Accordingly, it is our finding in this matter, that Natural has proved the 
adequacy of the gas reserves dedicated to it and can therefore maintain and 
assure its customers of reliable natural gas service. A permanent certificate of 
public convenience and necessity will issue as set forth hereinbelow. 


The Commission further finds: 


(1) Natural Gas Pipeline Company of America, a Delaware corporation having 
its principal place of business at Chicago, Illinois, is engaged in the transporta- 
tion of natural gas in interstate commerce and the sale in interstate commerce 
of natural gas for resale and is a “natural-gas company” within the meaning 
of the Natural Gas Act. 

(2) The proposed facilities of Natural hereindescribed and as more fully set 
forth in its applications, are to be used in the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by Natural are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The transportation and sales of natural gas by Natural proposed in Docket 
No. CP61-185 are required by the public convenience and necessity, and a cer- 


2 CI61-—1283* C1I61-—270 CI61-—1620 C1I61—1282* 
C1I60—420 C1I61-677 CI61-1221 CI61-—723 
CI61-1682 CI61-683 CI61-763 C162-139 
C1I60-801 C161-718 CI62-191 CI61-63 
CI60-479 CI62-113 CI60-—828 C1I60—460 
C1I62-314 C161-187 CI61-159 CI62—250 
CI61-1050 CI61-139 CI62-163 CI61-—1662 
C1I61—1202 CI62-—164 C161-1736 


*The gas supply underlying these dockets was excluded from consideration because 
satisfactory acceptances of the proffered temporary authorizations have not been received 
from the applicants therein. 
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tificate therefor should be issued as hereinafter ordered, upon the terms and 
conditions contained in the order, which terms and conditions are reasonable 
and required by the public convenience and necessity. 

(4) Natural is able and willing properly to do the acts and to perform the 
services proposed in Docket No. CP61-185, and to conform to the provisions of 
the Natural Gas Act, and the requirements, rules and regulations of the Com- 
mission thereunder. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued to 
Natural, upon the conditions hereinafter set forth, authorizing the construction 
and operation of the facilities and the sales of natural gas proposed in 
Docket No. CP61-185, as more fully described hereinabove and in the company’s 
application and in the record in this proceeding. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the certificate issued Natural; and the time 
within which the facilities authorized herein shall be constructed and placed in 
regular operation is fixed at ten (10) months from the date of issuance of this 
order. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


SKELLY OIL COMPANY (OPERATOR), ET AL., DOCKET NO. RI61-500 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDING 


(Issued November 13, 1961) 


On April 27, 1961, Skelly Oil Company (Operator), et al. (Skelly) tendered for 
filing Supplement No. 8 to its FPC Gas Rate Schedule No. 10, proposing a re- 
determined rate of 16.16947 cents per Mef for its jurisdictional sale of natural 
gas to Tennessee Gas Transmission Company (Tennessee Gas) from the Bay City 
Field in Matagorda County, Texas (Railroad Commission District No. 3). By 
order issued herein on May 25, 1961, the Commission suspended the effectiveness 
of the proposed increased rate until October 28, 1961, and thereafter until made 
effective in the manner prescribed by the Natural Gas Act. 

On October 19, 1961, Skelly submitted in this proceeding an Offer of Settle- 
ment pursuant to Section 1.18(e) of the Commission’s Rules of Practice and 
Procedure. 

In its Offer of Settlement, Skelly proposes to file an increased rate of 14.6 
cents per Mcf at 14.65 psia in substitution for the 16.16947 cents per Mcf at 14.65 
psia, to be effective as of the date of this order. Under the terms of the Offer, 
the favored-nation and price redetermination provisions would be eliminated 
from the contract involved and a revised schedule of three 1.0 cent per Mcf 
escalations at five-year intervals, beginning January 1, 1964 (maximum rate of 
17.6 cents per Mcf in 1974) would be substituted therefor. In addition, the tax 
provision is to be amended to provide for reimbursement of any increase after 
January 1, 1959. 

Tennessee Gas has joined in the Offer of Settlement and approves the proposed 
contract amendment. No objections to the proposed settlement have been re- 
ceived from the interveners ’ in this proceeding. 


1The Brooklyn Union Gas Co., Long Island Lighting Co., and Public Service Blectric 
and Gas Co. 
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Since the proposed rate of 14.6 cents per Mcf at 14.65 psia is acceptable 
under the provisions of the Second Amendment to the Commission’s Statement 
of General Policy No. 61-1 [18 CFR, Chapter I, Part 2, Section 2.56] issued 
December 20, 1960, for jurisdictional sales of natural gas for Texas Railroad 
Commission District No. 3, it appears that the public interest will best be 
served by accepting Skelly’s proposed settlement as herein provided. 

However, we desire to make it clear that acceptance of this Offer of Settle- 
ment shall not be construed as approval of any future increased rates proposed 
by Skelly under the periodic escalation provisions or otherwise. 


The Commission finds: 


The proposed settlement of this rate proceeding on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by Skelly with the 
Commission on October 19, 1961, is in the public interest and appropriate to 
carry out the provisions of the Natural Gas Act and should be approved by the 
Commission and made effective as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by Skelly with the Commission on October 
19, 1961, in Docket No. RI61-500, is hereby approved in accordance with the 
provisions of this order. 

(B) Skelly shall execute with Tennessee Gas, and shall file within 30 days 
from the date of issuance of this order, an amendment to its Gas Purchase 
Contract with Tennessee Gas, on file with the Commission as Skelly’s FPC Gas 
Rate Schedule No. 10, which filing shall conform to Skelly’s Offer of Settlement 
in all respects. The amendment shall be filed as a supplement to Skelly’s FPC 
Gas Rate Schedule No. 10 in the form required for a change in rate in accordance 
with Part 154 of the Commission’s Regulations under the Natural Gas Act. 

(C) Upon notification by the Secretary that Skelly has complied with the 
terms and conditions of this order, the rate of 14.6 cents per Mcf specified in 
the Offer of Settlement shall be effective as of the date of the issuance of this 
order, Supplement No. 8 to Skelly’s FPC Gas Rate Schedule No. 10 shall be 
considered superseded, and the proceeding in Docket No. RI61-500 shall be 
deemed terminated. 

(D) The acceptance of this Offer of Settlement is without prejudice to any 
findings or determinations that may be made in any proceeding now pending 
or hereafter instituted by or against Skelly. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuyken- 
dall, Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


EL PASO NATURAL GAS COMPANY vy. PAN AMERICAN PETROLEUM 
CORPORATION, DOCKET NO. RI62-56; EL PASO NATURAL GAS COM- 
PANY v. PAN AMERICAN PETROLEUM CORPORATION (OPERATOR), 
ET AL., DOCKET NO. RI62-57 


ORDER GRANTING MOTIONS, ACCEPTING RATE FILINGS AND TERMINATING PROCEEDINGS 


(Issued November 14, 1961) 


On June 1, 1961, Pan American Petroleum Corporation and Pan American 
Pertoleum Corporation (Operator), et al. (both hereinafter referred to as Pan 
American), filed two Notices of Change in rate schedules under which it sells 
gas, subject to the jurisdiction of the Commission, to El Paso Natural Gas 
Company (Hl Paso). The Notices of Change, which provided for increases in 
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price from 6.5¢ to 9.0¢ per Mef., were accepted for filing, were designated as 
Supplement Nos. 11 and 14 to Pan American’s FPC Gas Rate Schedules Nos. 
115 and 168, respectively, and were permitted to become eifective as of July 
2, 1961. By letters dated June 28, 1961, the Commission informed Pan American 
of the foregoing action. 

On July 10, 1961, El Paso filed a protest to the acceptances for filing of the 
aforementioned Notices of Change alleging that the favored-nation provisions 
in the contracts comprising Pan American’s FPC Gas Rate Schedules Nos. 115 
and 168 have not been activated and as a result the rate filings are unilateral 
in character’? and that the Reef Field principle? is not applicable. In support 
thereof, El Paso states that there is no similarity between the contracts under 
which Pan American seeks the rate increases here in issue and the contracts 
containing the renegotiated rates and provisions which Pan American cites as a 
basis for activation of the favored-nation provisions. By order issued September 
21, 1961, the Commission set these matters for hearing to resolve the aforestated 
issues. 

Subsequent to said order, Pan American and El Paso have renegotiated the 
contractual provisions which were the bases of the controversy in these pro- 
ceedings and on October 13, 1961, Pan American tendered the supplementary 
agreements as supplements to the aforementioned rate schedules. Said tenders 
leave unchanged the presently effective 9¢ per Mcf. rate level. Concurrently 
on October 13, 1961, El Paso filed a petition to withdraw the protest and a 
motion to terminate these proceedings and stated therein that upon acceptance 
of the rate filings, El Paso no longer would have any “grievance to assert.” 
Pan American, on the same day, filed a joinder in El Paso’s petition. 

In the judgment of the Commission, settlement of these proceedings and ac- 
ceptance of the tendered agreements for filing as supplement to the aforemen- 
tioned rate schedules is desirable and appropriate to carry out the provisions of 
the Natuarl Gas Act. However, it should be made clear that said acceptances for 
filing shall not be construed as approval of the periodic price increases of 1¢ 
per Fecf. in each four-year period as set out in the supplementary agreements. 


The Commission finds: 


Good cause exists for accepting Pan American’s rate tenders of October 13, 
1961, for granting the motions to terminate filed herein by El Paso and Pan 
American and for terminating these proceedings. 


The Commission orders: 


(A) The aforementioned supplementary agreements tendered by Pan Ameri- 
can on October 13, 1961 are hereby accepted for filing, are designated as Supple- 
ment No. 12 to Pan American’s FPC Gas Rate Schedule No. 115 and Supplement 
No. 15 to Pan American’s FPC Gas Rate Schedule No. 168, and are declared 
effective as of November 138, 1961. 

(B) The aforementioned motions filed on October 13, 1961 in these proceedings 
by Pan American and El Paso are hereby granted and the proceedings in Docket 
Nos. RI62-56 and R1I62-57 are terminated as of November 13, 1961. 


1 United Gas Pipe Line Company v. Mobile Gas Service Corporation, et al., 350 U.S. 332. 
219 FPC 351. 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


MONTANA-DAKOTA UTILITIES CO., DOCKET NO. IT-5460 


IRDER AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY TO OANADA AND SUPER- 
SEEDING PREVIOUS AUTHORIZATION 


(Issued November 14, 1961) 


Montana-Dakota Utilities Co. (Applicant), incorporated under the laws of 
the State of Delaware and qualified to do business as a foreign corporation in 
the States of Minnesota, Montana, North Dakota, South Dakota, and Wyoming, 
with its principal place of business at Minneapolis, Minnesota, on June 21, 1961, 
filed an application for a supplemental order, pursuant to Section 202(e) of the 
Federal Power Act, authorizing an increase in the amounts of electric energy 
which Applicant is presently authorized to transmit from the United States to 
Canada. 

By Commission order issued April 4, 1960, in the above docket, (23 FPC 572), 
Applicant was authorized to transmit electric energy from the United States to 
Canada as follows: 

At North Portal, Saskatchewan, an amount not to exceed 500,000 kilowatt- 
hours per annum at a maximum transmission rate of 200 kilowatts ; 

At Northgate, Saskatchewan, an amount not to exceed 45,000 kilowatt-hours 
per annum at a maximum transmission rate of 20 kilowatts ; 

At Elmore, Saskatchewan, an amount not to exceed 12,000 kilowatt-hours per 
annum at a maximum transmission rate of 10 kilowatts; and 

At Marienthal, Saskatchewan, an amount not to exceed 25,000 kilowatt-hours 
per annum at a maximum transmission rate of 12 kilowatts. 

Applicant now seeks authorization to transmit electric energy from the United 
States to Canada in the following amounts and at the following rates of trans- 
mission : 

At North Portal, up to 666,000 kilowatt-hours per annum at a rate not to 
exceed 230 kilowatts ; 

At Northgate, up to 60,600 kilowatt-hours per annum at a rate not to exceed 
20 kilowatts; 


At Elmore, up to 24,300 kilowatt-hours per annum at a rate not to exceed 10 
kilowatts; and 

At Marienthal, up to 28,700 kilowatt-hours per annum at a rate not to exceed 
12 kilowatts. 

The amounts of electric energy which Applicant proposes to export, like those 
amounts presently exported pursuant to the afore-mentioned authorization, are 
to be transmitted to Canada from points within the State of North Dakota over 
four 2.3 kilovolt lines which are covered by a Presidential Permit signed by the 
President of the United States on May 18, 1942, and released to Applicant con- 
currently with the issuance of Commission order issued July 21, 1#42 (3 FPC 
761), all in the above docket. 

According to the application, the increased amounts of power and energy will 
be used by Applicant to meet the expanding electric requirements of its retail 
customers in Canada. 

Written notice of the application has been given to the Railroad and Ware- 
house Commission of Minnesota, the Board of Railroad Commissioners of 
Montana, the Public Service Commission of North Dakota, the Public Utilities 
Commission of South Dakota, and the Public Service Commission of Wyoming 
and to the Governor of each of those States. Notice of the application was 
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also published in the Federal Register on July 15, 1961 (26 F.R. 6403), stating 
that any person desiring to be heard or to make any protest with reference to 
the application should on or before July 31, 1961, file with the Federal Power 
Commission, Washington 25, D.C., a petition or protest. No petition or pro- 
test or request to be heard in opposition to the granting of the application has 
been received. 


The Commission finds: 

The transmission of electric energy from the United States to Canada, as 
limited herein and as hereinafter authorized, will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 


The Commission orders: 


(A) Applicant is hereby authorized to transmit electric energy from the 
United States to Canada in accordance with the terms and conditions set forth 
in the application and subject to the provisions of this order. 

(B) The electric energy which Applicant is hereby authorized to transmit 
from the United States to Canada shall not exceed 666,000 kilowatt-hours per 
annum at a maximum transmission rate of 230 kilowatts at North Portal, 
Saskatchewan, 60,600 kilowatt-hours per annum at a maximum transmission 
rate of 20 kilowatts at Northgate, Saskatchewan, 24,300 kilowatt-hours per 
annum at a maximum transmission rate of 10 kilowatts at Elmore, Saskatche- 
wan, and 28,700 kilowatt-hours per annum at a maximum transmission rate of 
12 kilowatts at Marienthal, Saskatchewan. The energy which Applicant is 
hereby authorized to export shall be transmitted over the facilities specified 
in the Presidential Permit signed by the President of the United States on May 
18, 1942, and released to Applicant on July 21, 1942, as referred to above. 

(C) The authorization herein granted may be modified from time to time 
or terminated by further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit referred to in paragraph (B) above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all electric energy transmitted from the United States to 
Canada pursuant to the authority herein granted; shall make, keep and pre- 
serve full and complete records with respect to the movement of such energy; 
and shall furnish to the Commission with respect to such transmission of energy, 
on or before February 15 of each year, reports in triplicate showing the kilo- 
watt-hours delivered at each of the points herein authorized, the maximum kilo- 
watts of transmission, and the consideration received therefor during each month 
of the preceding calendar year. 

(F) This authorization to transmit electric energy from the United States to 
Canada shall not be transferable or assignable, but in the event of the involun- 
tary transfer of facilities used for such transmission by operation of law (in- 
cluding such transfers to receivers, trustees, or purchasers under foreclosure or 
judicial sale), shall continue in effect temporarily for a reasonable time there- 
after, pending the making of an application for permanent authorization and 
decision thereon, provided notice is promptly given in writing to the Commission 
accompanied by a statement that the physical facts relating to sufficiency of 
supply, rates, and nature of use remain substantially the same as before the- 
transfer. 





FEDERAL POWER COMMISSION 735 


(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Dominion of Canada for the exercise 
of any lawful authority vested in such State, State regulatory commission, or 
the Dominion of Canada over Applicant. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or any other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(I) The authorization herein granted shall supersede that heretofore granted 
by Commission order issued April 4, 1960, referred to above. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


SETTLEMENT AGREEMENTS RELATING TO ANNUAL PAYMENTS TO 
LICENSES AND PERMITTEES FOR HEADWATER BENEFITS, DOCKET 
NO. R-202 

ORDER NO. 237 


ORDER PRESCRIBING RULE PERMITTING SETTLEMENT AGREEMENTS SUBJECT TO 
COMMISSION APPROVAL IN LIEU OF SECTION 10(F) DETERMINATION 


(Issued November 14, 1961) * 


The Commission has under consideration in this proceeding the promulgation 
of regulations enabling non-Federal power developers to enter into contracts in 
which each would agree to annual payments for headwater benefits subject to 
Commission approval in lieu of a formal determination under Section 10(f) 
of the Federal Power Act. The regulations prescribed hereinafter will con- 
stitute a new Part 13 to Subchapter B—Regulations Under the Federal Power 
Act, of Chapter I of Title 18 of the Code of Federal Regulations. 

Presently, headwater benefit payments to licensees or permittees are deter- 
mined by the Commission under Section 10(f) of the Federal Power Act; and 
in such proceedings that subsection requires the affected parties to reimburse 
the United States for the cost to the Commission of making headwater benefit 
determinations. In order to spare the parties the expense involved in making 
such Section 10(f) determinations in appropriate cases, it has been proposed to 
allow the parties to agree among themselves subject to subsequent Commission 
approval as to the amount of the annual headwater benefit payments. 

Subsequent to the general public notice of rule making in this proceeding 
on July 15, 1961 (26 F.R. 6368), comments and suggestions were filed by the 
following classes of respondents : 





ee Gr IN sista ines coicvcicenit casing tapi ai acacia tallacesaecedaapiliesl 5 
URI scacetttasccesces ce ican cca pca hadi amiable ain elgalaencaageate 4 
SG IID cisteicciesicccca teens aise cleesk candace mca acne adnan awed 1 
ee I iit SSS aks tereleaee aed ted ea akc lad k inet bebepeees 1 
BE Te cick nial ltr ace amen ta c hc rh ai alannah 1 

TINUED nisnseicnasterin sins ccs comes Sc cagihenip andl acest maaan apamaeata eae 12 





*Published in Federal Register, November 18, 1961 (26 F.R. 10794). 
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Some respondents urged that notice and opportunity for comment on proposed 
settlement agreements be accorded to interested parties and Federal agencies. 
It is the intention of the Commission to give such notice. Some respondents sug- 
gested that the proposed rule be modified to expressly provide for payment in 
kind or in cash. However, we do not believe this is necessary since the rule as 
noticed is broad enough to permit such settlements in appropriate cases. On 
the whole, the respondents with one exception favored the adoption of the rule 
as noticed or with one or more modifications. 


The Commission finds: 


(1) In view of the foregoing, and upon consideration of all relevant matters 
presented, it is appropriate for the purposes of the Federal Power Act that the 
proposed regulations as set forth in the Notice of Proposed Rule Making (26 
F.R. 6368) be adopted and promulgated as a new Part 13 to Subchapter B— 
Regulations Under the Federal Power Act, of Chapter I of Title 18 of the Code 
of Federal Regulations, effective December 31, 1961, all in the manner as 
hereinafter provided. 

(2) Good cause exists for the adoption of the regulations as set forth herein 
to be effective as of December 31, 1961. 

The Commission, acting pursuant to the Federal Power Act, as amended, 
particularly Section 309 thereof (16 U.S.C. 825h), and the Administrative 
Procedure Act, particularly Section 5(b) (5 U.S.C. 1004(b)), Orders: 

(A) Effective December 31, 1961, Subchapter B—Regulations Under the Fed- 
eral Power Act, of Chapter I, of Title 18 of the Code of Federal Regulations is 
amended by adding a new Part 13, as follows: 


Part 13—Settlements Involving Headwater Benefits 


§13.1 Settlements Involving Headwater Benefits. Henceforth, licensees 
and permittees with headwater improvements providing power benefits to 
downstream non-Federal power developers may file contracts entered into 
with such parties so benefited agreeing to the amount of annual payments 
for headwater benefits. The aforesaid contracts will be accepted for filing 
subject to subsequent review and approval by the Commission. When 
possible, such contracts should be filed prior to the incurring of expense 
by the Commission for headwater benefit investigation with respect to a 
particular project pursuant to Section 10(f) of the Federal Power Act. 


(B) The Secretary of the Commission shall cause prompt publication of this 
order to be made in the Federal Register. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


PANHANDLE EASTERN PIPE LINE COMPANY v. CITY OF ROLLA, 
KANSAS, DOCKET NO. RP62-3 


ORDER DISMISSING COMPLAINT AND PETITION FOR DECLARATORY ORDER FOR WANT 
OF JURISDICTION 


(Issued November 14, 1961) 


On September 12, 1961, Panhandle Eastern Pipe Line Company (Panhandle) 
filed a “Complaint and Petition for Declaratory Order” in the above-captioned 
case, Panhandle complains that the City of Rolla, Kansas, (Rolla), “a munic- 
ipality which, in its proprietory capacity, is engaged in the sale of natural gas 
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from production in Morton County Kansas, to Panhandle,” is violating the 
Natural Gas Act (Act). The violation, as set forth in Panhandle’s complaint is 
that Rolla is a natural-gas company within the meaning of the Act and therefore 
is required (1) to file with the Commission an appropriate rate schedule cover- 
ing sales of gas to Panhandle, and (2) that Rolla should be prohibited from 
collecting from Panhandle any increase in rates presently being paid until 
such time as Rolla has complied with the Act and the Commission’s Regula- 
tions. We are requested to enter a declaratory order to this effect. 

Rolla answered the complaint asserting, inter alia, that it is not a natural 
gas company since Section 2 of the Act expressly excludes municipalities from 
the Act’s coverage. 

Briefly, the factual background giving rise to the controversy is as follows. 
The townsite of Rolla comprises 131 acres and is situated above a recognized 
natural gas field in Morton County, Kansas. Panhandle is the owner of gas 
leases on acreage adjoining the townsite. On February 24, 1953, Rolla and 
Panhandle agreed to unitize their acreage so as to constitute a drilling unit 
of not more than 640 acres for the production and sale of natural gas. This 
was done in conformity with the rules of the Kansas Corporation Commission 
and subject to its approval. 

After drilling and completing its Stout No. 1 well, Rolla commenced the 
delivery and sale of natural gas to Panhandle in accordance with their agree- 
ment. Panhandle transports and resells the gas in interstate commerce. 

The core of the controversy is the price Panhandle is obliged to pay for 
Rolla’s proprotionate share of volumes produced and delivered into Pan- 
handle’s system. The agreement provides: 


FIFTH: It is further understood and agreed that the management and 
operation of said well shall be under the direction and control of Panhandle 
Eastern Pipe Line Company as to the entire acreage. The only interest of 
[Rolla] is a financial interest and the right to a computation and payment 
of its proportionate share of the runs from said well at the minimum 
price established by order of the Kansas Corporation for natural gas in the 
Hugoton Field of Kansas; * * * [Emphasis added]. 


Panhandle, relying on Phillips Petroleum Company v. Wisconsin, 347 U.S. 
672, asserts that Rolla’s interstate sales of gas are within the purview of the Act. 
And they contend further, that the “minimum price order” has been judicially 
declared invalid,’ and it cannot, therefore, provide a proper basis for fixing the 
price for the sales of gas. 

In this framework, the question for us to decide is whether Rolla, a muni- 
cipality and coowner of gas produced and sold in interstate commerce, is a 
“natural-gas company” subject to reguletion under the Act. 

We hold that the plain language of the Act, found in Section 2, subsections 
(1), (2), (8) and (6) expressly exclude municipalities from the ambit of Com- 
mission jurisdiction. Specifically, subsection (6) defines a “natural-gas com- 
pany” to mean: 


a person engaged in the transportation of natural gas in interstate com- 
merce, or the sale in interstate commerce of such gas for resale [Emphasis 
added]. 


In preceding subsections (1), (2) and (3), a “person” is defined as “an individual 
or a corporation.” It is then provided that a “municipality,” meaning “a city, 
1 Panhandle, without so stating, apparently has reference to Natural Gas Pipeline Co. 


v. Panoma Corporation, 349 U.S. 44 and Cities Service Gas Co. v. State Corporation 
Commission, 355 U.S. 391. 


693—488—64 49 
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county, or other political subdivision or agency of a State,” shall not be included 
within the definition of the term “corporation.” 

From this it is clear that municipalities cannot be “natural-gas companies” as 
that term is used by the Act. We are not, therefore, vested with jurisdiction 
to regulate municipalities, even though they are engaged in the sale of natural 
gas to interstate pipeline companies. Lacking such jurisdiction, it follows 
that we are without jurisdiction to resolve disputes between Panhandle and 
Rolla relating to the contractual price for the sales of gas produced from their 
jointly owned acreage. 


The Commission finds: 


The complaint, filed by Panhandle on September 12, 1961, and the petition for 
a declaratory order contained therein should be dismissed. 


The Commission orders: 


The complaint, filed by Panhandle on September 12, 1961, and the petition 
for a declaratory order contained therein is hereby dismissed. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


" BEL OIL CORPORATION, DOCKET NOS. G-4505, G-17665 and G-18217 


ORDER DENYING OFFER OF SETTLEMENT 


(Issued November 15, 1961) 


On October 4, 1954, Bel Oil Corporation (Bel Oil) tendered for filing a pro- 
posed increase in rates subject to the jurisdiction of the Commission for sales 
to Transcontinental Gas Pipe Line Company (Transco) from the producing 
area of the North Elton Field, Allen Parish, La. The proposed rate was desig- 
nated Supplement No. 1 to Bel’s FPC Gas Rate Schedule No. 3, suspended in 
Docket No. G-—4505 and subsequently made effective subject to refund on Feb- 
ruary 2, 1955. This proceeding was consolidated for hearing with Union Oil Co. 
of California Docket No. G—4831, et al., and dismissed by the Commission on De- 
cember 6, 1956, Opinion No. 300, 16 FPC 100. Bel Oil appealed the Commission’s 
decision and by decision of the Court (U.S.C.A. 5) on April 23, 1958, the Com- 
mission was directed to reopen Docket No. G—4331 “to afford petitioners reason- 
able opportunity to adduce such evidence as they may be advised is relevant to 
the inquiry, whether the proposed rate of 16.0¢ plus 1¢ State Tax, is just and 
reasonable.” The proceeding was reopened, postponed and no further hearings 
have been held since. 

On July 7, 1958, Bel Oil filed a proposed increase in rates to Transco based 
upon the Louisiana Gas Gathering Tax reimbursement. This filing was desig- 
nated Supplement No. 2 to Bel’s FPC Gas Rate Schedule No. 3, was suspended 
in Docket No. G—15591, was made effective subject to refund from August 1, 
1958 to December 1, 1958. The proceeding was thereafter terminated by order 
of the Commission issued May 29, 1961, requiring refunds. On December 29, 
1958, Bel Oil filed an increase based upon its interpretation of contract pro- 
visions relating to Louisiana Gas Severance tax. This filing, designated Sup- 


2 Docket No. G—15591 was included in the caption of Bel Oil’s Offer, and is referred to 
herein for that reason only. 
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plement No. 3 to Bel Oil’s FPC Gas Rate Schedule No. 3, was suspended in 
Docket No. G-17665 and subsequently made effective subject to refund on 
February 1, 1959. On March 19, 1959, Bel Oil filed a change in rate based upon 
favored-nation provisions in its contract. This change reflects an increase from 
16.0¢ to 21.5¢ per Mcf, totaling $232,288 annually. This increase was designated 
Supplement No. 4 to Bel Oil’s FPC Gas Rate Schedule No. 3, was suspended 
in Docket No. G-18217 and made effective subject to refund on September 21, 
1959. On July 10, 1961, Bel Oil tendered for filing an Offer of Settlement in 
the above-described proceedings, requesting approval of the offer in its entirety 
and termination of the said proceedings. Together with its offer Bel Oil sub- 
mitted cost-of-service data for the year 1959. 

The terms of Bel Oil’s settlement provide, inter alia, as follows: 

1. The base rate shall be 8.79715¢ per Mcf from November 1, 1954 through 
February 1, 1955, with a base rate of 16.0¢ per Mcf from Feburay 2, 1955 through 
February 4, 1963, and 1¢ per Mcf escalation at 5-year intervals from February 5, 
1963 through 1973. 

2. The amount of tax reimbursement shall be 1¢ per Mcf from November 1, 
1954 through November 30, 1958 and 1.75¢ per Mcf from December 1, 1958 
thereafter. 

3. Favored-nation provisions shall be deleted. 

4. The increase effective subject to refund in Docket No. G—18217 shall be 
withdrawn and the amounts collected thereunder shall be refunded together with 
6 percent interest thereon. 

5. Gas reserves shall be dedicated to a depth of 10,750 feet underlying ap- 
proximately 800 acres in South Crowley area, Acadia Parish, La., with further 
development to be commenced on such acreage within 60 days after settlement. 

In support of its offer, Bel Oil states that a rate of 17.75¢ per Mcf, including 
tax reimbursement, is justified as shown by the accompanying cost-of-service 
studies submitted. Five interveners, Brooklyn Union Gas Company, Consolidated 
Edison Company of New York, Inc., and The United Gas Improvement Co., 
Philadelphia Electric Company and Public Service Electric and Gas Company 
have indicated disapproval of the proposed offer of settlement, and have recom- 
mended rejection of the offer because the settlement rate is less favorable than 
that reached in Union Oil of California, Docket No. G—4331. 

The proposed settlement rate exceeds the applicable area price level as set 
forth in the Commission’s Statement of General Policy No. 61-1°, 24 FPC 818. 
Moreover, our examination of Bel Oil’s cost-of-service data submitted concur- 
rently with its offer indicates items subject to question and certain deviations 
from principles set forth in Phillips Petroleum Company, Opinion No. 338, 24 
FPC 537. 


The Commission finds: 


For the foregoing reasons, good cause has not been shown for accepting Bel 
Oil’s Offer of Settlement filed July 10, 1961, or for terminating the proceedings 
in Docket Nos. G-4505, G—17665, and G-18217. 


The Commission orders: 


The Offer of Settlement filed by Bel Oil Corporation on July 10, 1961, is hereby 
denied. 


2See Order Approving Offer of Settlement issued January 13, 1960, 23 FPC 73. 
* The applicable area ceiling for increased rates is 14.0¢ per Mcf. 
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Before Commissioner: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


ALGONQUIN GAS TRANSMISSION COMPANY, DOCKET NO. G-19133 


ORDER APPROVING RATE SETTLEMENT, PRESCRIBING REFUNDS AND TERMINATING 
PROCEEDING 


(Issued November 16, 1961) 


On April 3, 1961, Algonquin Gas Transmission Company (Algonquin) filed a 
proposed “Rate Settlement Agreement” together with a motion for approval of 
that settlement and termination of this proceeding. On October 27, 1961, 
Algonquin filed a “Supplement to and Amendment of Motion for Approval of 
Rate Settlement Agreement”, a copy of which is attached hereto as Appendix 
A* The proposed settlement agreement as filed on April 3, 1961, had been 
executed by all of Algonquin’s wholesale customers.* The amended motion and 
settlement agreement, attached hereto as Appendix A, has been approved by all 
participants in conferences held in offices of the Commission, including the 
Commission staff. No protest or objection has been filed to either the original 
settlement agreement or to the amended settlement agreement. 

The original settlement agreement, filed April 3, 1961, was reached as a result 
of conferences held between Algonquin and its wholesale customers. The com- 
pany has no direct sales customers. Following the filing of the original agree- 
ment, the Commission staff made cost and revenue studies in the offices of the 
company and made copies of its studies available to all parties. Thereafter, 
a conference of all interested parties was held on September 6-7, 1961, and ad- 
journed until October 16, 1961. At the adjourned conference held October 16-17, 
1961, an agreement to amend the original settlement was reached by all parties. 

The proposed increased rates subject hereto became effective subject to refund 
on December 1, 1959, having been suspended by order issued herein August 13, 
1959, and involve a proposed increase in charges of $4,061,900 or 12.1 percent, 
based upon a test year ended April 30,1959. The prior effective rates were those 
which became effective upon the commencement of the company’s operations on 
September 2, 1953. The bases for the claimed increase in this proceeding were 
the proposed increased rates filed by Algonquin’s supplier, Texas Eastern Trans- 
mission Corporation (Texas Eastern), subject to refund in Docket No. G—18841, 
and a claimed rate of return of 6% percent. By order issued January 25, 1961, 
the Commission approved the settlement of Texas Eastern’s rate case and certain 
refunds have been made to Algonquin which are included in the subject settle- 
ment agreement. 

The proposed settlement, as amended, provides lower rates for two refund 
periods based upon the test years, 12 months ended August 31, 1960, and 12 
months ended August 31, 1961. Lower rates are provided prospectively, com- 
mencing September 1, 1961, based upon the company’s experience in the 12 


months ended August 31, 1961, as adjusted. The rate of return included in 
each period is 61% percent. 

*Omitted in printing. 

1 The text of the agreement is attached, but it is unnecessary to attach the appendices 
to the agreement in view of our recitals herein. 

?Home Gas Company, under exchange agreement, had paid for 3,944 Mcf of gas not 
returned and advised by letter that it does not oppose Algonquin’s motion. 

3A proposed increase in rates effective November 12, 1957, subject to refund in Docket 
No. G—12859, was subsequently cancelled and the prior rates were reinstated upon motion 
by Algonquin, and all excess revenues were refunded in accordance with the order ter- 
minating that proceeding issued April 22, 1959. 
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The rate reduction agreed upon was basically applied to the demand com- 
ponent of Algonquin’s F-1, E-1 and ERS-1 rates as set forth below, and the 
commodity component was not reduced from the rate level contained in the 
proposed rates. The WS (Winter Service) rate of 95.8 cents per Mcf estab- 
lished in a certificate proceeding in Docket No. G—18970, was reduced to 95.1 
cents per Mcf to reflect the reduction in Texas Eastera’s WS rate. Revenues 
from Algonquin’s WS sales are credited as a reduction to the cost of service 
in each period.‘ 


| 


Settlement F-1 rates 


| Rate schedule | 
presently 





| effective 


Aug. 31, 1960 Aug. 31, 1961 effective 
| Sept.1,—— 


| 


Dec, 1, 1950 to | Sept. 1, 1960 to| Future rates 





The proposed settlement rates based upon costs of service set forth in Appendix 
B hereto result in refunds to Algonquin’s wholesale customers in the following 
amounts: (1) for the period December 1, 1959, through August 31, 1960 $1,983,- 
514; (2) for the period September 1, 1960, through August 31, 1961, $2,285,575 ; 
for a total refund for past period rates of $4,269,089. In addition, as a result of 
the $2,000,028 per year reduction in rates proposed to be made effective on and 
after September 1, 1961, further refunds will be payable. Likewise, according 
to the settlement, if Algonquin receives additional refunds from Texas Eastern 
due to the operation of the provisions of Texas Eastern’s rate settlement, afore- 
mentioned, Algonquin will pass them on to its wholesale customers who received 
gas deliveries during the period in question. Additionally, Algonquin agreed 
that it will not, prior to September 1, 1962, file any increase in its rates unless 
prior to such date, Texas Eastern files an increase in its rates to Algonquin, in 
which event Algonquin may file increased rates prior to September 1, 1962, 
provided that such increase by Algonquin shall be in an amount approximately 
equal to any such increase in Algonquin’s increased purchased gas costs result- 
ing from Texas Pastern’s increased rates. 


The Commission finds: 


(1) The rates and charges contained in Algonquin’s revised tariff sheets 
tendered for filing on July 14, 1959, and made subject to this proceeding have not 
been shown to be just and reasonable or otherwise lawful under the terms and 
provisions of the Natural Gas Act and should be disallowed as hereinafter pro- 
vided and ordered. 

(2) The settlement of this proceeding on the basis of the rate settlement agree- 
ment submitted by Algonquin on October 27, 1961 is reasonable, proper and in 
the public interest in carrying out the provisions of the Natural Gas Act, and 
should be approved and made effective as hereinafter provided and ordered, 
and this proceeding should be terminated. 





*A more detailed description of Algonquin’s amended settlement rates is set forth in 
Appendices A, B and C of the Agreement filed October 27, 1961. 
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The Commission orders: 


(A) The increased rates and charges proposed by Algonquin as contained in 
First Revised Sheet Nos. 5, 6, 8, 10 and 14 and Second Revised Sheet Nos. 7, 
11-—A and 12 to its FPO Gas Tariff, Original Volume No. 1, as tendered for filing 
on July 14, 1959, are hereby disallowed. 

(B) The settlement of this proceeding as proposed in the rate settlement agree- 
ment hereinabove described is approved and made effective as proposed therein. 

(C) Algonquin shall forthwith file revised tariff sheets embodying the settle- 
ment rates set forth for the future as tabulated above and which are in Appendix 
C to its amended settlement agreement filed on October 27, 1961, and said 
settlement rates shall be effective as of September 1, 1961, in lieu of the rates 
and charges contained in the revised tariff sheets above described which be 
came effective subject to refund on December 1, 1959. 

(D) Algonquin shall refund to its jurisdictional customers within 30 days from 
the date of this order the difference between the amounts of excess charges 
collected under the proposed increased rates subject to this proceeding and the 
amounts computed in accordance with the settlement rates hereby approved for 
the respective periods stated above® plus interest at the rate of 6 percent per 
annum from the date of payment of such excess charges to Algonquin until 
refunded. 

(B) Within 15 days after making the refunds as provided by paragrapi (C) 
above, Algonquin shall report to the Commission, in writing and under oath, 
the amount of the refund made to each of its customers, showing separately 
the amount of principal and interest so paid, and shall serve a copy of such re- 
port upon each of the customers receiving a refund. Concurrently therewith, 
Algonquin shall file with the Commission releases from its jurisdictional cus- 
tomers showing receipt of the principal and interest. 

(F) In the event Algonquin receives any refunds from its supplier as a result 
of any pending proceeding under the Natural Gas Act involving such supplier, 
Algonquin shall in turn refund to its customers the allocable share of such 
refunds, together with interest received, in the same manner as such supplier’s 
refunds are made, and in the event its supplier reduces its rates as a result of 
any pending proceeding under such Act, Algonquin shall accordingly reduce its 
rates. 

(G) Upon full compliance by Algonquin with all of the terms and conditions 
of this order and acceptance of the filing made by it, this proceeding shall be 
terminated. 

(H) In issuing this order, the Commission’s action is not to be construed asa 
concurrence with the cost of service determinations, allocation methods and rate 
design principles used in arriving at rates and charges for future sales, or in 
computing the amount of refunds agreed upon in the settlement agreement, and 
neither the Commission, its staff, or other parties to the proceedings are to be 
prejudiced or bound thereby in future proceedings. 

(I) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission and is without prejudice to any 
claims or contentions which may be made by the Commission, Algonquin, the 
Commission staff, or any other party affected by this order, in any proceeding 
now pending or hereafter instituted by or against Algonquin or any other com- 
pany, persons or parties affected by this order. 


5That is, December 1, 1959 through August 31, 1960; September 1, 1960 through 
August 31, 1961 and September 1, 1961 to date of refund. 
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APPENDIX B 


Costs of service including 6% percent return—years ended August $1, 1960, 
1961, and adjusted for future rates 





Year ended August 31 

















As adjusted for 
future 
1960 1961 
hii ats tactic hte chiceetinackadecadieaageaiibeanncaiagile $29, 704, 828 $32, 731, 535 $32, 731, 535 
Other Purchased Gas Expense-- (57, 841) (106, 813) (106, 813) 
Other Operating Expenses 1, 756, 379 1, 888, 116 2, 018, 287 
I ttctininnatetedenumsaiiibatanasionl 31, 403, 366 34, 512, 838 34, 643, 009 
Depreciation and Amortization. -__.............-...--.-- 1, 982, 339 2, 103, 657 2, 109, 538 
Allowance for Federal and State Income Taxes_......... 2, 198, 155 2, 480, 146 2, 501, 534 
ET I cricsston nc aun wae nitiementaen Waiiabeaente aides aiiemsiael 439, 874 463, 802 463, 802 
Gr Ge ib keen eeinetaiieccediincdelinddnnh 3, 513, 257 3, 631, 031 3, 643, 582 
I GS Gs cdiccnnntencnssdedunseuemnen 39, 536, 991 43, 191, 474 43, 361, 465 
Credits to Cost of Service: 

‘Tremeportation Tevemines... ....<caccccncccaceceseeus (253, 885) (163, 550) (163, 550) 
CEE SIRS FG iicticictintsncscccsesadsaneentnes (6, 323) (11, 565) (11, 565) 
Net Cost of Service—Gas Sales 39, 276, 783 43, 016, 359 43, 186, 350 
Revenues from Settlement Rate - 39, 288, 101 43, 012, 093 43, 175, 440 
pe ae ee ere 11,318 4, 266 10, 910 











[LETTER ACCEPTING RATE FILING] 


PAN AMERICAN PETROLEUM CORP. 
P.O. Box 40, CASPER, Wyo. 
November 16, 1961* 


GENTLEMEN: The rate schedules and supplements listed herein have been 
accepted for filing to be effective on the date of initial delivery. Please return 
the enclosed duplicate copy with such date inserted in the space provided. 

In the event that any of the documents comprising the listed rate schedules 
and supplements contains provisions for future automatic adjustments in rates 
and charges, your attention is directed to the fact that such provisions, when 
invoked to change the effective rates and charges, will constitute a change 
in such rates and charges within the meaning of Section 4(d) of the Natural 
Gas Act and Section 154.94 of the Commission’s Regulations under such Act. 
Any such changes should be filed with the Commission not more than 90 days 
nor less than 30 days prior to the proposed effective date thereof. 

This acceptance for filing does not constitute authorization under Section 7 
of the Natural Gas Act; nor shall it be construed as constituting approval of 
any rate or provisions contained in the rate filing; nor shall such acceptance 
be deemed as recognition of any claimed contractual right or obligation as- 
sociated therewith; and such acceptance is without prejudice to any findings 
or orders which have been or may hereafter be made by the Commission in 
any proceeding now pending or hereafter instituted by or against your company. 

In future correspondence concerning the listed rate schedule and supple- 
ments, please refer to the FPC Gas Rate Schedule designation furnished you 
herewith, including the name of the independent producer and the rate schedule 
and supplement numbers. 

Very truly yours, 
J. H. GUTRIDE, 
Secretary. 





*Rehearing denied by letter-order issued January 11, 1962, 27 FPC 26. Petition for 
review dismissed, 317 F. 2d 796 (CA10-1963). 
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Rate Schedule Designation, Pan American Petroleum Corp. 


















Date of FPC gas Supple- Date of 


letter of rate sched- ment initial 
Description of document transmittal ule No. No. delivery 
Supp. Agreement 9-29-61_-..-.-.__----- 10-11-61 166 3 


Further, in the event that any of the documents comprising the listed rate 
schedules and supplements was executed on or after April 3, 1961 and contains 
provisions, either therein cr by adoption of the terms and provisions of other 
agreements, for a change in rate other than those permitted by Section 154.93 
of the Commission’s Regulations, such rate change provisions shall be in- 
operative and of no effect at law and any tendered rate change under such 
provisions will be rejected. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 







COLORADO-WYOMING GAS COMPANY, DOCKET NO. CP61-305 





FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 








(Issued November 20, 1961) 


On June 1, 1961, as supplemented on July 6, August 4, August 28 and 
September 1, 1961, Colorado-Wyoming Gas Company (Applicant) filed in 
Docket No. CP61-305 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
construction and operation of a tap and meter station on Applicant’s existing 
transmission facilities near the Town of Erie, Weld County, Colorado, and the 
sale and delivery of natural gas to Rocky Mountain Natural Gas Company, Inc. 
(Rocky Mountain), an existing customer, for distribution and resale in and 
near the communities of Frederick, Firestone, Dacono and Evanston, Weld 
County, Colorado, which presently have no gas service, all as more fully set 
forth in the application and supplements. 

The estimated natural gas requirements of Rocky Mountain for the new area 
to be served are: 







































| 1st year 2d year 3d year 
ae er Ce Or RG OND nn ide soba cet ciceeecueeenice 452 | 517 582 
| a ee ee | 45, 243 | 51, 706 | 58,170 





Applicant’s chief supplier, Colorado Interstate Gas Company, has advised that 
it cannot presently provide the full third year demand above but Rocky 
Mountain, with the approval of the Colorado Public Utilities Commission, pro- 
poses to install propane peak shaving facilities to enable full service through 
the third year with 452 Mcf per day of natural gas from Applicant and 130 
Mcf per day from the propane plant. 

The estimated cost of Applicant’s facilities proposed under this application 
is $7,500, which will be defrayed from working funds. 

Temporary authority to construct and operate the facilities and to sell and 
deliver natural gas as proposed herein was granted to Applicant on September 
27, 1961. 


at, 
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Pursuant to due notice, a public hearing was held in Washington, D.C., on 
November 7, recessed to and concluded on November 9, 1961, respecting the 
matters involved in and the issues presented by the application herein. No 
petition to intervene or protest to the granting of the application has been 
received. Staff counsel moved orally at the hearing that the intermediate de- 
cision procedure be omitted and that the Commission render a decision herein 
pursuant to Section 1.30(c)(1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Applicant, Colorado-Wyoming Gas Company, a Delaware corporation 
having its principal place of business in Denver, Colorado, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of June 5, 1945, in Docket No. G—-285 (4 FPC 938). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation, as supplemented, in this proceeding, are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, and the construction and operation thereof 
and the proposed sale and delivery of natural gas by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of facilities and the proposed 
sale of natural gas to Rocky Mountain Natural Gas Company, Inc. for resale, 
by Applicant, are required by the public convenience and necessity and a certifi- 
eate therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c)(8), (c)(4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the issuance of the certificate hereinafter granted to 
Applicant and to the exercise of the rights granted thereunder, and that the 
time within which construction of the facilities authorized by this order shall 
be completed and said facilities placed in actual operation should be fixed at 
3 months from the date on which this order issues. 

(6) It should be understood that issuance of this authorization does not 
imply approval of the 7.7 percent depreciation rate used by Applicant in its 
accounting herein. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Colorado-Wyoming Gas Company to construct and 
operate the facilities and to sell and deliver natural gas to Rocky Mountain 
Natural Gas Company, Inc. for resale, all as hereinbefore described and as 
more fully described in the application and exhibits, as supplemented, in this 
proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) above and to the exercise of the rights granted thereunder. 
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(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at three months from the date on which this order issues. 

(D) Issuance of the authorization granted in paragraph (A) above does not 
imply approval of the 7.7 percent depreciation rate used by Applicant in its 
accounting. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross 


THE MONTANA POWER COMPANY, A NEW JERSEY CORPORATION AND 
THE MONTANA POWER COMPANY, A MONTANA CORPORATION, 
DOCKET NOS. G—2805, G—2806, G-17370 AND G-17371. 


ORDER SUBSTITUTING HOLDER OF PRESIDENTIAL PERMITS AND AUTHORIZING 
IMPORTATION OF GAS FROM CANADA 


(Issued November 20, 1961) 


By order issued May 19, 1955 (Docket No. G—2805) the Commission authorized 
The Montana Power Company, a New Jersey corporation (Montana Power— 
New Jersey), in accordance with Section 3 of the Natural Gas Act, to import 
natural gas from Canada, and on the same date the Commission, pursuant to 
the provisions of Executive Order No. 10485, issued a Presidential Permit 
authorizing Montana Power—New Jersey to maintain and operate facilities 
appurtenant to the authorized importation (Docket No. G—2806). By order 
issued August 5, 1960 (Docket No. G-17370) the Commission authorized Mon- 
tana Power—New Jersey to import additional quantities of natural gas from 
Canada, and on September 19, 1960 issued a Presidential Permit authorizing the 
construction and maintenance of facilities for such additional importation 
(Docket No. G-17371). The facilities which are the subject of the above- 
named dockets consist of portions of a 16-inch natural gas transmission pipeline, 
approximately 51 miles in length, extending from near Cut Bank, Montana 
to the international boundary between the United States and Canada, where 
the pipeline connects with a 16-inch pipeline extending northerly in the Province 
of Alberta, Canada. 

On June 13, 1961 Montana Power—New Jersey and The Montana Power 
Company, a Montana corporation (Montana Power—Montana) filed a joint 
application which had as its purpose the changing of the corporate domicile 
of the Montana Power Company from the State of New Jersey to the State of 
Montana. By order issued November 1, 1961 (Docket No. E-7000, supra p. 668) 
the Commission, pursuant to Section 203 of the Federal Power Act, authorized 
Montana Power—New Jersey and Montana Power—Montana to merge into a 
single corporation with Montana Power—Montana the survivor. By order of 
even issuance the transfer of the licenses for Project No. 5, et al. to Montana 
Power—Montana was approved. Under the terms of the orders, on the effective 
date of the merger, Montana Power—Montana will succeed to all licenses, fran- 
chises, permits, corporate assets, and tangible and intangible property of Mon- 
tana Power—New Jersey, and will assume all debts, liabilities and obligations 
of Montana Power—New Jersey. 

Written notice of the application filed in Docket No. E-7000 was given to the 
Montana Board of Railroad Commissioners, the Idaho Public Utilities Commis- 
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sion, and the Wyoming Public Service Commission, and to the Governor of 
each of those States. Notice of the application was given also by publication 
in the Federal Register on June 23, 1961 (26 F.R. 5645), stating that any person 
desiring to be heard or to make any protest with reference to said application 
should, on or before July 7, 1961 file with the Federal Power Commission, 
Washington 25, D.C., petitions or protests. No petition or protest or request 
to be heard in opposition to the granting of the application was received. 


The Commission finds: 


(1) The substitution of Montana Power—Montana as holder of the Presi- 
dential Permits referred to above, in lieu of Montana Power—New Jersey, is 
appropriate and consistent with the public interest, and should be permitted. 

(2) The continued importation of natural gas by Montana Power—Montana 
under the above-described authorizations issued to Montana Power—New Jersey 
is appropriate and consistent with the public interest and an order authorizing 
such importation should be issued as hereinafter provided. 


The Commission orders: 


(A) Montana Power—Montana is hereby substituted as the holder of the 
Presidential Permits issued in Docket Nos. G—2806 and G—17371. 

(B) Montana Power—Montana is hereby authorized to continue the importa- 
tion of natural gas from Canada in accordance with the terms and conditions 
imposed upon Montana Power—New Jersey by the Commission’s orders issued 
in Docket Nos. G—2805, G—2806, G—17370 and G—17371. 

(C) The authorization herein granted may be modified from time to time, 
or terminated upon further order of the Commission, but in no event shall 
such authorization extend beyond the dates of termination or expiration of 
the Presidential Permits referred to in paragraph (A) above. 

(D) This authorization is without prejudice to the authority of this Commis- 
sion or any other regulatory body with respect to rates, service, accounts, val- 
uation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O'Connor, Jr., and Charles R. Ross. 


UNITED FUEL GAS COMPANY, DOCKET NO. CP62-34 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued November 20, 1961) 


On August 14, 1961, United Fuel Gas Company (Applicant) filed an applica- 
tion in Docket No. CP62-34, pursuant to Section 7(c) of the Natural Gas Act, 
for a certificate of public convenience and necessity authorizing the construction 
and operation of measuring and regulating facilities and a 370-foot connection 
on Applicant’s 6-inch gas transmission pipeline F in Scioto County, Ohio. 

The proposed new facilities will provide an additional delivery point to 
The Ohio Valley Gas Company (Ohio Valley) and will enable Applicant to sell 
and deliver gas to Ohio Valley for resale to Oxo Chemical Company (Oxo). 
The application shows that Oxo will use the gas for processing purposes. 
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The estimated gas requirements of Oxo for the first 3 full years of operation 


Annual (Mef) 





Peak day (Mcf) 


515, 760 
515, 760 


The cost of construction of the proposed facilities is estimated to be $8,910, 
which cost will be financed from cash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
November 13, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, United Fuel Gas Company, a West Virginia corporation having 
its principal place of business in Charleston, West Virginia, is a ‘“natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued March 1, 1944, in Docket No. G-341 (4 FPC 
534). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission 
and the construction and operation thereof and the transportation and sale of 
natural gas by Applicant are subject to the requirements of Subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities and the pro- 
posed sale of natural gas by Applicant to Ohio Valley are required by the public 
convenience and necessity and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c)(4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the construction of the 
facilities authorized by this order shall be completed and said facilities placed 
in actual operation and the proposed sale hereinafter authorized shall commence 
within 4 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant, United Fuel Gas Company, to construct and 
operate the proposed facilities and to sell and deliver natural gas to Ohio 
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Valley, as hereinbefore described, all as more fully described in the application 
herein, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation and the sales of natural gas authorized in paragraph (A) above shall 
commence, as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act, within 4 months from the date on which 
this order issues. 




















Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


ARKANSAS LOUISIANA GAS COMPANY, DOCKET NO. CP61-311; TEXAS 
EASTERN TRANSMISSION CORPORATION, DOCKET NO. CP62-30 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued November 21, 1961) 


































On June 5, 1961, Arkansas Louisiana Gas Company (Arkansas Louisiana) 
filed an application in Docket No. CP61-311, pursuant to Section 7(c) of the 
Natural Gas Act, for a certificate of public convenience and necessity authorizing 
the construction and operation of certain facilities and the sale and delivery to 
Texas Eastern Transmission Corporation (Texas Eastern) at proposed inter- 
connections of Applicants’ pipelines in Harrison County, Texas, and Grant County, 
Arkansas, of such daily volumes of natural gas as Arkansas Louisiana may have 
available for sale from time to time and as Texas Eastern may wish to buy from 
time to time, limited to 1 year from the date of initial delivery. 

Arkansas Louisiana proposes the subject sale principally to assist in disposing 
of a temporary oversupply resulting from minimum gas purchase take-or-pay 
obligations in excess of present and anticipated system requirements. Arkansas 
Louisiana states that minimum take obligations which it must assume, together 
with continuing obligations to protect the producers’ leases and its own leases 
from drainage, operate to fix a minimum annual volume which it must receive 
into its system in a given year, which from time to time may be greater than 
its then existing requirements. Thus, Arkansas Louisiana states further that 
in order to build and hold a long-term gas supply, it, as at present, sometimes 
finds itself with a short-term excess supply of gas. 

The subject application indicates that approximately 8,125,000 Mcf of natural 
gas at 14.65 psia will be sold to Texas Eastern. 

Arkansas Louisiana will construct and operate meter and regulator facilities 
and line taps at both the Texas and Arkansas delivery points and two 425 horse- 
power skid mounted compressors at the Arkansas point. The total cost of 
construction is estimated to be $187,965 which cost will be financed from funds 
on hand. 

Pursuant to Arkansas Louisiana’s FPC Gas Rate Schedule XFS—19, the 
subject sale of natural gas will be at a price of 16 cents per Mcf at 14.65 psia. 

On August 8, 1961, Texas Eastern filed an application in Docket No. CP62-30, 
pursuant to Section 7(c) of the Natural Gas Act, for a certificate of public 
convenience and necessity authorizing the construction and operation of two 
4-inch main line taps on its 24-inch pipeline in Grant County, Arkansas, and 
Harrison County, Texas. The purpose of the proposed construction is to enable 
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Texas Eastern to receive into its system the gas which Arkansas Louisiana seeks 
authorization to sell in Docket No. CP61-311. 

The estimated cost of construction of Texas Eastern’s proposed facilities is 
$2,940, which cost is to be financed from funds on hand. 

Arkansas Louisiana and Texas Eastern were granted temporary authorization 
in the subject dockets by letters dated July 21, 1961, and September 5, 1961, 
respectively. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
November 9, 1961, respecting the matters involved in and the issues presented 
by the applications herein. No petition to intervene or protest to the granting 
of the applications has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Arkansas Louisiana Gas Company, a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of January 26, 1943, in Docket No. G—252 (3 
FPC 910). 

(2) Applicant, Texas Eastern Transmission Corporation, a Delaware corpora- 
tion having its principal place of business in Shreveport, Louisiana, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of October 10, 1947, in Docket No. G-880 (6 
FPC 148). 

(3) The facilities hereinbefore described, as more fully described in the 
applications in this proceeding, are to be used in the transportation and sale 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission and the construction and operation thereof and the proposed transporta- 
tion and sale of natural gas are subject to the requirements of Subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(4) Applicants are able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(5) The construction and operation of the proposed facilities by Appli- 
eants and the proposed sale of natural gas by Arkansas Louisiana are required 
by the public convenience and necessity and certificates therefor should be 
issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (c)(4) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificates hereinafter issued to Applicants and to the exercise 
of the rights granted thereunder. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 

(a) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant, Arkansas Louisiana Gas Company, to construct 
and operate the proposed facilities and to sell and deliver a maximum of 
8,125,000 Mcf of natural gas at 14.65 psia to Texas Eastern Transmission Cor- 
poration for a period of 1 year from the date of initial delivery, as hereinbefore 
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described, all as more fully described in the application in Docket No. CP61-311, 
upon the terms and conditions of this order 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, Texas Eastern Transmission Corpora- 
tion, to construct and operate the proposed facilities in order to receive natural 
gas from Arkansas Louisiana for a period of 1 year from the date of initial 
delivery, as hereinbefore described, all as more fully described in the appli- 
cation in Docket No. CP62-30, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (c)(4) and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act shall attach to the issuance of the certificates granted in paragraphs (A) 
and (B) hereof and to the exercise of the rights granted thereunder. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


CHATANIKA POWER CO., INC., PROJECT NO. 2294 


ORDER DISMISSING APPLICATION FOR PRELIMINARY PERMIT 


(Issued November 21, 1961) 


Application was filed March 20, 1961 by Chatanika Power Co., Inc. (Ap- 
plicant), of Fairbanks, Alaska, for a preliminary permit under Section 4(f) 
of the Federal Power Act (hereinafter referred to as the Act) for proposed 
Project No. 2294 to be located on the Chatanika River in the Fourth Judicial 
Division, State of Alaska, 25 air miles northwest of Fairbanks, and affecting 
lands of the United States. 

As described in the application, the proposed project would consist of: an 
earth dam approximately 130 feet high and 1,200 feet long, with a permanent 
artificially frozen core cutoff to provide the impervious barrier, creating a 
reservoir of 20,000 acres in area at elevation 550 feet; a spillway; a powerhouse 
with 15,000 kw installed capacity; transmission facilities; excavated tailrace; 
artificial salmon spawning area downstream from the dam; and other neces- 
sary appurtenances. 

According to the application, power to be generated by the proposed project 
will be sold to Golden Valley Electric Association System for distribution in 
its existing lines or for resale by Fairbanks Municipal Utilities System. Ap 
plicant proposes to develop enough preliminary information to be able to com- 
pare the proposed project with other methods of obtaining additional generat- 
ing capacity in the area involved, and if it is determined that the project 
proposed is the most feasible project, the local utility systems will probably 
share in the costs of the preliminary work proposed under the preliminary 
permit applied for. 

In our telegram dated September 26, 1961, Applicant was requested to inform 
the Commission: (1) method of financing investigation work under preliminary 
permit for proposed Project No. 2294 if issued; and (2) probable method of 
financing construction of the proposed project should a license therefor be 
issued. In telegraphic reply dated September 27, 1961, Applicant advised that 
preliminary investigation will not be made until a letter of intent for purchase 
of power is received from utility systems, than a named construction firm will 
finance cost of investigation to firm plans for financing construction of the pro- 
ject, or otherwise it will be some form of private financing. We are not advised 
to date of receipt by Applicant of “a letter of intent”. 
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By Section 4(f) of the Federal Power Act, the Commission is “authorized and 
empowered * * * to issue preliminary permits for the purpose of enabling 
applicants for a license hereunder to secure the data and to perform the acts 
required by Section 9 * * *.” Section 5 of the Federal Power Act provides 
that “Each preliminary permit issued under this part shall be for the sole 
purpose of maintaining priority of application for a license under the terms of 
this Act for such period or periods, not exceeding a total of 3 years, as in the 
discretion of the Commission may be necessary for making examinations and 
surveys, for preparing maps, plans, specifications and estimates, and for making 
financial arrangements. Each such permit shall set forth the conditions under 
which priority shall be maintained.” 

It is clear that no construction is authorized under a preliminary permit. 
Nevertheless such a permit does give the permittee the right of priority of 
application for license while the permittee undertakes the necessary studies 
and examinations required by Section 9 of the Act, in order to determine the 
economic feasibility of the proposed project, the means of securing the neces- 
sary financial arrangements for construction, the market for the project power, 
and all information necessary for inclusion in an application for license, should 
one be applied for under the permit. The permit thus represents a valuable 
privilege, for it prevents others from securing consideration of an application 
for the particular site in question during the term of the permit. Although the 
holder of a permit has no right to a license, he secures an advantage from the 
permit when applying for a license. Therefore it seems obvious that we should 
not automatically issue a permit for the mere asking, nor does any wording of 
the Act require that we should do so. 

It is clear that when the permittee accepts the valuable privilege represented 
by his permit he is expected to accept a commensurate obligation to proceed, 
with reasonable promptness and diligence, to make the preliminary investiga- 
tions upon which successful development of the affected power site depends. 
We think it is also clear that Congress intended permits to be issued only to 
earnest and vigorous developers, ready and able to proceed with at least the 
preliminary stages of development. 

Here, Applicant has indicated that the only possible purchaser of the power 
that might be produced by a project at the site involved is the Golden Valley 
Electric Association System. Further, Applicant stated by telegram that it 
would not commence its preliminary investigation of the project until it received 
a letter of intent from “utilities systems” to purchase the power. It should be 
noted that while Applicant evidently expects the prospective purchaser to make 
some kind of commitment by means of a letter of intent prior to the com- 
mencement of any preliminary investigation aimed at establishing feasibility 
of the project or price of the power, Applicant has made no explanation of the 
failure of any prospective purchaser to sign such a letter of intent prior to filing 
of the application which is here before us. A prospective purchaser willing to 
do the former should be equally willing to do the latter. Having decided that 
such a statement of intention is in this case a prerequisite to the start of pre- 
liminary investigations, Applicant should have satisfied this self-imposed condi- 
tion prior to making application for the desired permit. Had it done so it 
would now be in a position to assert its readiness to proceed. 

If we were to issue a permit in this case, we would normally expect and 
indeed require that the granting of a permit would be the signal for Applicant 
to commence its investigations as contemplated by the Federal Power Act. But 
in the circumstances presented, Applicant wishes to interpose another condi- 
tion, beyond its control and involving an unspecified period of delay, before 
giving assurance that the necessary investigation to determine feasibility will 
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begin. The Commission has discretion, in the public interest, to issue or not 
to issue the permit which Applicant desires, and in circumstances such as sur- 
round this application, the exercise of discretion becomes incumbent upon us. 
While we recognize the clear intent of the Act to encourage the development 
of hydroelectric projects, the facts submitted by Applicant fail to show that it 
is in a position to go forward with the word contemplated by a permit. Thus 
Applicant has failed to support its application and in our view we would not be 
exercising proper discretion if we issued the permit requested here. 


The Commission finds: 


It is appropriate and in the public interest in carrying out the provisions of 
the Federal Power Act that the application for preliminary permit for Project 
No. 2294 be dismissed. 

The Commission orders: 


The aforesaid application is dismissed. 

Commissioner Kuykendall dissenting, filed a separate statement. 
KUYKENDALL, Commissioner, dissenting: 

I dissent. Our refusal to issue the permit may prevent the Applicant from 
obtaining funds for the necessary investigative work. 

I feel we should encourage and not discourage efforts to develop hydroelec- 
tric projects and see no possible harm which could accrue from issuing a pre- 
liminary permit in this case, and I would do so. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 


Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 
CHATANIKA POWER CO., INC., PROJECT NO. 2264 


ORDER AMENDING LICENSE (MAJOR) 


(Issued November 22, 1961) 


On June 30, 1960, we issued a license to Chatanika Power Co., Inc., of Fair- 
banks, Alaska, for proposed Project No. 2264 to be located on the Chatanika 
River, Fourth Judicial Division, Alaska, in the vicinity of Chatanika, and affect- 
ing lands of the United States. 

Article 26 of the license required the licensee to provide 7 c.f.s. of flow in 
Belle Creek between June 15 and freezeup time in the fall, and in Sourdough 
Creek, 10 c.f.s. from June 15 to July 15, 5 cf.s. from July 15 to September 1, 
and 7.5 c.f.s. from September to freezeup time. 

Article 27 of the license provides, among other things, that stream gaging 
stations (at unspecified locations) shall be established by the licensee and rec- 
ords of flow maintained on Belle and Sourdough Creeks, for the purpose of 
assuring that minimum flow requirements for the maintenance of fish are met. 

By letter dated August 10, 1961 we are advised by an Assistant Secretary of 
the Interior that the U.S. Fish and Wildlife Service has concluded on the basis 
of detailed studies conducted jointly with the Alaska Department of Fish and 
Game, that the minimum flows required in the aforementioned Article 26 are 
in excess of fishery needs, and recommendation is made that Article 26 be 
amended to provide for a minimum of 2 c.f.s. or the natural runoff (whichever 
is the least) in Belle Creek, and a minimum of 5 c.f.s. or the natural flow 
(whichever is the least) in Sourdough Creek from spring thaw until freezeup. 


693—488—-#4 50 











754 FEDERAL POWER COMMISSION 


Based upon the aforementioned joint studies, the Assistant Secretary recom- 
mends specific locations of stream gaging stations on Belle and Sourdough 
Creeks, as contemplated in Article 27 of the license. 

In response to our August 29, 1961 letter concerning this matter, the licensee, 
by letter dated September 18, 1961, states that the revisions proposed for Articles 
26 and 27 of its license are acceptable. 


The Commission finds: 


The license for Project No. 2264, amended as hereinafter ordered, will not 
interfere or be inconsistent with the purposes of any reservation or withdrawal 
of public lands, and is in the public interest. 


The Commission orders: 


(A) The license for Project No. 2264 is amended as follows: 

Paragraph I. Article 26 of the license is amended to read: 

Article 26. The Licensee shall provide a minimum flow of 2 c.f.s. or the nat- 
ural runoff (whichever is the least) in Belle Creek and a minimum of 5 c.f.s. 
or the natural runoff (whichever is the least) in Sourdough Creek from spring 
thaw until freezeup. 

Paragraph II. Article 27 of the license is amended to read: 

Article 27. The Licensee shall install and maintain stream gaging stations 
at the existing Davidson Ditch Diversion Dam and immediately above the power- 
house to determine stream dewatering and incremental flows to the main Chata- 
nike River. In addition, stream gaging devices shall be installed on Belle Creek 
above the crossing of the Steese Highway and on Sourdough Creek at the upper- 
most point of water diversion from the main channel, for the purpose of assur- 
ing that minimum flow requirements for the maintenance of fish life are met. 

(B) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute 
a waiver of any other part, provision or condition of the license as heretofore 
amended. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute accept- 
ance of this amendment of license. In acknowledgment of the acceptance of 
this amendment of license, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 


[LETTER—ORDER DISMISSING APPLICATION FOR REHEARING] 
Sun Oil Co., Docket No. G—15791 
November 22, 1961. 
Sun Om Co. 


1608 Walnut Street, 
Philadelphia 3, Pa. 


GENTLEMEN : Your application for rehearing of the Commission’s letter order 
issued September 21, 1961 granting temporary authorization for the sale of 
gas as described in the petition to amend the certificate in Docket No. G—15791 is 
hereby dismissed. 

Your application specifically requests removal of the following proviso con- 
tained in Paragraph 4 of such letter: 


Further, in the event that any document comprising the listed rate schedule 
filing was executed on or after April 3, 1961 and contains provisions, either 
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therein or by adoption of the terms and provisions of other agreements, 
for a change in rate other than those permitted by Section 154.93 of the 
Commission’s Regulations such rate change provisions shall be inoperative 
and of no effect at law and any tendered rate change under such provisions 
will be rejected. 


Upon review of the facts of this case the Commission concludes that Sun 
has not shown it is aggrieved by the letter order issued September 21, 1961. 
Further, your request for rehearing is premature, for the reason that Sun has 
not tendered a rate change proposing to make effective the flexible pricing pro- 
visions contained in its contract with Transwestern Pipe Line Co. dated July 
10, 1958. 

By direction of the Commission. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NOS. G- 
18148, G-18149 AND RP60-5 


ORDER APPROVING PROPOSED SETTLEMENT, AGREEMENTS, AS CONDITIONED, AND 
PRESCRIBING INTERIM REFUNDS 


(Issued November 24, 1961) 


On October 31, 1961, Natural Gas Pipeline Company of America (Natural) 
filed a motion to terminate the above-entitled proceedings under Section 4 of 
the Natural Gas Act. The motion to terminate is based upon proposed settle- 
ments agreed to by all of the customers of Natural, and also agreed to by the 
noncustomer interveners in these proceedings. 

Under the proposed settlements Natural would refund $12,708,184.08, exclusive 
of interest, for the locked-in periods involved. Based upon estimates made in 
the rate-increase applications, the proposed annual increases in rates above those 
then in effect were estimated at approximately $5,135,000 in Docket No. G-— 
18148*, and approximately $3,844,000 in Docket No. G—18149.2 The locked-in 
period for the above dockets is from September 2, 1959, through February 28, 
1961. On March 1, 1961, the rate-increase application in Docket No. RP61-8, 
in which hearings are currently being held, became effective, subject to refund. 

The rate-increase application in Docket No. RP60—5 involves a proposed annual 
increase in rates estimated at approximately $1,248,000, which proposed increase 
is in addition to that proposed by Natural in Docket No. G—18148. The proposed 
rate increase in Docket No. RP60—5 became effective, subject to refund, on July 1, 


1 See order issued March 31, 1959, providing for hearing and suspending proposed tariff 
sheets. By subsequent order issued January 15, 1960, Natural was permitted to file 
revised tariff sheets reflecting a reduction in estimated annual revenues of $916,000 below 
the increase originally proposed in Docket No. G—18148. These revised tariff sheets were 
designed to reflect and pass on lower rates for gas purchased from Colorado Interstate 
Gas Company. 

2The rate-increase application in Docket No. G—18149 was originally filed by Texas 
Illinois Natural Gas Pipeline Company. The proceeding was redesignated in an order 
issued March 14, 1960, after Peoples Gulf Coast Natural Gas Pipeline Company suc- 
ceeded to all of the assets and liabilities of Texas Illinois (see 22 FPC 1013). There 
after, on October 11, 1960, in accordance with the authority granted by the Commission 
in its order issued September 29, 1960, Docket No. CP60-97, 24 FPC 530, Peoples Gulf 
and Natural were merged, with Natural the surviving company. After the merger Natural 
maintained separate accounts and records for what had been Peoples Gulf until March 1, 
1961, when the single tariff form and increased rates in Docket No. RP61-8 became 
effective. 
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1960, and is based solely upon a proposed rate increase by Natural’s supplier, 
Lone Star Gas Company, in Docket No. RP60-4. The proceeding in Docket 
No. RP60-4 is still pending; however any refunds made to Natural in the future, 
and stemming from this proceeding, will be passed on to Natural’s customers 
in the same manner as any other future refund, as hereinafter discussed and 
provided for. 

The settlement proposals are supported by cost-of-service and other data sub- 
mitted with the proposals. No hearings have been held upon any of the 
above-entitled proceedings. The supporting data submitted by Natural includes 
separate costs of service for the full year 1960, and for the relevant parts of the 
years 1959 and 1961 for both the original Natural system and for the former 
Peoples Gulf Coast system, together with rates based thereon. Appendices A, 
B, C and D hereto, reproduced from Natural’s settlement offer, set forth, respec- 
tively, the summary of proposed refunds, exclusive of interest, an outline of 
the principles or methods employed in determining the rates for proposed settle- 
ments, cost of service and rate design for the Natural Division and for the Gulf 
Coast Division. The proposed settlements are submitted subject to several con- 
ditions, as reproduced in Appendix E hereto.* 

The staff has not completed its field examination of the books and records 
of Natural for the locked-in period of time involved in these proceedings. Con- 
sistent, however, with Natural’s request that this be considered an “interim” 
refund to permit immediate payment of the monies now subject to agreement, 
a condition will be included to provide for possible additional refunds in the 
event that items of cost of service, included in the settlement computations, are 
not acceptable to the staff or the Commission. This condition is in addition to 
and separate from the conditions pertaining to rate of return and a consolidated 
company effective tax rate. 

The refunds provided for under the proposed settlements are determined upon 
the basis of a 6.5 percent rate of return, subject, however, to the condition 
that further refunds shall be required if it is decided that the fair rate of 
return for Natural in the pending proceeding in Docket No. RP61-8 is less than 
6.5 percent. This condition will provide that only the rate of return upon equity 
capital as determined in Docket No. RP61-8, will be applicable to the above 
dockets, while the rate of return upon the other components of the capital struc- 
ture will be determined upon the basis of actual requirements during the locked-in 
period, including experienced accumulated deferred taxes. 

The proposed settlements also contain a condition providing for further refunds 
in the event the Commission determines that Natural should utilize a “con- 
solidated company effective tax rate” that shall be less than the 52 percent tax 
rate employed in computing cost of service for settlement purposes. The same 
sort of condition was imposed in paragraph (G) of the settlement order issued 
December 19, 1960, Docket No. G—16026, and pertaining to Natural. This ques- 
tion is also involved in the pending proceeding in Docket No. RP61-8, and since 
it appears that some or all of the affiliated companies having tax losses may be 
merged into Natural’s parent company, Peoples Gas Light and Coke Company, 
the condition contained in the proposed settlements should be supplemented to 
provide that any such changes in corporate relationship shall have no effect 
upon the determination of the question in these proceedings. 

Another condition contained in the proposed settlements refers to Natural’s 
proposed “75% minimum bill” provision, which has been continued in effect with- 
out change in the proceeding in Docket No. RP61-8. The proposed minimum bill 
would become effective if Natural’s system load factor drops below 75 percent, 





*Omitted in printing. 
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which has not occurred to date. The minimum bill provision is being contested 
in Docket No. RP61-8, and the condition in question states that acceptance of 
the proposed settlement does not constitute acceptance of the provision. Cer- 
tainly settlement of these proceedings is without prejudice to contentions in 
other proceedings with respect to this provision. The condition also states that 
an adjudication of the propriety of the minimum bill provision is sought in 
Docket No. RP61-8.° Since all of Natural’s tariff provisions are subject to 
inquiry in this pending proceeding, whether revised at the time of the rate-in- 
crease application or not, the propriety of the minimum bill provision is in issue 
as having been raised by the parties. It is furthermore recognized as an issue 
by all parties. With this explanation and comment it is unnecesary to include 
this matter as one of the conditions to this order. 

A fourth condition to the proposed settlements concern future refunds in these 
proceedings based upon refunds received by Natural from its suppliers. The 
last condition proposed consists of the usual disclaimer clause stating that none 
of the parties shall be prejudiced in other circumstances by the settlement agree- 
ment and the methods or principles employed therein. 

The staff recommends approval of the proposed settlements, subject to the 
inclusion of the additional condition and the changes to the conditions proposed 
which are hereinafter ordered. The proposed settlement rates contain a slight 
“tilt” to demand charges when compared with demand and commodity unit costs 
derived by the Atlantic Seaboard cost classification (Opinion No. 225, Altantic 
Seaboard Corp., et al., Docket No. G—13s4, et al., issued April 25, 1952, 11 FPO 
43). However, for purposes of settlement, the staff does not consider the “tilt” 
serious enough to be objectionable. 


The Commission finds: 


(1) Natural is a “natural-gas company” within the meaning of the Natural 
Gas Act, with sales of natural gas for resale subject to our jurisdiction. 

(2) The increased rates and charges contained in Natural’s original and re- 
vised tariff sheets filed March 2, 1959, in Docket No. G—18148, as revised by the 
tariff sheet filed December 23, 1959, the increased rates and charges contained in 
the original and revised tariff sheets filed March 2, 1959, in Docket No. G—18149, 
originally filed by Texas Illinois National Gas Pipeline Company, and as replaced 
by the tariff, filed January 20, 1960, of the successor company, Peoples Gulf Coast 
Natural Gas Pipeline Company, which latter company was later merged into 
Natural, and the increased rates and charges contained in Natural’s revised 
tariff sheets filed February 23, 1960, in Docket No. RP60-5, have not been shown 
to be just and reasonable, or otherwise lawful under the terms and provisions 
of the Natural Gas Act, and they should be disallowed and denied as hereinafter 
provided and ordered. 

(3) The settlement of these proceedings on the basis proposed and agreed to 
by the parties and submitted for our consideration in the motion to terminate 
filed October 31, 1961, subject to the terms and conditions hereinafter ordered, 
is just and reasonable and in the public interests in carrying out the provisions 
of the Natural Gas Act and such proposed settlements should be approved, and 
made effective, as hereinafter provided and ordered. 


The Commission orders: 


(A) The increased rates and charges contained in the filings referred to in 
paragraph (2), above, are disallowed and denied. 


% See “Motion for Adjudication of an Additional Issue”, filed in Docket No. RP61-—8 on 
October 16, 1961, by Iowa-Illinois Gas and Electric Company. 
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(B) The settlement of these proceedings on the basis and terms proposed and 
agreed to between Natural and all of its utility customers as well as all of the 
noncustomer interveners herein is approved and made effective, subject to the 
terms and conditions hereinafter ordered. 

(C) Natural shall refund to its jurisdictional customers, within 60 days from 
the date of issuance of this order, the sums of money set forth in Appendix A 
hereto, together with interest at the rate of 6 percent per annum from the 25th 
day of each month in which payment under the settlement rates is assumed to 
have been made to the date upon which refunds as provided for in this order 
shall have been made. 

(D) Within 30 days after refunds have been made as provided for by para- 
graph (C) hereof, Natural shall report to the Commission, in writing and under 
oath, the amount of the refund made to each of its utility customers, showing 
separately the amount of principal and interest so paid, the basis upon which 
said interest was determined, and shall serve a copy of such report upon each of 
the customers receiving a refund. Concurrently therewith, Natural shall file 
with the Commission releases from its jurisdictional customers showing receipt 
of principal and interest so paid. 

(E) The settlements approved by this order in these proceedings are subject 
to the following conditions and reservations: 

(I) Natural shall make future refunds and necessary rate reductions to its 
customers as the result of refunds from Natural’s suppliers in accordance with 
the provisions of paragraph four (4) of Appendix E; 

(II) In the event it is determined by a subsequent order or orders of the 
Commission that the proper tax rate for Natural in computing its cost of 
service for the locked-in periods involved in these proceedings, excluding the 
period September 2 through December 31, 1959, in Docket No. G—18149, is one 
based upon a “consolidated company effective tax rate’ rather than an individual 
corporate tax rate as used in determining the refunds presently ordered, then 
Natural shall be required to make further refunds in these proceedings with 
interest at 6 percent reflecting the use of such a lesser Federal Income tax rate 
by a method satisfactory to the Commission; Provided, that any mergers or 
other changes in the corporate relationship of the affiliated companies having 
tax losses during the pendency of Natural’s proceeding in Docket No. RP61-8 
shall have no effect upon the determination of the proper tax rate in these pro- 
ceedings ; and, Provided, further, that Natural’s obligation to make refund here- 
under shall not become effective unless and until the aggregate sum refundable 
under this and the succeeding subparagraph shall be equal to $100,000 ; 

(III) In the event that the determination of the fair rate of return upon 
Natural’s equity capital by a valid and final order of the Commission in Docket 
No. RP61-8, when considered in combination with the costs of the other com- 
ponents of the capital structure of Natural upon the basis of actual requirements 
during the locked-in period, including experienced accumulated deferred taxes, 
shall result in an overall fair rate of return for Natural of less than 6.5 percent, 
the costs of service upon which these settlements are based shall be recomputed to 
reflect the use of the rate of return so determined, or the rate of return allowed 
by final order in Docket No. RP61-8, whichever is the smaller, and Natural shall 
be required to make such further refunds in these proceedings, with interest at 
6 percent thereon, as may result from such recomputation; Provided, that 
Natural’s obligation to make refund hereunder shall not become effective unless 
and until the aggregate sum refundable under this and the preceding subpara- 
graph shall be equal to $100,000; and 

(IV) In the event that the staff, upon completion of its field examination of 
the books and records of Natural for the locked-in period of time involved in 
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these proceedings, shall conclude that items of cost of service, included in the 
settlement computations but in addition to and separate from the matters 
referred to in subparagraphs (II) and (III), above, are not acceptable, then, 
after conference, hearing and further order of the Commission, as necessary to 
a resolution of this matter, Natural shall be required to make such further 
refunds in these proceedings, with interest at 6 percent thereon, as may result 
from a consideration of such items of cost of service. 

(F) Natural shall file with the Commission within 60 days from the date of 
issuance of a final order in these proceedings, appropriate tariff sheets reflecting 
the ultimate settlement rates as substitute sheets to its FPC Gas Tariff. 

(G) Upon full compliance by Natural with all the terms and conditions of this 
order, including determination of the matters set forth in paragraph (E) hereof, 
the proceedings in Docket Nos. G—-18148, G—18149 and RP60-—5 shall be terminated. 

(H) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission and is without prejudice to any 
claims or contentions which may be made by the Commission, Natural, the 
Commission’s staff, or any other party affected by this order, in any proceeding 
now pending or hereafter instituted by or against Natural or any other com- 
panies, persons or parties affected by this order. 


APPENDIX A 


Summary of proposed refunds* under Docket Nos. G—18148, G—18149 and RP 
60-5, for the period Sept. 2, 1959 through Feb. 28, 1961, assuming use of form 
of rate set forth in filings 


Natural Gulf Coast Total 
division division refund 


Rate Schedule CD-1: 
Allied Gas Co 
Associated Natural Gas Co 
Central Illinois Electric & Gas Co 
Illinois Power C 


Poe. eS eee 
Iowa Southern Utilities Co 

Monarch Gas Co 

North Shore Gas Co . 98 | 
Northern Illinois Gas Co , 608. 1, 081, 635. 83 | 
Northern Indiana Public Service Co , 510. 382, 373. 45 
The Peoples Gas Light & Coke Co . 475, 273. 1, 027, 196. 50 
Princeton Gas Service Co. 
Salem, MIl., i | 7, 464. 7 
Sullivan, Il., city of 9, 984. 14 


<HIVASSYSSVTABSSS 


~— 
on 


Total CD-1 9, 914, 492. 7 


Rate Schedule CD-2: 
Nebraska City, Nebr., city of. 45, 234. 
Wilson Gas Co., Inc 6, 671. 21 








| 


Total CD-2. 51, 905. 72 


Rate Schedule G-1: 
Bethany, Ill., village of. 
Citizens Gas es 


Nashville, tl. , city of... 6, 364. 78 
Perryville, Mo., city of_. 772. 31 
Pinckneyville, Il., city of. 

Ruth Fuel Co hi 
United Cities Gas C 11, 281. 42 





Total G-1 26, 900. 56 | 


Rate Schedule X-1: 
Natural Gas Storage Co. of Ilinois.................|.--------------- 114, 914. 56 114, 914. 56 





NE as cdnitistncnteiccnainncnnnninasditiinnindinnainiicinbitiatl 9, 971, 625. 13 2, 736, 558. 95 | 12, 708, 184. 08 


1 Does not include interest. 
2 Includes refund under Rate Schedule CD-1 for period prior to June 21, 1960. 
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APPENDIX B 


Outline of proposal for settlement of rates for locked-in period—September 2, 1959 
to March 1, 1961 


Meeting of August 17, 1961 
(1) Actual cost figures have been used as the basis for development of rates for 
the locked-in period. 
(a) Rates were calculated for the 1959 period on the basis of actual rate 
base, operating costs and sales for the 4-month period. 
(b) Rates were calculated for the year 1960 and the 2 months of 1961 on 
the basis of actual rate base, operating costs and sales for 1960. 
(c) The rate base was determined by use of the 13-month average of net 
plant. (The 5-month average was used for the 1959 stub period.) 
(d) A separate calculation of rates was made for each pipeline company. 
(e) The rate base for Natural includes the unpaid portion of the advances 
for gas reserve development. 
(2) We applied a 20 cent commodity charge for each pipeline company. This 
is the commodity charge under which the purchases were actually made. 
(3) The cost of service for Natural was computed to include the Company pro- 
duction at the actual cost with the benefit of percentage depletion going to 
the customers. 
(4) Since the question of the consolidated tax return has not been determined, 
the pipeline companies will accept a condition thereon similar to that used 
in the settlement of Docket No. G—16026. 
(5) Refund as calculated includes the amount recovered from State of Texas 
for the Severance Beneficiary Tax. 
(a) Principal recovered, $830,707.54. 
(b) Interest recovered, $5,257.02 ; and this will be included in refund. 
(ce) No interest will be payable on that part of the total refund represented 
by the Texas Severance Beneficiary Tax which was paid by Natural but 
not recovered until May 3, 1961. 
(d) Costs of recovery were not large and will be covered by the costs in the 
locked-in period. 
(e) If overall refund is delayed, Natural will move to immediately refund 
the above amounts. 
(6) Rate of return, 6% percent. If the rate of return is finally determined in 
Docket No. RP 61-8, now in hearing, is less than 614 percent then a further 
refund will be made to reflect the application of this lesser rate of return to 
the locked-in period. 


APPENDIX C 
Natural division cost of service 





4 months 12 months 
ended Dec. 31, | ended Dee. 31, 
1959 1960 















Ia 2 SIN 5 cca Nop elcid $13, 164, 561 $40, 021, 134 
Ot RD III 5. oncicndnnmsnnpanninenemanemeeinniininmitl 283, 001 736, 385 
Rs accncisineilaibaiddeainadncte pdeinepeadaateninniatdiaatananhanndailaaaisieel 2, 836, 715 8, 352, 859 
RU isaac chancel pial dais wesc aia nhaicnebcalaena tno 1, 060, 142 2, 767, 562 
EES” eee aes 2, 820, 451 8, 652, 176 
a 979, 475 3, 496, 426 
Interest income on production advances (65, 693) (187, 804) 
Other gas revenues. ...........-........ a (73, 643) (242, 440) 
5 isch sania eects ch ni chek pacelisen cbt _ (521, 052) (1, 216, 096) 
END HII esins nnn pnedciknanideasncabnncnindbmaaaleea 1, 691, 537 , 305, 187 
I RUNNIN TN on so asc tncmencnmsinamnwmconeuscunnesweonsion 15, 393 48, 277 
Beatties | 676 ParOets Per GNA. bo cnccccdiccccccecccsewscccncssucccnces 3, 475, 896 10, 463, 915 


NE CS SEU I an dcacksuqunissieabidudduaaumdecanaradameern 78, 197, 581 
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Natural division adjustments to operating erpenses 





4 months 
ended 
Dec. 31, 1959 


Gas purchases adjustments: 
Difference between g: 
exchang 
Reduction in supplier ratesin South Rainey and West Cement Fields. 
Portion of Colorado Interstate and Dorchester refunds applicable to 
main line ir eens anaee credited to gas purchases__.- 
versal of off ca ar purch ase with C ities Service Gas 
set No, G-16026 settlement 
Increase in a from Lone Sti ar Ga s Co, from July 1 through Dec. 
31, 1960 on to develop rate without increase 
Refund from Colorado Interstate : applicable to Sept., Oct 
1959. . 
P roposed refund from Gulf Coast d 
sold to Storage 
Credit for gas sold to Storage 
Pension adjustment: 
Pension credits used in prior settlements or 1960 estimated credits 
reversed in 1961 as a result of new pension plan 
Other taxes adjustment: 
Reverse taxes accrued f 


delivered for exc 


(229, 505 
of credit for g 
(214, 27 


162, 427 


r Texas Severance Beneficiary T (109, 489) 


Total adjustments to expenses other than incom 


Natural division rate design 


4 months 
ended 
Dec. 31, 1959 
Total cost of service 
Deduct: 
Rate . Sche dule G- 1. 


Remaining balance 
Deduct: 
Commodity allocation of 20¢ Mef to sales under Rate Schedules | 
CD-1, I-i, and to main line industrial sales , 343, 465 
Balance to demand charge 5, 189, 069 


3, 345, 897 

Unit demand charge per M per month. . | $1. 8497 
Demand charge per month 1 rounded out-..-_- 
CD-2 demand charge ( $1.77 


Cents 

G-1 rate (CD-2 at 50 percent load factor) 31. 64 

I-1 rate (CD-1 commodity charge) 20. 00 

Credit for the release of gas for sale to Storage Co. determined by reference 
to Gulf Coast division . 7. 76 


1 Cost of service and rates do not include $580,639 of increased costs from Lone Star Gas Co 
July 1, 1960. 


(5,331,049), must be increased 11¢ to recover these increased costs. 


CD- 1 demand charge ($1.97+11¢) 
CD-2 demand charge (C D-1—8¢) 
G-1 rate (CD-2 at 50 percent load factor) (cents) 


$1. 85 | 


761 


12 months 
ended 


Dec. 31, 1960 


$1, 796 
29, 107 


$ 
» 


22, 093 


(495, 108) 


126, 687 


120, 235 


(288, 998 


12 months 
ended 
Dec. 31, 1960 


1 $78, 197, 581 


366, 927 
24, 579 


77, 806, 075 


57, 201, 031 


20, 605, 044 


10, 456, 663 
$1. 9705 
1 $1. 97 
1 $1. 89 


Cents 
1 32. 39 
20. 00 


8.16 


. effective 


The rates applicable to the Demand Billing Units for the period July 1 through Dec. 31, 1961 
The adjusted rates would be— 
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Gulf Coast division cost of service 








III... £0 is Cicadas nisiarnianeicineindiatindinnatndiiaisiienbaniddebdials 
Operation. .......- 
Maintenance-....... 
Depreciation... ...-. 
Other taxes__........ 
Other gas revenues. .............. 
Federal income taxes 
State income taxes._.............- 
Return @ 6% percent per annum 









Total cost of service 


4 months 


ended Dec. 31, 


1959 


$8, 270, 879 
1, 655, 273 
340, 220 

2, 042, 216 
369, 163 
(31, 592) 

1, 977, 069 
35, 587 

3, 045, 327 


$17, 704, 142 


Gulf Coast division adjustments to operating erpenses 


| 
Gas purchased adjustment: 
Difference between gas delivered for exchange and gas received for 
dc ebineekencioiniebcis nacdeniaadinhiabeanasedieateiudad 
Pension adjustment: 
Pension credits used in prior settlements or 1960 estimated credits 
reversed in 1961 as a result of new pension plan 
Other taxes adjustment: 
Reverse taxes accrued for Texas Severance Beneficiary Taxes.......- | 


Total adjustments to expenses other than income taxes..........-- | 


Gulf Coast division rate design 


Total cost of service 
Deduct: 
Rate Schedule G-1 


Remaining balance 
Deduct: 

Commodity allocation of 20¢ Mecf to sales under 

CD-1, X-1, I-1, and to field sale 


Balance to demand charge 


Demand billing units.................-....... 
Unit demand charge per M per month. 
Demand charge per month rounded out 









X-1 rate (CD-1 rate at 100 percent load factor)... ...............-......- 
G-1 rate (CD-1 rate at 50 percent load factor) _--. 
I-1 rate (CD-1 commodity charge) 
Adjustment of demand and credit for the release of gas for sale to Storage 

Co. (X-1 rate less 20¢) 





Dec. 31, 1959 





4 months 
ended 


($3, 0) 


66, 809 


(124, 556) | 


(61, 191) 


4 months 
ended Dec. 
31, 1959 


$17, 704, 142 
68, 965 | 


17, 635, 177 


| 
12, 675, 218 


4, 959, 959 | 
2, 097, 624 


$2. 3646 
$2. 36 








12 months 
ended Dec. 31, 
1960 


$23, 125, 084 
4, 787, 049 
1, 026, 186 
6, 311, 215 


$51, 524, 437 


12 months 
ended 
Dec. 31, 1960 


($66, 992) 


36, 157 
(350, 741) 


(381, 576) 


12 months 
ended Dec. 
31, 1960 
$51, 524, 437 
250, 964 
51, 273, 473 


35, 051, 593 
16, 221, 880 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and Charles R. Ross. 


CITY OF TACOMA, WASHINGTON, PROJECT NO. 2016 


ORDER APPROVING REVISED EXHIBIT L DRAWINGS 


(Issued November 27, 1961) 


On August 28, 1961, city of Tacoma, Washington, licensee for major Project 
No. 2016, filed for Commission approval revised Exhibit L drawings relating 
to the Mayfield development of the project located on the Cowlitz River, State 
of Washington. 

The revised drawings show several design changes in the arch, the two arch 
thrust blocks, and the spillway section of the Mayfield dam. 

The Chief of Engineers, Department of the Army, bas approved the drawings 
insofar as the interests of navigation are concerned. 


The Commission finds: 


The following described revised Exhibit L drawings conform to the Commis- 
sion’s rules and regulations and should be approved as part of the license for 
the project, and Exhibits L, Sheets 3 and 4 (FPC No. 2016-5 and —6, respec- 
tively), now part of the license, and which is superseded, should be eliminated 
from the license—all as hereinafter provided : 


Exhibit L | FPC No.| Title: Cowlitz Power Development— Mayfield Dam 


GE esc ccctinansetdasddnn .| 2016-76 | Arch And Thrust Blocks—Plan And Sections. 
Sheet 4 | 2016-77 Cross-Sections Through Spillway. 


The Commission orders: 


The revised Exhibit L drawings described in the above finding are approved 
as part of the license for Project No. 2016, and the Exhibit L drawings de- 
scribed in the same finding as being superseded are eliminated from the license 
for the project. 


Before Commissioners: Joseph C, Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and Charles R. Ross. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. CP62-62 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued November 28, 1961) 


On September 14, 1961, El Paso Natural Gas Company, P.O. Box 1492, Bl 
Paso, Texas (Applicant), filed in Docket No. CP62-62 an application pursuant 
to Section 7(c) of the Natural Gas Act for a certificate of public convenience 
and necessity authorizing the construction and operation of routine field facil- 
ities to enable Applicant to take into its certificated pipeline system natural 
gas which will be purchased from producers thereof in the general area of 
Applicant’s existing transmission system from time to time during the calendar 
year 1962, at a total cost not to exceed $5,000,000, with no single project to 
exceed a cost of $500,000, all as more fully set forth in the application. 
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The purpose of this “budget-type” application is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting to its pipeline 
system new supplies of natural gas in various producing areas generally coex- 
tensive with said system. 

No additional financing will be required to pay construction costs. No new 
or additional sale of gas is proposed. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
November 14, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission's 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of October 29, 1942, in Docket Nos. G-242 and G-257 (3 
FPC 851). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission 
and the construction and operation thereof by Applicant are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas 
purchased from producers thereof during the calendar year 1962, as proposed 
by Applicant, are required by the public convenience and necessity and a certifi- 
cate therefor should be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before March 1, 1963 
a statement under oath showing, by projects: (a) names of fields connected, 
(b) estimates of gas supplies attached, (c) a description of the project or 
projects that have been constructed pursuant to the authorization granted 
hereinafter, (d) the location of said project or projects, (e) the costs of the 
facilities so constructed, and (f) the names of the independent producers 
involved, together with the respective dates of the gas sales contracts and the 
docket numbers of the related producer certificate applications. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the issuance of the certificate hereinafter granted to Applicant and 
to the exercise of the rights granted thereunder. 

(7) The authorization granted hereinafter should be limited to construction 
during the calendar year 1962, and the total expenditures for facilities to be 
constructed hereunder should be limited to a maximum of $5,000,000, with 
no single project to exceed a cost of $500,000. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing El Paso Natural Gas Company to construct and operate the 
proposed facilities to take natural gas purchased from producers thereof during 
the calendar year 1962, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) Applicant shall submit, on or before March 1, 1963, a statement under 
oath showing by projects: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects that have been 
constructed pursuant to the authorization granted in paragraph (A) above, 
(d) the location of said project or projects, (e) the costs of the facilities so 
constructed, and (f) the names of the independent producers involved, together 
with the respective dates of the gas sales contracts and the docket numbers of 
the related producer certificate applications. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the issuance of the certificate granted in paragraph (A) above 
and to the exercise of the rights granted thereunder. 

(D) The authorization granted in paragraph (A) above is hereby limited 
to construction during the calendar year 1962, and the total expenditures for 
facilities to be constructed thereunder are hereby limited to a maximum of 
$5,000,000, with no single project to exceed a cost of $500,000. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and Charles R. Ross. 


THB OHIO FUEL GAS COMPANY, DOCKET NO. CP62—42 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDON MENT OF FACILITIES 


(Issued November 28, 1961) 


On August 17, 1961, The Ohio Fuel Gas Company (Applicant) filed an appli- 
cation in Docket No. CP62-42, pursuant to Section 7 of the Natural Gas Act, 
seeking authorization to construct and operate approximately 5.2 miles of 6%- 
inch O.D. and 8%-inch O.D. pipe in part replacing and in part looping existing 
facilities serving the Canfield and the Columbiana-North Lima market areas in 
northeastern Ohio, and for permission and approval to abandon the facilities to 
be replaced by the proposed construction. 

Applicant’s proposals are set forth in two projects: 

Project No. 1—Construct and operate approximately 1.5 miles of 85%-inch O.D. 
natural gas transmission line in Mahoning County, Ohio, replacing an equal 
length of 41%4-inch O.D. Line V—50 serving Canfield, Ohio. A portion of the 4%4- 
inch line will be removed, and the balance of the line will be abandoned in place. 

Project No. 2—Construct and operate approximately 2.0 miles of 8%-inch 
O.D. line looping an existing 65-inch O.D. line, and 1.7 miles of 654-inch 
line replacing 44-inch O.D. natural gas transmission line in Columbiana 
and Mahoning Counties, Ohio, at two locations on Line V-—60 serving the 
Columbiana-North Lima market area. The 414-inch O.D. line to be replaced will 
be abandoned in place. 


Applicant states that the replacement facilities and looping proposed are a 
part of a program to provide increased capacity needed to serve increasing re- 
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quirements of existing markets and to assure adequate market service during 
the winter of 1961-62. There is no issue with respect to gas supply. 

The estimated total cost of the proposed construction is $171,600, which cost 
will be financed from funds obtained from Applicant’s parent, The Columbia 
Gas System, Inc. The estimated cost of retiring facilities is $700 with an esti- 
mated $480 in salvable material, and an estimated credit fixed capital of $8,200. 

Applicant was granted temporary authorization to construct the proposed 
facilities by letter, dated October 6, 1961. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
November 16, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 





The Commission finds: 


(1) Applicant, The Ohio Fuel Gas Company, an Ohio corporation having its 
principal place of business in Columbus, Ohio, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of August 21, 1945, in Docket No. G-871 (4 FPO 1033). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
eation in this proceeding, are to be used in the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) The facilities to be abandoned, as heretofore described, are subject to the 
jurisdiction of the Commission, and abandonment of such facilities is subject to 
the requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(5) Such abandonment by Applicant, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and approv- 
ing same should be issued as hereinafter ordered. 

(6) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Applicant and to the exer- 
cise of the rights granted thereunder, and that the construction of the facilities 
authorized by this order shall be completed and said facilities placed in actual 
operation within six (6) months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, The Ohio Fuel Gas Company, to construct 
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and operate the proposed facilities, as hereinbefore described, all as more fully 
described in the application herein, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(ec) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation, as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act, within six (6) months from the date 
on which this order issues. : 

(D) Permission for and approval of the abandonment by Applicant of the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, be and the same is hereby granted. 

(E) Applicant shall advise the Commission of the date of the abandonment 
within 30 days of the date thereof. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, and Charles R. Ross. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. CP62-61 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued November 28, 1961) 


On September 12, 1961, Panhandle Eastern Pipe Line Company (Applicant) 
filed in Docket No. CP62-61, an application pursuant to Section 7(c) of the 
Natural Gas Act for a certificate of public convenience and necessity author- 
izing the construction and operation of field facilities to enable Applicant to 
take into its certificated main pipeline system natural gas which will be pur- 
chased from producers thereof in the general area of Applicant’s existing trans- 
mission system from time to time during the 12-month period following the 
date of issuance of the authorization sought herein, at a total cost not to exceed 
$2,500,000 with no single project to exceed a cost of $500,000, all as more fully 
set forth in the application. 

The purpose of this “budget-type” application is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting to its pipe- 
line system new supplies of natural gas in various producing areas generally 
coextensive with its system. 

Applicant will finance the cost of the proposed facilities from funds on hand. 
No new or additional sale of gas is proposed. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
November 14, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission's 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Panhandle Eastern Pipe Line Company, a Delaware Corpora- 
tion having its principal place of business in Kansas City, Missouri, is a 
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“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of October 17, 1945, in Docket No. 
G—254 (4 FPC 1081). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, and the 
construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(8) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas pur- 
chased from producers thereof during the 12-month period following the date 
of issuance of the authorization hereinafter granted, as proposed by Ap- 
plicant, are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit within 60 days after the end 
of the 12-month period following the date of this authorization, a statement 
under oath, showing by names of fields connected: (a) estimates of gas sup- 
plies attached, (b) a description of the project or projects that have been con- 
structed pursuant to the authorization granted hereunder, (c) the location 
of said project or projects, (d) the costs of the facilities so constructed, and 
(e) the names of the independent producers involved together with the respective 
dates of the gas sales contracts and the docket numbers of the related producer 
certificate applications. 

(6) The authorization granted herein should be limited to construction dur- 
ing the 12-month period following the date of issuance of this authorization, and 
the total expenditures for facilities to be constructed hereunder should be limited 
to $2,500,000, with no single project to exceed a cost of $500,000. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of the Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the issuance of the certificate hereinafter granted to Applicant and 
to the exercise of the rights granted thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Sec- 
tion 1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Panhandle Eastern Pipe Line Company to construct 
and operate the proposed facilities to take natural gas purchased from pro- 
ducers thereof during the 12-month period following the date of issuance of 
this authorization all as more fully described in the application in this proceed- 
ing, upon the terms and conditions of this order. 

(B) The authorization granted in paragraph (A) above is hereby limited to 
construction during the 12-month period following the date of issuance of this 
authorization, and the total expenditures for facilities to be constructed here- 
under are hereby limited to $2,500,000, with no single project to exceed a cost 
of $500,000. 
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(C) Applicant shall submit within 60 days after the end of the 12-month period 
following the date of this authorization, a statement, under oath, showing by 
names of fields connected: (a) estimates of gas supplies attached, (b) a descrip- 
tion of the project or projects that have been constructed pursuant to the au- 
thorization granted hereunder, (c) the location of said project or projects, 
(d) the costs of the facilities so constructed, and (e) the names of the in- 
dependent producers involved together with the respective dates of the gas 
sales contracts and the docket numbers of the related producer certificate 
applications. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the issuance of the certificate granted in paragraph (A) above 
and to the exercise of the rights granted thereunder. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and Charles R. Ross. 


CITY OF SITKA, ALASKA, PROJECT NO. 2230 
ORDER FURTHER AMENDING LICENSE (MAJOR) 


(Issued November 28, 1961) 


Application was filed October 5, 1961 by city of Sitka, Alaska, licensee for 
major Project No. 2230, for amendment of Article 34 of its license for the project 
(the provision setting forth the annual charge) so as to make the new adminis- 
trative annual charge formula set forth in the Commission’s Order No. 205 
issued June 6, 1958 in Docket No. R-129 (19 FPC 907) pertaining to State and 
municipal licensees, apply to Project No. 2230. 

The administrative annual charge as presently fixed under Article 34 of the 
license is based upon installed horsepower capacity plus annual gross energy 
generated by the project. Under the new administrative annual charge formula, 
the assessment of annual charges is based upon the actual costs of administering 
Part I of the Federal Power Act. 

Project No. 2230 was under construction until July 23, 1961, the date upon 
which commercial operation commenced. 


The Commission finds: 


(1) The license further amended as hereinafter provided is in the public 
interest. 

(2) The installed horsepower capacity of the project for the purpose of com- 
puting the capacity component of the annual charge is 8,000 horsepower, and the 
annual charge for reimbursing the United States for the costs of administration 
of Part I of the Federal Power Act, based on such capacity, is reasonable. 


The Commission orders: 


The licensee for Project No. 2230 is further amended, effective as of July 23, 
1961, by changing subparagraph (1) of Article 34 thereof to read as follows: 

(1) For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, a reasonable annual charge in accordance with the 
provisions of Part 11 of the Commission’s regulations. The authorized installed 
capacity for such purposes is 8,000 horsepower. 


693-488—64——_51 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and Charles R. Ross. 


TEXAS GAS UTILITIES COMPANY, DOCKET NOS. G-117, G-239 AND G-358 ; 
TEXAS GAS UTILITIES CORPORATION, DOCKET NOS. CP61-280 AND 
CP61-281 


ORDER REVOKING EXPORT AUTHOBIZATION AND PERMITS, ISSUING EXPORT AUTHOR- 
IZATION, RESCINDING ORDER, DENYING PETITIONS AND DEFERRING ACTION 


(Issued November 28, 1961) 


Texas Gas Utilities Corporation (Applicant), a corporation organized and 
existing under the laws of the State of Texas and with principal office located 
at Del Rio, Texas, filed a combination petition and application in Docket No. 
CP61-280 and in Docket No. CP61-281, respectively, on April 25, 1961, as herein- 
after described, seeking certain relief or, alternatively, certain authority and 
other relief as hereinafter indicated, all as more fully set forth in said docu- 
ments which are on file with the Commission. 

Applicant was incorporated in Texas on September 12, 1955, as evidenced by 
a certified copy of its Articles of Incorporation attached to its application in 
Docket No. CP61—280, and is the successor to the Texas Gas Utilities Company, 
hereinafter referred to as Company. 

Company, a Delaware corporation which was incorporated on or about January 
27, 1930, and which was authorized to do business in the States of Ohio and 
Texas, was engaged in the exportation of natural gas from the United States 
to Mexico prior to the enactment of the Natural Gas Act (Act) in 1938 by virtue 
of a part of its operations and its sales and deliveries of natural gas in accordance 
with two contracts. One of these contracts was between Company and Compania 
Nacional de Gas, S.A., hereinafter referred to as Compania. Compania 
then operated, and still operates, a natural gas distribution system in Piedras 
Negras, Coahuila, Mexico. This contract was for a term of 15 years from the 
date thereof, was dated October 30, 1934, and was renewable for a period of 5 
years upon mutual consent of the parties thereto. Deliveries under this contract 
commenced on November 23, 1935. The second contract was between Company, 
as seller, and Compania, as transporter, and La Consolidada, S.A., hereinafter 
referred to as Consolidada, as buyer. This contract was for a term of 5 years 
from the date of commencement of deliveries and was dated January 15, 1938. 
The sale of gas by Company, and the delivery thereof via Compania, to Consoli- 
dada commenced in May of 1938 for use as fuel in the smelting plant completed 
by Consolidada on or about May 1, 1938, near the City of Piedras Negras, 
Coahuila, Mexico. 

On November 19, 1938, Company filed an application in Docket No. G—117 
pursuant to Section 3 of the Act, seeking authorization to continue the exporta- 
tion of natural gas from the United States to Mexico under the aforesaid con- 
tracts. By Commission order, dated December 20, 1938, temporary authorization 
to continue said exportation for a period of 90 days was issued to Company. 
Thereafter, by successive orders dated March 15, 1939; July 18, 1939; September 
29, 1939; December 28, 1939 and June 25, 1940, this authorization was extended 
from time to time to and including August 25, 1940. A final and permanent order 
was issued by the Commission in Docket No. G-117 on September 10, 1940, 
whereby Company was authorized, subject to certain conditions, to export natural 
gas from the United States to Mexico pursuant to Section 3 of the Act. 
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I 


Applicant, as a part of its application in Docket No. CP61-280, requests the 
issuance of an order, pursuant to Section 1.7(c) of the Commission’s Rules of 
Practice and Procedure (Rules) and Section 16 of the Act, declaring that the 
Section 3 authorization heretofore issued Company in Docket No. G-117, as afore- 
said, was validly transferred to Applicant. 

In support thereof, Applicant states that it is “the successor in all respects” 
to Company; that Company “became involved in bankruptcy proceedings” in 
“1951” ; that “in 1955 a plan of reorganization was approved by the Court, under 
which Applicant company was formed”; and that Applicant’s incorporation in 
1955 was “a part of the reorganization plan approved in said bankruptcy 
proceedings.” 

However, paragraphs (B) and (E) of the aforesaid Section 3 order issued to 
Company in Docket No. G-117 on September 10, 1940, respectively provide: 


(B) Transfer, or assignment of this authorization, by operation of law or 
otherwise, shall not be valid, and the authorization shall thereupon auto- 
matically terminate, unless this Commission shall approve such transfer or 
assignment prior to the effective date thereof. 

(E) This authorization shall terminate automatically upon the termina- 
tion or expiration of the contract for exportation of natural gas, introduced 
in evidence herein as Applicant’s Exhibit F and G; subject, however, to 
renewal of the authorization upon a finding by the Commission that such 
renewal is not inconsistent with the public interest. 


The two contracts to which reference is made in paragraph (E) above were 
described earlier herein and expired by their own terms prior to Applicant’s 
corporate existence. Furthermore, no request for renewal of extension of these 
contracts or of the Section 3 authorization has ever been filed by Company with 
the Commission. In addition, even assuming that said Section 3 authorization 
had not expired prior to Applicant’s existence because of an earlier termination 
of the contracts involved, it nevertheless follows that paragraph (B) above would 
then come into play to defeat Applicant’s request. No request for approval of a 
transfer or assignment of said Section 3 authorization has ever been filed by 
Company or by Applicant. Accordingly, Applicant’s request for an order de- 
claring that the Section 3 authorization heretofore granted Company in Docket 
No. G-117 on September 10, 1940, was validly transferred to Applicant must 
be denied. 


II 


Applicant’s second request, set forth as a part of its application in Docket No. 
CP61-281, is for the issuance of an order, pursuant to Section 1.7(c) of the 
Rules and Section 16 of the Act, declaring that the Presidential Permit of July 
9, 1940, heretofore granted Company is now in full force and effect and was 
validly transferred to Applicant as a result of the aforesaid bankruptcy 
proceedings. 

It is stated in the aforesaid Section 3 order in Docket No. G-117 that Executive 
Order No. 8202 of July 13, 1939, which has since been revoked and superseded by 
Executive Order No. 10485 of September 3, 1953,’ constituted the initial delega- 
tion to the Commission of certain authority with respect to “applications for 


1 See Sections 4 and 5 of Executive Order No. 10485 of September 3, 1953. Section 4 
provides that: “All Presidential Permits heretofore issued pursuant to Executive Order 
No. 8202 of July 13, 1939, and in force at the time of the issuance of this order, and all 
permits issued hereunder, shall remain in full force and effect until modified or revoked 
by the President or by the Federal Power Commission.” 
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Presidential Permits for the construction, operation, maintenance or connection 
at the border of the United States of facilities for the exportation of natural gas 
to a foreign country”. In this respect, Company had obtained prior to the 
passage of the Natural Gas Act and said Executive delegation of authority to 
the Commission, a “Permit” from the War Department, dated December 21, 1935, 
and a “Presidential license”, signed by the President of the United States and 
dated December 6, 1935. The caption of the instrument issued by the War 
Department states, inter alia, that “it merely expresses the assent of the Federal 
Government so far as concerns the public rights of navigation (See Cummings v. 
Chicago, 188 U.S., 410)”. This instrument authorized Company, subject to 
certain conditions, to place one 4-inch gas pipe line below the bed of the Rio 
Grande River in Texas and Mexico. The Presidential license authorized Com- 
pany, subject to certain terms and conditions, to erect, construct, maintain and 
operate a 4-inch pipe line on or below the bed of the Rio Grande at the border 
of the United States and Mexico. Said Section 3 order in Docket No. G—117 
also states that Company was issued a Presidential Permit on September 5, 1940, 
pursuant to Executive Order No. 8202 of July 13, 1939, as requested by Company 
in an application filed by it to which no docket number was assigned. 

These matters raised a preliminary question as to the extent of the Presidential 
authorization held by Company after September 5, 1940, and which might still 
be in full force and effect and the terms of which may be relevant to the determi- 
nation with respect to the alleged transfer. 

The application to which reference was last made does not appear to be in 
the Commission’s files. However, according to the Presidential Permit, Com- 
pany’s application was dated November 2, 1939, and sought a Permit authorizing 
Company : 

* * * to operate and maintain a six-inch natural gas pipe line extending on 
and along Main Street across and under the Rio Grande, from a point on 
the American shore in the City of Eagle Pass, Texas, to the International 
Boundary line of the United States and Mexico, and authorizing a physical 
connection thereof at the border of the United States and Mexico, in ac- 
cordance with map and specifications attached to its application, and the 
pertinent data and information submitted therewith * * * 


This Presidential Permit granted Company “a permit * * * in accordance 
with aforesaid map and specifications.” It cannot be determined with certainty 
whether this latter authorization covered only the 6-inch line * or both the 6-inch 
and the aforesaid 4-inch line, the latter being in existence and use at that time 
and having been authorized by the earlier license. If the Permit of 1940 covered 
only the 6-inch line then it would constitute a separate authorization and Com- 
pany’s export facilities, connections and operations as of that date would be 
covered by two permits, viz, the 6-inch line by the Permit of 1940 and the 4-inch 
line by the license of 1935. In view of the specific reference to a 6-inch line in 
the Permit of 1940, it is here assumed for the purposes of this order that Company 
was the holder of two separate permits after September 5, 1940. 

The question is now reached as to whether these Presidential authorizations 
were validly transferred from Company to Applicant as a result of the bankruptcy 


2The Consolidada contract of January 15, 1938, supra, provided in Section 1 thereof 
that Company would “extend its present transmission line * * * from Bagle Pass, Texas, 
to a point on the Inter-National Boundary Line, at or near the center of the Rio Grande 
River between Eagle Pass, Texas and Piedras Negras, Mexico” and in Section 4 thereof 
that Compania would construct and complete, not later than May 1, 1938, “a pipe line 
of not less than 6 inches in diameter from * * * Company’s delivery point to the Mexican 
side of the Rio Grande River and thence to connect with the said smelting plant of * * * 
Consolidada.” 











FEDERAL POWER COMMISSION 773 


proceedings. These authorizations do not contain any express provision either 
permitting or prohibiting their transfer. However, they do contain implied 
conditions prohibiting their transfer. Notwithstanding, the first question raised 
is whether these authorizations were terminated or revoked prior to 1955. If so, 
no executive permission or authorization could have been transferred to Ap- 
plicant. With respect to the question of termination, the answer depends upon 
the duration or length of term of the authorizations. Neither the War Depart- 
ment Permit, Presidential license of 1935 nor the Presidential Permit of 1940 
expressly set forth the duration or length of term of the respective authoriza- 
tions although certain conditions attached to these documents are patently 
related to certain aspects of the matter. 

Thus, one condition in the War Department Permit states in pertinent part 
that unless the authorized structure or work is completed on or before Decem- 
ber 31, 1938, the permit, “if not previously revoked or specifically extended, 
shall cease and be null and void.” A second condition in this document is con- 
cerned with the failure to complete before “the expiration or revocation of this 
permit.” Condition (4) of the Presidential license of 1935 states, in pertinent 
part, that “no right shall accrue * * * under the terms of this license, that may 
not be rescinded, changed, modified, or amended by the President or the Congress 
of the United States.” Condition (4) of the Presidential Permit of 1940 states, 
in pertinent part, that it shall not create “any vested right to maintain or 
operate the works and facilities specified” while condition (1) thereof provides 
for its revocation “at any time and for any cause” and continues on to make 
provision in the event the permit is revoked “or whenever it shall expire.” 

The foregoing documents contain implied conditions which, in the absence 
of earlier modification, revocation or other exercise of rights, conditions, reserva- 
tions or powers with respect to said authorizations and in the absence of the 
necessity for obtaining other or additional authorization, provide for the auto- 
matic termination of the authorizations there granted upon cessation of opera- 
tions by Company. This arises out of the fact that it was Company’s operations 
which created the necessity for obtaining said authorizations. Once terminated, 
these authorizations could not be reactivated by a subsequent resumption of 
operations. However, the preamble to Executive Order No. 10485 of Septem- 
ber 3, 1953, as well as the earlier Executive Order No. 8202 cf July 13, 1939, 
expressly set forth or recognize the authority of the Commission under Sec- 
tion 3 of the Act. The relationship between these two authorizations is suffi- 
ciently clear and there is no doubt that in the absence of an express provision 
to the contrary, the duration or length of term of a Permit under Order No. 8202 
or 10485 is coextensive with, And, consequently, of no greater duration or 
length of term than, the duration or length of term of the related or companion 
Section 3 order. In view hereof and in the absence of an earlier express 
revocation of said authorizations by the appropriate Authority or Authorities, 
it is not necessary to determine whether Company did, or failed to do, some act 
which, in and of itself, would automatically revoke said authorizations or provide 
adequate grounds for the revocation of the same, if necessary, by the proper 
Authorities. 

Thus, Company was the holder of two so-called Presidential Permits on 
September 5, 1940, which authorized and covered one 4-inch and one 6-inch 
line and, the terms or duration of which, were coextensive with the Section 3 
authorization of September 5, 1940, in Docket No. G-117. As stated earlier, 
the duration or length of term of this Section 3 authorization was, in the normal 
course of events, dependent upon the duration or term of the contracts then 
involved and, the last of which expired prior to 1951. 
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More importantly, however, the record shows that the aforesaid 4-inch 
and 6-inch lines are no longer in use and that Applicant’s export operations have 
been, are, and will be made by means of 173.88 feet of Dual 85-inch O.D. 
pipe lines. Thus, on page 5 of the application in Docket No. CP61—280, Appli- 
eant states that these 85-inch lines are “now utilized in the exportation” while 
erroneously claiming that said 8%-inch facilities were constructed “pursuant 
to Presidential Permit.” No such authorization exists. The record is also 
quite clear that it was Applicant and not Company who ceased the use of 
authorized facilities; rerouted the supply line without authorization and con- 
structed the unauthorized 85-inch facilities. Thus, Article III, subsection (3) 
of Applicant’s June 20, 1956, contract with Compania Nacional de Gas, 8.A., 
in making provision for a contribution by Compania in aid of construction by 
Applicant, states in pertinent part: 


* * * in consideration of the fact Seller will in the immediate vicinity of 
Eagle Pass, Texas, reroute its supply line to Buyer, construct a new and 
larger line, new meter stations and install required equipment and appur- 
tenances (including two (2) eight inch (8’’) lines from Seller’s metering 
station to the international boundary between Mexico and the United States) 
at a large expense * * * 


A similar but less informative statement appears under Section 7(c) of Appli- 
eant’s June 19, 1956, contract with La Consolidada, S.A. These two contracts 
are later described herein and represent all of Applicant’s sales agreements 
involving the exportation of gas. It is under these two agreements that Appli- 
cant has been, for the most part, is, and proposes to continue exporting gas. 

The record indicates that the dual 85-inch lines are parallel to each other; 
are approximately 6.7 feet apart; and are located approximately 2,326 feet 
south of the East end (U.S.A. side) of the international bridge. The record also 
indicates that the aforesaid 4-inch line was located approximately 895 feet 
north of the aforesaid reference point at the foot of Main Street and that the 
aforesaid 6-inch line was located at or near the same place. Although the record 
shows that gas has been continuously exported by either Company or Applicant 
ever since the original commencement thereof by Company on November 23, 1935, 
it is not known whether the 4-inch and the 6-inch lines have been removed or 
abandoned in place. Again, although not definitely known, the time sequence 
of events indicates that the 4-inch and 6-inch lines were either removed or aban- 
doned in place by Applicant and not by Company. 

In this respect, Condition (9) of the Presidential Permit of 1940 provides in 
pertinent part: 


Permittee shall not * * * dispose of the works and facilities or any part 
thereof covered by this permit, except upon giving sixty days’ notice to and 
obtaining the approval thereof by the Federal Power Commission. 


No such notice was received by the Commission nor has any such approval 
been granted by the Commission. The license of 1935 does not expressly provide 
for notice and approval with respect to the removal and replacement of the au- 
thorized facilities. However, said license does contain such requirements as 
implied conditions. This arises out of the very purpose of the license, its nature, 
and the grant of specific authorization. Again, the required notice was not 
received by the Commission nor has any approval been granted by the Commission. 

Upon consideration of the foregoing matters, Applicant’s request for an order 
declaring that Company’s Presidential authorizations were validly transferred 
to Applicant must be denied. 
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IIt 


Applicant’s third request, set forth as a part of its application in Docket No. 
CP61-281, is for the issuance of an order, pursuant to Executive Order No. 10485 
of September 3, 1953, revoking the Presidential authorizations heretofore 
granted Company in the event it is determined that said authorizations were 
not validly transferred from Company to Applicant. 

In the absence of other considerations, this request should be denied because 
it has been determined that said authorizations terminated before Applicant 
came into existence. However, in order to clarify and close the record, Appli- 
cant’s request for an order revoking said authorizations will be granted. The 
express authority for such action has been set forth earlier herein and sufficient 
cause, if required, is present. 


IV 


Applicant’s fourth request, set forth as the remaining part of its application 
in Docket No. CP61-281, is for the issuance to it of an original Presidential Per- 
mit, pursuant to Executive Order No. 10485 of September 3, 1953, authorizing 
the continued operation, maintenance and connection of natural gas facilities 
at the border of the United States and Mexico at or near Eagle Pass, Texas, for 
the exportation of natural gas from the United States to Mexico. 

Consideration of this request will not be given in this order and the disposition 
on the merits of this part of the application will be deferred for independent 
consideration in separate instrument. 


Vv 


Applicant’s fifth request, set forth as a part of its application in Docket No. 
CP61-280, is for the issuance of an order, pursuant to Section 1.7(a) of the 
Rules and Section 16 of the Act, rescinding the order of the Commission issued 
on January 14, 1947, In the Matter of Texas Gas Utilities Company, Docket Nos. 
G-239 and G—358, 6 FPC 321, wherein Company was issued a certificate of public 
convenience and necessity in Docket No. G—358, pursuant to Section 7(c) of the 
Act, authorizing the continued operation of the existing facilities described in the 
application in Docket No. G-—358 for the transportation and sale of natural gas 
subject to the jurisdiction of the Commission and wherein a petition filed by 
Company in Docket No. G—239 for a ruling that it was not subject to the pro- 
visions of the Act, other than with respect to Section 3 thereof, was denied. 

In support of this request, Applicant cites Border Pipe Line Company v. Fed- 
eral Power Commission, 171 F. 2d 149 (1948), wherein Border, which was en- 
gaged in operations similar to those of Company, was held not to be a “natural- 
gas company” within the meaning of the Act. Based thereon, Applicant states 
that Company was subject only to Section 3 thereof. However, the Border de- 
cision was handed down after the issuance of the Commission’s order in G—239 
and G—358, and, in this respect, Section 23 of the Act provides : 


Sec. 23. If any provision of this act, or the application of such provision 
to any person or circumstance, shall be held invalid, the remainder of the 
act, and the application of such provision to persons or circumstances other 
than those as to which it is held invalid, shall not be affected thereby. 


In view of this and the other action taken herein, Applicant’s request will be 


granted. The order issued in Docket Nos. G-239 and G-358 will be rescinded and 
of no further force or effect. 
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Applicant’s request, set forth as the remaining part of its application in Docket 
No. CP61-280, is for the issuance of an original order, pursuant to Section 3 
of the Act, authorizing Applicant to continue the exportation of natural gas 
from the United States to Mexico. Applicant, as the successor to Company, 
has taken over and continued Company’s operations without interruption of 
service. 

Applicant proposes to continue the exportation and sale of natural gas pur- 
suant to two contracis. One of these is a 10-year contract, executed June 20, 
1956, and effective December 21, 1956, between Applicant (seller) and Compania 
Nacional de Gas, S.A. (buyer), hereinafter referred to as Compania. Compania, 
as noted at the outset of this order, is the operator of a gas distribution system 
in the town of Piedras Negras, Coahuila, Mexico. The second contract is dated 
June 19, 1956, was amended December 10, 1956, effective as of December 1, 
1956, and was further amended by letter dated September 16, 1960. This con- 
tract is for a total operational term of 10 years on the part of Consolidada 
beginning June 19, 1956, such that its effectiveness is suspendable and renewable 
from time to time and such that the period of time between any cessation of 
operations and subsequent recommencement thereof by Consolidada shall not 
be applied to a reduction of the remaining term of the contract as of the time 
of any such cessation. This contract is between Applicant, as seller, and La 
Consolidada, S.A., as buyer, hereinafter referred to as Consolidada. Con- 
solidada, as noted at the outset of this order, is the operator of an open hearth 
smelting plant located near the City of Piedras Negras, Coahuila, Mexico. 

The Compania contract provides for the sale of gas by Applicant as the same 
may now or hereafter be available to Applicant’s system subject to the right of 
Applicant to restrict or reserve all or a part of such gas supply to the exclusive 
benefit of said contract in the absence of a grant of a priority or preference to 
the obligations of any contract made by Applicant subsequent thereto over the 
obligations of this contract ; provides for the sale of gas on a firm basis except for 
unavoidable interruptions; provides in the event of shortage of gas by Ap- 
plicant for the sale and delivery to Compania and Applicant’s other customers on 
a pro rata basis with preference to domestic users over industrial users; and 
provides for the sale and delivery of the gas requirements of Compania’s dis- 
tribution system in the town of Piedras Negras, Coahuila, Mexico, and its 
environs. 

This contract does not apply to, and specifically excludes, the sale of gas to 
Consolidada except that provision is made therein for the recognition by Appli- 
cant, under certain conditions, of any agreement between Compania and Con- 
solidada covering the transportation of said gas from Applicant’s point of de- 
livery to Consolidada by means of transportation facilities of Compania to 
Consolidada at its plant site. 

The Compania contract provides for the sale of 1,000 Btu gas for any use at 
a price of 34 cents per Mcf at 14.65 psia, inclusive of present taxes and sub- 
ject to downward adjustment for heat content, plus a contribution in aid of 
construction to Applicant of 1.0 cents per Mcf plus 50 percent of any increase 
in taxes up to a total incremental increase in price of 1.0 cents per Mcf plus, 
during the last 5 years of the contract, an amount equal to 114 times the weighted 
average increase in cost of gas per Mcf to Applicant, and provided that the price 
of gas to Compania for resale to industrial consumers or customers using an 
average of 15,000 Mcf per month and a total of 180,000 Mcf per year shall be 
negotiated and agreed upon between Applicant and Compania prior to resale 
by Compania to said consumer or customer, and provided further that in the 





FEDERAL POWER COMMISSION 777 


event Compania is required to take some “national gas” as defined in the con- 
tract at a price less than that of Applicant, then Applicant shall be entitled 
to an additional amount equal to the difference between the cost of said natural 
gas to Compania and the amount that would otherwise have been payable to 
Applicant. 

The average price of this gas to Compania for the calendar year of 1960 is 
shown to be 35 cents per Mcf at a pressure base of 4 oz. and the annual gas 
requirements of Compania in Mcf and at the same pressure base for the past 
6 calendar years of operation are reported to be as follows: 





| Requirements Requirements 
| | 





99, 268 | 
100, 567 || 
112, 841 || 


The Consolidada contract provides for the sale of gas by Applicant as the same 
may now or hereafter be available to Applicant’s system; provides for the sale 
of gas on an interruptible basis on no greater than 36 hours notice; and provides 
for the sale and delivery of the gas requirements of Consolidada’s smelting 
plant and solely for use at and in connection with the operations thereof to- 
gether with the other gas requirements of Consolidada’s adjacent premises. 

The contract provides that Consolidada shall take-or-pay for a minimum 
volume of 500,000 Mcf of gas per year; provides for a makeup period in the 
following year for any gas paid for but not taken after satisfying the minimum 
take requirement for the year of makeup; provides that in the event Consoli- 
dada is required to take and use national gas as fuel for its open hearth 
plant then Consolidada’s obligation under the contract shall be reduced by that 
exact amount; and provides for the ratable curtailment of deliveries to all 
industrial customers. 

The Consolidada contract presently provides for the sale of 1,000 Btu gas 
at a price of 22 cents per Mcf at 14.65 psia* inclusive of present taxes and 
subject to downward adjustment for heat content, plus a contribution in aid of 
eonstruction to Applicant of 1.0 cents per Mcf plus 50 percent of any increase 
in taxes up to but not in excess of 1.0 cents per Mcf plus, during the last 5 
years of the contract, an amount equal to 1% times the weighted average 
increase in cost of gas per Mcf to Applicant. 

The average price of this gas to Consolidada for the calendar year of 1960 
is shown to be 22.54 cents per Mcf at a pressure base of 4 ounces and the annual 
requirements of Consolidada in Mcf and at the same pressure base for the past 
6 calendar years of operation are reported to be as follows: 





Requirements Requirements 





715,954 || 1958 901, 236 
820,219 || 1956 : 1, 185, 381 
698,197 || 196 > 1, 230, 093 


The fields, which constitute Applicant’s present source of gas supply, are all 
located in Texas and in Texas Railroad Commission District No. 1. They are 


8 Originally and prior to the amendment of September 16, 1960, provided for a base 
price of 24 cents per Mcf for the first 500,000 Mcf of any year and 21 cents for each 
Mcf in excess of said 500,000 Mcf. The amendment of December 10, 1956, limited the 
price of 21 cents for volumes from 500,000 Mcf up to 750,000 Mcf and provided a price 
of 20 cents per Mef for all volumes over 750,000 Mcf. 
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the Chittim Field in Maverick County, the Doerring Ranch Field in Frio 
County; the Del Monte, Lenora River, Plumly, High Lonesome, Bandera Tank 
and Elaine Fields which are located in Zavala County; and the Winter Garden 
and Carrizo Fields located in Dimit County. 

In addition to production from its own three wells in Chittim Field, Applicant 
purchases its gas from Humble Oil and Refining Company, Katz & Lone Star 
Production Company, Texaco Inc., Rio Gas Gathering, Continental Oil Company, 
Shell Oil Company, Norton Oil & V. P. Grage, Colton and Colton, Howeth Cook, 
MeMillan, et al., and Alson Corporation. 

Applicant is the sole supplier of natural gas to Compania and Consolidada 
and no other source of supply presently appears to be available to these com- 
panies. The exportation and sale of natural gas to Compania and Consolidada 
constitute a substantial part of Applicant’s operations and permits a higher 
load factor operation than would otherwise be obtained. The continued exporta- 
tion and sale of natural gas to Compania and Consolidada will not impair 
Applicant’s ability to render natural gas service at reasonable rates to its cus- 
tomers in the United States. 

The continued exportation of natural gas by Applicant from the United States 
to Mexico in accordance with the aforesaid Compania and Consolidada contracts 
will not be inconsistent with the public interest within the meaning of Section 
3 of the Act provided that said exportation be continued on the terms and condi- 
tions hereinafter set forth and, consequently, an order should issue, subject 
to said terms and conditions, authorizing the continuation of said exportation. 

Notice of the filing of the application in Docket No. CP61-280; the reopening 
of the proceedings in Docket Nos. G-117, G—239, and G-—368; and the consolida- 
tion of Docket Nos. G-117, G—239, G-358, CP61-281 and CP-61-281 for the pur- 
pose of disposing of certain matters and issues raised by the filing of the appli- 
cations in Docket Nos. CP61-280 and CP61-281 on April 25, 1961, was issued on 
October 13, 1961. Said notice fixed November 1, 1961, as the last day for filing 
protests or petitions to intervene in said proceedings. No protests, petitions for 
leave to intervene or notices of intervention have been filed or received. Op- 
portunity for hearing has been given by the issuance of said notice and the 
publication thereof in the Federal Register on October 18, 1961 (26 F.R. 9732). 


The Commission further finds: 


(1) Applicant’s request for the issuance of an order in Docket No. G—117 
declaring that the Section 3 authorization, as heretofore issued to Company in 
Docket No. G-117 on September 10, 1940, was validly transferred to Applicant 
should be denied. 

(2) Applicant’s request for the issuance of an order in Docket No. CP61-281 
declaring that the Presidential license of December 6, 1935, and the Presidential 
Permit of September 5, 1940, as heretofore issued to Company in nondocketed 
proceedings, were validly transferred to Applicant should be denied. 

(3) Applicant’s request for the issuance of an order in Docket No. CP61-281 
revoking the Presidential license of December 6, 1935, and the Presidential 
Permit of September 5, 1940, as heretofore issued to Company in nondocketed 
proceedings, should be granted. 

(4) Applicant’s request for the issuance of an original Presidential Permit 
in Docket No. CP61-281, pursuant to Executive Order No. 10485 of September 
3, 1953, authorizing the continued operation, maintenance, and connection of 
natural gas facilities at the border of the United States and Mexico at or near 
Eagle Pass, Texas, for the exportation of natural gas from the United States to 
Mexico should not be considered here on its merits but should be disposed of by 
separate instrument. 
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(5) Applicant’s request for the issuance of an order in Docket Nos. G—239 and 
G-—358 rescinding the order issued therein on January 14, 1947, should be granted. 

(6) Applicant’s request for the issuance of an order in Docket No. G-117 
revoking the Section 3 authorization, as heretofore issued to Company in 
Docket No. G-117 on September 10, 1940, should be granted. 

(7) Applicant’s request for the issuance of an original order in Docket No. 
CP61-280, pursuant to Section 3 of the Act, authorizing Applicant to continue 
the exportation of natural gas from the United States to Mexico should be 
granted subject to the following terms and conditions which are found to be 
necessary and appropriate : 

(a) Applicant shall file statements or reports with the Commission from 
time to time for the information and use of the Commission and any Federal, 
State, or local agency setting forth, under oath and in such detail as the Com- 
mission may require, data and information with respect to the whole or any 
part of Applicant’s natural gas export or other operations. 

(b) The authorization granted herein is not transferable or assignable by 
operation of law or otherwise and shall remain in full force and effect only so 
long as Applicant continues the acts or operations herein authorized in exact 
accordance with the terms and conditions herein set forth. 

(c) The authorization granted herein shall automatically terminate in whole 
or in part, as applicable, upon the termination or expiration of either or both of 
the contracts for exportation of natural gas to Mexico which are attached as 
Exhibit D to the application filed in Docket No. CP61-280 on April 25, 1961, and, 
upon the termination of each and every such contract by discharge as a result of 
performance or completion, Applicant shall forthwith notify the Commission in 
writing of the fact and date of said termination. 

(d) Applicant shall not, during the term of the authorization granted by this 
order, materially change or alter its export operations as now represented to the 
Commission without first obtaining the permission and approval of the 
Commission. 

(e) In the event that Applicant should abandon or permanently cease for 
any reason whatsoever all or any part of its present export operations prior to 
the termination dates of the contracts described in (c) hereof, Applicant shall 
forthwith notify the Commission of said fact and the reason therefor. 


The Commission orders: 


(A) An order be and the same is hereby issued in Docket No. G—117, pursuant 
to findings (1) and (6) above, denying Applicant’s request for a declaration that 
the Section 3 authorization heretofore issued Company in Docket No. G—117 on 
September 10, 1940 was validly transferred to Applicant and revoking said 
Section 3 authorization as heretofore issued to Company in Docket No. G-117 
on September 10, 1940. 

(B) An order be and the same is hereby issued in Docket No. CP61-281, 
pursuant to findings (2) and (3) above, denying Applicant’s request for a decla- 
ration that the Presidential license of December 6, 1935, and the Presidential 
Permit of September 5, 1940, as heretofore issued to Company in nondocketed 
proceedings, were validly transferred to Applicant and revoking said authoriza- 
tions as heretofore issued to Company. 

(C) An order be and the same is hereby issued in Docket No. CP61-—281, pur- 
suant to finding (4) above, deferring for independent and separate disposition 
any consideration of the merits of the application filed in Docket No. CP61-281 
on April 25, 1961, pursuant to Executive Order No. 10485 of September 3, 1953, 
seeking the issuance of an original Presidential Permit authorizing the continued 
operation, maintenance and connection of natural gas facilities by Applicant at 











780 FEDERAL POWER COMMISSION 


the border of the United States and Mexico at or near Eagle Pass, Texas, for 
the exportation of natural gas from the United States to Mexico. 

(D) An order be and the same is hereby issued in Docket Nos. G-239 and 
G-358, pursuant to finding (5) above, rescinding the order issued in that con- 
solidated proceeding on January 14, 1947 (6 FPC 321), wherein Company was 
issued a certificate of public convenience and necessity in Docket No. G-358, 
pursuant to Section 7(c) of the Act, authorizing the continued operation of the 
existing facilities described in the application in Docket No. G-—358 for the 
transportation and sale of natural gas subject to the jurisdiction of the Com- 
mission and wherein a petition filed by Company in Docket No. G—239 for a 
ruling that it was not subject to the provisions of the Act, other than with respect 
to Section 3 thereof, was denied. 

(E) An order be and the same is hereby issued in Docket No. CP61-280 
pursuant to finding (7) above, authorizing Applicant to continue the exportation 
of natural gas from the United States to Mexico in accordance with the aforesaid 
Compania and Consolidada contracts attached as Ex. D to the application filed 
in Docket No. CP61-280 on April 25, 1961, and subject to the terms and con- 
ditions set forth in subsections (a) through (e) of finding (7) above. 


Before Commissioners: Joseph C. Swidler, Chairman Jerome K. Kuykendall, 
Howard Morgan and Charles R. Ross. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. CP61-132 


ORDER DENYING MOTION FOR RECONSIDERATION 


(Issued November 30, 1961) 


On October 23, 1961, Northern Natural Gas Company (Movant), the applicant 
herein, filed a motion for reconsideration of the Commission’s order issued 
October 20, 1961, denying said applicant’s motion to omit the intermediate 
decision procedure and upon such reconsideration to enter an order granting 
such motion to omit as originally requested. 

As grounds for said motion, Movant alleges that on October 19, 1961, it filed 
an offer of settlement’ in this proceeding providing for a reduction of $1,000,000 
in the effective zoned demand charges for contract demand and pipeline service 
rendered by Movant under its effective F.P.C. Gas Tariff. Movant states that 
said offer of settlement also proposed the filing by it of adjustments in the de- 
mand and commodity charges in its presently effective filed rates designed to 
assure that Movant’s wholesale jurisdictional customers would be kept whole 
as a result of the making of deliveries of natural gas by Movant to the Bushton 
extraction plant constructed by Northern’s subsidiary, Northern Gas Products 
Company (Products Company). 

Several parties to the proceeding have filed responses in support of said motion. 
Other parties oppose said motion. 

It is alleged that the Bushton extraction plant has been constructed at a cost 
of more than $13,000,000. The plant cannot be operated until, and if, a cer- 
tificate of public convenience and necessity is issued to applicant. 

The record herein shows that applicant’s reply brief is due on December 12, 
1961. It is the opinion of the Commission that little, if any, time would be 


1 On October 30, 1961, an amendment to the offer of settlement was filed. 
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saved in finally disposing of this case by the omission of the intermediate de 
cision procedure. The Presiding Examiner should, however, issue his decision 
herein as expeditiously as possible. 


The Commission finds: 


The motion for reconsideration and the responses, filed thereto, set forth no 
new facts or principles of law which were not fully considered by the Commission 
when it issued said order, or which having now been considered justify the 
granting of such motion. 


The Commission orders: 


The motion filed by Northern Natural Gas Company for reconsideration of 


the Commission’s order issued herein on October 20, 1961, be and the same is 
hereby denied. 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


BREUER & CURRAN OIL CO., AGENT, (OPERATOR), ET AL., DOCKET NO. 
G—19886 


ORDER ACCEPTING RATE FILINGS AND TERMINATING PROCEEDING IN PART 


(Issued December 1, 1961) 


On October 1, 1959, Robison Oil Company (Operator), et al.,> (Robison), 
tendered for filing Supplement No. 3 to its FPC Gas Rate Schedule No. 1, 
proposing an increased rate and charge, from 12.12268¢ per Mcf to 17.2416¢ per 
Mcef, for its sales of natural gas to Tennessee Gas Transmission Company (Ten- 
nessee), from Zim Field, Starr County, Texas. By order issued October 23, 
1959, the Commission suspended the proposed increased rate until April 1, 
1960, and until such further time as it is made effective in the manner prescribed 
by the Natural Gas Act. The proposed increased rate has not been placed in 
effect. 

Robison’s FPC Gas Rate Schedule No. 1 has since been redesignated as Breuer 
& Curran Oil Co., Agent (Operator), et al. (Breuer) FPC Gas Rate Schedule 
No. 1, reflecting Breuer’s succession to Robison’s interest in the gas producing 
properties involved herein. 

On September 19, 1960, Breuer tendered an offer of settlement (Offer) pur- 
suant to Section 1.18(e) of the Commission’s Rules of Practice and Procedure, 
and on October 3, 1960, Breuer filed an amendment to its Offer. 

In its Offer, Breuer stated that, in consideration for allowing an increased 
rate of 14.6¢ per Mcf to become effective without suspension and terminating 
the proceeding in Docket No. G—19886, Breuer would agree to eliminate from 
the subject rate schedule the favored-nation and price redetermination pro- 
visions and provide for 1.0¢ per Mcf periodic increases in November 1964, and 
November 1969. 

By order issued November 18, 1960, in the above-entitled proceeding the Com- 
mission accepted the Offer, subject to the execution by Breuer and the signatory 
non-operating interests to the subject contract with Tennessee of amendments 
to these parties’ Gas Purchase Contract dated June 8, 1955, as amended, and 
filed with the Commission as Breuer’s FPC Gas Rate Schedule No. 1 in accord- 
ance with the appendix attached to that order. The order also provided that 
Breuer file a proposed change in rate and charge under Part 154 of the Com- 
mission’s Regulations under the Natural Gas Act, from 12.12268¢ per Mcf to 
14.6¢ per Mcf as provided in the Offer, as a supplement to its FPC Gas Rate 
Schedule No. 1, superseding Supplement No. 3. 

In accordance with the order of November 18, 1960, Breuer tendered for 
filing, on August 15, 1961, and October 19, 1961, a contract amendment, desig- 
nated as Supplement No. 4, executed by Tennessee, Breuer, and all the signatory 
parties except J. H. Robison. Concurrently, Breuer filed a change in rate 






1The 25 signatory non-operating interests to the subject contract with Tennessee are 
Grant W. Breuer, J. H. Robison, Walter R. Severson, Boyd N. Everett, W. N. Carter, 
Merl McHenry, Eugene C. Bauer, Arthur C. Lynch, R. Leslie Cizek, J. Roy W. Barrette, 
Harold B. Abbott, Craig Richardson, Emily Tschappat, Walter R. Baron, Mark Olson, 
Elmer F. Huebsch, W. B. Greene, Robert P. Marcus, Norris Darrell, Norman Levene, 
Gillmore M. Perry, William H. Alger, J. Milburn Smith, O. B. Kibler, and Louis Putze. 
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designated as Supplement No. 5.2 Inasmuch as J. H. Robison did not execute 
the contract amendment, and, therefore, has not complied with the Commission’s 
order of November 18, 1960, the effective rate for the sale of gas to Tennessee 
attributable to J. H. Robison’s interest remains at 12.12268¢ per Mcf. 

The proceeding in Docket No. G—19886 insofar as it pertains to the interest 
of J. H. Robison will remain in full force and effect. As to the signatory parties 
other than J. H. Robison, the proposed change in rate, contained in Supplement 
No. 5 to Breuer’s FPC Gas Rate Schedule No. 1 shall be effective as of No- 
vember 18, 1960, as provided in the Commission’s order of that date. 


The Commission finds: 


(1) The contract amendment, and change in rate and charge, filed by Breuer, 
and designated as Supplement Nos. 4 and 5, respectively, to Breuer’s FPC Gas 
Rate Schedule No. 1, should be accepted for filing, to be effective as of November 
18, 1960. 

(2) The proceeding in Docket No. G—19886, except insofar as it pertains to 
the interest of J. H. Robison, should be terminated. 


The Commission orders: 


(A) The contract amendment and change in rate and charge, filed by Breuer, 
and designated as Supplement Nos. 4 and 5, respectively, to Breuer’s FPC Gas 
Rate Schedule No. 1, are hereby accepted for filing, and the rate and charge 
contained in Supplement No. 5 shall be effective as of November 18, 1960; the 
effective rate and charge for the gas attributable to the interest of J. H. Robison 
shall remain 12.12268¢ per Mcf. 

(B) The proceeding in Docket No. G—19886, except insofar as it pertains to 


the interest of J. H. Robison, is hereby terminated; insofar as the proceeding in 


Docket No. G—19886 pertains to the interest of J. H. Robison it shall remain in 
full force and effect. 


(C) Breuer shall continue to make the required filings for the interest of 
J. H. Robison. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuyken- 
dall, Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


CITIES SERVICE GAS COMPANY, DOCKET NO. CP62-36 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued December 1, 1961) 


On August 14, 1961, as supplemented on September 28, 1961, Cities Service 
Gas Company (Applicant) filed in Docket No. CP62-36 an application pursuant 
to Section 7(c) of the Natural Gas Act for a certificate of public convenience 
and necessity authorizing the construction and operation of a meter setting with 
appurtenant regulator equipment on Applicant’s existing 16-inch pipeline in 
Rice County, Kansas, and the sale through said facilities of natural gas to The 
Gas Service Company (Gas Service) for resale in and about the City of Alden, 
Kansas, all as more fully set forth in the application, as supplemented. 


2 Supplement No. 5 to Breuer’s FPC Gas Rate Schedule No. 1 provides for an increased 
rate of 14.6¢ per Mcf. 
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Gas Service estimates the gas requirements of the City of Alden to be as 
follows: 






Mef at 14.73 psia 















Applicant estimates the cost of the proposed facilities to be $3,400 which 
will be financed out of treasury cash. 

Service is to be provided under Applicant’s presently effective FPC Gas Rate 
Schedules F—1, C-1, and I-1 which are on file with the Commission. 

It appears that Applicant anticipated reimbursement from Gas Service for 
the cost of the subject facilities but has agreed that the question of such reim- 
bursement will not be pressed in this proceeding. 

Ordering paragraph (F) of the Commission’s order issuing a certificate to 
Applicant in Docket No. CP60-32 on December 27, 1960, restricted Applicant’s 
total annual sales to certain specified volumes which include both firm and inter- 
ruptible gas. Issuance of the order herein does not imply any change in the 
restriction imposed in Docket No. CP60-32. 

Pursuant to due notice, a public hearing was held in Washington, D.C, on 
November 21, 1961, respecting the matters involved in and the issues presented 
by the application, as supplemented, herein. No petition to intervene or protest 
to the granting of the application, as supplemented, has been received. Staff 
counsel moved orally at the hearing that the intermediate decision procedure be 
omitted and that the Commission render a decision herein pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Cities Service Gas Company, a Delaware corporation having 
its principal place of business in Oklahoma City, Oklahoma, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of December 28, 1943, in Docket No. G-298 (4 FPC 
471). 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication, as supplemented, in this proceeding, are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the construction and operation thereof by 
Applicant are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities and the pro- 
posed sale of natural gas by Applicant to Gas Service for resale are required 
by the public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the issuance of the certificate hereinafter granted 
to Applicant and to the exercise of the rights granted thereunder, and that the 
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time within which construction of the facilities authorized by this order shall 
be completed and said facilities placed in actual operation should be fixed at 
12 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Cities Service Gas Company to construct and operate 
the facilities and to sell and deliver natural gas to The Gas Service Company, for 
resale, all as hereinbefore described and as more fully described in the applica- 
tion, as supplemented, in this proceeding, upon the terms and conditions of this 
order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (3), (e)(4), and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) above and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at 12 months from the date on which this order issues. 

(D) Cities Service Gas Company shall not be reimbursed by The Gas Service 
Company for the cost of the subject facilities. 

(E) Ordering paragraph (F) of the Commission’s order issuing a certificate 


to Cities Service Gas Company in Docket No. CP60-32 on December 27, 1960, 
shall apply to and not be changed by the order herein. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


COLORADO INTERSTATE GAS COMPANY, DOCKET NO. CP61-336 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDON MENT 


(Issued December 1, 1961) 


On June 22, 1961, Colorado Interstate Gas Company (Applicant) filed an 
application in Docket No. CP61-336, as supplemented on August 7, 1961, and 
September 15, 1961, pursuant to Section 7 of*the Natural Gas Act, for authori- 
zation to construct and operate, transfer and retire certain facilities in order 
to sell and deliver volumes of natural gas on a firm basis to Kansas-Colorado 
Utilities, Inc. (Kansas-Colorado). Kansas-Colorado will transport and resell 
such firm gas to Plateau Natural Gas Company (Plateau) for distribution in 
Hugo, Colorado, which is presently served by Plateau, and in seven other 
Colorado communities not presently receiving natural gas service. 

Applicant presently owns and operates a 5.46-mile 4-inch lateral pipeline 
extending from its Kit Carson-Denver main line to Hugo, Colorado, through 
which it transports and sells gas to Plateau for resale in Hugo. Applicant 
herein seeks permission and approval to abandon by sale to Kansas-Colorado its 
Hugo lateral and retire the existing Hugo city gate meter station. Applicant 

693—-488—64 52 
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also seeks herein a certificate of public convenience and necessity authorizing 
the construction and operation of a meter station at the junction of the Hugo 
lateral with the Kit Carson-Denver main line in order to sell and deliver up to 
2,500 Mcf of natural gas per day, on a firm basis, to Kansas-Colorado. The 
latter will transport such gas through the Hugo lateral and a proposed 69.25- 
mile 6-inch pipeline extension for resale to Plateau for distribution in the com- 
munities of Hugo, Arriba, Flagler, Seibert, Vona, Stratton, Bethune and Burling- 
ton, all in Colorado. 

The peak day natural gas requirements of Hugo and the new service area 
are estimated to be: 


Mef at 14.73 psia 


1961-62 1962-63 1963-64 


514 533 552 
1, 921 2, 596 3,024 


2, 435 3, 129 3, 576 


Applicant and Kansas-Colorado have entered into a service agreement, dated 
May 17, 1961, which agreement provides for a contract demand of 2,500 Mcf 
per day. It would, therefore, appear that this amount is sufficient to supply only 
the requirements for the first year for Hugo and the other communities which 
are to receive service. However, the application shows that service can be 
rendered by Plateau to the subject markets through the third year by curtail- 
ment of commercial customers as permitted by Plateau’s tariff on file with and 
approved by the Colorado Public Utilities Commission. 

Kansas-Colorado will purchase the facilities at the net book value as of the 
last day of the month immediately preceding the transfer of facilities; as of 
April 30, 1961, the value is stated to be $26,950. 

The depreciated cost of the Hugo city gate metering facilities, which are 
proposed to be retired, is estimated at $10,265 by Applicant. The cost of con- 
structing the new meter station is estimated by Applicant to be $13,530, which 
cost will be financed from the funds obtained through the proposed sale of the 
Hugo lateral to Kansas-Colorado. 

The cost of Kansas-Colorado’s facilities is estimated to be $890,112. 

There is no question as to Applicant’s gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
November 21, 1961, respecting the matters involved in and the issues presented 
by the application, as supplemented, herein. No petition to intervene or protest 
to the granting of the application has been received. Staff counsel moved 
orally at the hearing that the intermediate decision procedure be omitted and 
that the Commission render a decision herein pursuant to Section 1.30(c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Colorado Interstate Gas Company, a Deleware corporation 
having its principal place of business in Colorado Springs, Colorado, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of June 5, 1945, in Docket No. G-2% 
(4 FPC 936). 

(2) The facilities hereinbefore described, as more fully described in the 
application, as supplemented, in this proceeding, are to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the 





FEDERAL POWER COMMISSION 787 


jurisdiction of the Commission and the construction and operation thereof by 
Applicant are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) The construction and operation of the proposed facilities and the pro- 
posed sale of natural gas by Applicant are required by the public convenience 
and necessity and a certificate therefor should be used as hereinafter ordered 
and conditioned. 

(4) The facilities to be abandoned by sale or retirement, as heretofore 
described, are subject to the jurisdiction of the Commission, and abandonment 
of such facilities is subject to the requirements of Subsection (b) of Section 7 
of the Natural Gas Act. 

(5) Such abandonment by Applicant, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(6) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(3), (c)(4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder and that the construction of 
the facilities authorized by this order shall be completed and said facilities 
placed in actual operation and the proposed sale hereinafter authorized shall 
commence within 12 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedures. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, Colorado Interstate Gas Company, to 
construct and operate the proposed facilities and to sell and deliver natural gas, 
as hereinbefore described, all as more fully described in the application, as 
supplemented, herein, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (3), (c) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation and the sales of natural gas authorized in paragraph (A) above shall 
commence, as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act, within 12 months from the date on 
which this order issues. 

(D) Permission for and approval of the abandonment by Applicant of the 
facilities hereinbefore described, all as more fully described in the application, 
as supplemented, in this proceeding, be and the same is hereby granted. 

(E) Applicant shall advise the Commission of the date of the abandonment 
of said facilities within 30 days of the date thereof. 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 

















































EL PASO NATURAL GAS COMPANY, DOCKET NO. G—19393 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued December 1, 1961) 


On September 4, 1959, El Paso Natural Gas Company (El Paso), El Paso 
Building, 304 Texas Street, El Paso, Texas, filed an application,’ as amended 
December 29, 1959 and as supplemented October 15 and November 4 of 1959 
and as further supplemented on February 2, February 5 and December 16 of 
1960, for a certificate of public convenience and necessity to construct and 
operate a new lateral pipeline consisting of approximately 121.4 miles of 10 
to 20-inch lateral transmission pipeline extending southwardly from a connec- 
tion with its existing 26-inch main line in Cowlitz County, Washington across 
the Columbia River into the State of Oregon to the vicinity of Eugene, Oregon, 
plus five measuring and regulating stations and appurtenant facilities. 

Through these facilities El Paso proposes to sell and deliver additional vol- 
umes of gas to Northwest Natural Gas Company for distribution and resale 
in the communities of Portland, Salem, Eugene, Albany and Springfield and 
their environs. In the third operational year of the project, the additional vol- 
umes of natural gas will total 13,009,810 Mcf, of which, it is estimated 69,361 
Mcf will be delivered on the peak day. The proposal to render the service is 
more fully described in the application on file with the Commission. 

El Paso estimated the total capital cost of its proposed facilities at $10,495,000, 
which will be financed from El Paso’s general funding program. 

Temporary authorizations covering the project were issued to El Paso on 
February 11, 1960, as amended on January 18, 1961. 

El Paso’s gas supply is reasonably adequate to support the proposal. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of October 29, 1942, in Docket Nos. G-242 and G-257 (3 
FPC 851). 

(2) The facilities proposed to be constructed and operated by Applicant, as 
hereinbefore described and as more fully described in the application herein, 
are to be used in the transportation and sale for resale of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission and the construc- 
tion and operation thereof by Applicant are subject to the requirements of 
Subsection (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 





1The application was originally filed by Pacific Northwest Pipeline Corporation. This 
corporation, pursuant to authorization contained in the Commission’s order of December 
23, 1959 in Dockets Nos. G-13018 and G—13019, merged into El Paso. El Paso thereby 
acquired all of Pacific’s assets, assumed its obligations, and subsequently adopted the 
instant application. 
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(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (c)(4) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the issuance of the certificate referred to in paragraph (3) above and 
to the exercise of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing El Paso Natural Gas Company to construct and oper- 
ate the facilities hereinbefore described, as more fully described in the appli- 
eation and exhibits in this proceeding, for the transportation and sale of nat- 
ural gas for resale as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (c) (4), and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act shall attach to the issuance of the certificate granted in paragraph (A) 
above and to the exercise of the rights granted thereunder. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


KANSAS-COLORADO UTILITIES, INC., DOCKET NO. CP62-8 
DECLARATION OF EXEMPTION 
(Issued December 1, 1961) 


Kansas-Colorado Utilities, Inc. (Applicant) filed an application on July 14, 
1961, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1(c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a Kansas corporation having its principal place of business 
in Colorado Springs, Colorado, and is authorized to do business in the States of 
Kansas and Colorado. 

(2) Applicant proposes to operate a pipeline from Hugo to Burlington, 
Colorado, 5.46 miles of said pipeline to be acquired from Colorado Interstate 
Gas Company, as proposed in Docket No. CP61-336, and 69.25 miles of said pipe- 
line to be constructed by Applicant. 

(3) Applicant’s proposed Hugo-Burlington pipeline will not be physically 
connected with any of Applicant’s interstate operations, and said pipeline will 
be physically separate and apart from Applicant’s other interstate facilities. 

(4) Applicant proposes to purchase interstate natural gas to be transported 
through the aforesaid Hugo-Burlington pipeline from Colorado Interstate Gas 
Company within the State of Colorado at a proposed point of interconnection 
between the two pipelines near Hugo, Colorado. 

(5) All natural gas received by Applicant for transportation through said 
Hugo-Burlington pipeline is to be consumed ultimately within the State of 
Colorado, and all of the subject facilities are located within said state; and 
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(6) The Colorado Public Utilities Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service and facilities of Applicant. 

Wuenrerore, the Commission declares, by reason of the foregoing: Kansas- 
Colorado Utilities, Inc., with respect to the operations of its proposed Hugo- 
Burlington pipeline, is exempt from the provisions of the Natural Gas Act, and 
the orders, rules and regulations of this Commission issued thereunder. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and Charles R. Ross. 


LONE STAR GAS COMPANY, DOCKET NO. RP604 


ORDER APPROVING RATE SETTLEMENT, PRESCRIBING REFUNDS, AND TERMINATING 
PROCEEDING 






































(Issued December 1, 1961) 





On July 25, 1961, Lone Star Gas Company (Lone Star), tendered a “Proposal 
to Settle and Terminate Rate Proceeding” (Proposal), in the above-designated 
proceeding. The Proposal was modified by subsequent filings on October 9, 
1961, and November 20, 1961. 

The sale of natural gas by Lone Star involved in this proceeding is to Natural 
Gas Pipeline Company of America (Natural), under Lone Star’s Rate Schedule 
PL-1. Lone Star tendered for filing a proposed increased rate of 19.1¢ per Mcf, 
contained in First Revised Sheets Nos. 4 and 8 to Lone Star’s FPC Gas Tariff, 
Original Volume No. 1. By Commission order of March 23, 1960, the proposed 
increased rate was suSpended and subsequently became effective subject to 
refund on July 1, 1960. 

Lone Star’s Proposal, as modified, provides that the Commission approve @ 
reduced rate of 18.7¢ per Mcf, and that this rate be subject to further reduction 
te reflect the effect of any reductions in the rates charged by its suppliers in the 
Fox Area’ in producer proceedings, as set forth in Exhibit A to the Proposal. 
Under the terms of the Proposal, Lone Star’s rate would not be reduced below 
15.0¢ per Mcf, the rate in effect prior to the date that the 19.1¢ per Mcf in- 
creased rate became effective subject to refund. Lone Star would not file rate 
reductions until the cumulative effect of the reduction in the suppliers’ rates on 
Lone Star’s annual sales to Natural is at least 0.1¢ per Mcf. 

In support of its proposed increase, Lone Star presented a cost-of-service study 
on the basis of segregated costs for its “‘T System” from which this sale is made, 
and also on a system-wide basis. These cost-of-service studies assumed that 
all of the T System suppliers would increase their rates to Lone Star. How- 
ever, not all of the suppliers have filed increases with the Commission. There- 
fore, the proposed settlement rate of 18.7¢ per Mcf appears to be appropriate. 

Four of Natural’s customers * filed comments stating that they have no objec- 
tions to the settlement as proposed, and no objections were raised by Natural’s 
other customers. 


The Commission finds: 





(1) The rate and charge contained in Lone Star’s revised tariff sheets, com- 
prising Rate Schedule PL~-1, tendered for filing in this proceeding, have not been 





2Garwin, Grady, 
Oklahoma. 

2 Nebraska City Utilities, Wilson Gas Company, Northern Dlinois Gas Company. and 
Iowa Power and Light Company. 


Stephens, Carter, McClain, Love, Jefferson and Murray Counties, 
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shown to be just and reasonable or otherwise lawful under the terms and 
provisions of the Natural Gas Act, and should be disallowed and denied as 
hereinafter ordered. 

(2) The settlement of this proceeding on the basis of the Proposal submitted 
by Lone Star, as modified and as hereinafter ordered, is reasonable, proper, 
and in the public interest in carrying out the provisions of the Natural Gas 
Act, and should be approved and made effective as hereinafter provided and 
ordered, and this proceeding should be terminated. 


The Commission orders: 


(A) The increased rate and charge originally tendered by Lone Star, as 
contained in First Revised Sheets Nos. 4 and 8 to its FPC Gas Tariff, Original 
Volume No. 1, are hereby disallowed and denied. 

(B) The settlement of this proceeding on the basis of the Proposal submitted 
by Lone Star as modified, and subject to the terms and conditions hereinafter 
specified, is approved and made effective. 

(C) Lone Star shall file, within 30 days of the issuance of this order, revised 
tariff sheets embodying the settlement rate of 18.7¢ per Mcf, and the settlement 
rate shall be effective as of July 1, 1960, in lieu of the rate and charge contained 
in the revised tariff sheets described above which became effective subject to 
refund on July 1, 1960. 

(D) Lone Star shall refund to Natural within 60 days of the isssuance of this 
order the difference between the amount collected under the proposed increased 
rate subject to this proceeding and the amount computed in accordance with 
the settlement rate hereby approved, for the period from July 1, 1960 to the 
date of refund, with interest from July 1, 1960 to the date of refund, at the rate 
of 7 percent per annum. 

(E) In the event that Lone Star receives a reduction in the rate charged 
by any supplier as a result of a final order in any of the proceedings pending 
before the Commission, concerning the suppliers’ rates as set forth in Exhibit 
A to the Proposal, Lone Star shall file, within 60 days of the date of such 
final order, a proportionate reduction in its Rate Schedule PL-1. 

(F) Lone Star shal! not be required, under paragraph (E) above, to file 
rate reductions until the cumulative effect of such reductions on Lone Star’s 
annual sales to Natural is at least 0.1¢ per Mecf and, further, the cumulative 
effect of such reductions shall not reduce the rate under Rate Schedule PL-1 
below 15.0¢ Mcf. 

(G) Within 30 days of the effectiveness of a reduction of Lone Star’s rate 
to Natural, as described in paragraphs (E) and (F) above, Lone Star, subject 
to approval by the Commission, shall make a proportionate refund to Natural 
of the refunds and interest received from Lone Star’s suppliers as provided in 
Article II of Lone Star’s Proposal. 

(H) Within 15 days after the making of any refund as provided herein, Lone 
Star shall report to the Commission, in writing and under oath, the amount of 
the refund, showing separately the amount of principal and interest so paid, 
and the billing determinants or other bases used for such determinations, and 
shall serve a copy of the report upon Natural. Concurrently with the filing 
with the Commission, Lone Star shall file releases from Natural acknowledging 
receipt of the principal and interest. 

(1) Upon full compliance by Lone Star with all of the terms and conditions 
of this order and acceptance of the filings made by it, this proceeding shall be 
terminated. 

(J) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission and is without prejudice to any 
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claims or contentions which may be made by the Commission, Lone Star, the 
Commission staff, or any other party affected by this order, in any proceeding 
now pending or hereafter instituted by or against Lone Star or any other com- 
panies, persons or parties affected by this order. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


MIDWESTERN GAS TRANSMISSION COMPANY, DOCKET NOS. G-—18313, 
G-18314 AND G-18315; MICHIGAN WISCONSIN PIPE LINE COMPANY, 
DOCKET NOS. G-—18316, G-13246 AND G-16998; ILLINOIS POWER COM- 
PANY, DOCKET NO. G-18022; CENTRAL MISSOURI GAS COMPANY, 
DOCKET NO. G-18304 


ORDER GRANTING MOTION TO AMEND 
(Issued December 1, 1961) 


On October 19, 1961, Central Missouri Gas Company (Central Missouri) a 
Missouri corporation, and Associated Natural Gas Company (Associated) a 
Delaware corporation having its principal office at Sikeston, Missouri, filed herein 
a joint motion to amend the Presiding Examiner’s decision of June 9, 1960, and 
the Commission’s notice of final decision issued July 11, 1960, 24 FPC 33, adopting 
the Presiding Examiner’s decision as the final decision and order of the Com- 
mission to provide that the 4010 Mcf per day of natural gas originally allocated 
to Central Missouri be reserved and allocated by said order to and for the benefit 
of Associated. 

Central Missouri and Associated show that subsequent to the Commission’s 
decision in this matter they entered into an agreement for the sale and transfer 
by Central Missouri and the purchase by Associated of all of Central Missouri’s 
assets, facilities, municipal franchises (for Kirksville, Queen City, Greentop and 
Lancaster, Missouri) rights of way, and other related rights used and useful 
in the natural gas business. Central Missouri and Associated also show that 
the Missouri Public Service Commission by order effective September 26, 1961, 
authorized the transfer from Central Missouri to Associated of said assets, 
facilities, rights and franchises and granted to Associated a certificate of public 
convenience and necessity authorizing Associated to construct, maintain and 
operate an intrastate transmission pipeline from the Iowa-Missouri State Line 
to Kirksville, Missouri, and gas distribution systems in Kirksville, Lancaster, 
Queen City and Greentop, Missouri, and vicinity for the purpose of providing 
natural gas to said cities and inhabitants and to persons in the vicinity thereof, 
and also to render natural gas service to persons residing along its transmission 
lines. The Cities of Kirksville, Lancaster, Queen City and Greentop filed written 
appearances with the Missouri Commission in support of the application for 
transfer. 

Associated states that it has made a careful study of and adopts the market 
data presented by Central Missouri contained in Exhibit 2 of the reopened pro- 
ceedings in the above-entitled matter. 

Movants show that Michigan Wisconsin Pipe Line Company has stated that it 
has no objection to and is in support of the proposed amendment. Michigan Wis- 
consin has constructed its interstate pipeline lateral from its transmission line 


to the point of interconnection in Missouri with the proposed facilities of 
Associated. 
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The Commission finds: 


In the absence of any objection, answer or protest to the joint motion of Central 
Missouri and Associated, it is necessary and appropriate in carrying out the pro- 
visions of the Natural Gas Act that said joint motion be granted and that the 
Presiding Examiner’s decision as adopted by the Commission’s notice of final de- 
cision be amended, as hereinafter provided, to direct Michigan Wisconsin Pipe 
Line Company to deliver and sell natural gas to Associated instead of Central 
Missouri. 


The Commission orders: 


Paragraph (A) and (B) of the Presiding Examiner’s decision issued herein 
on June 9, 1960, and adopted by the Commission on July 11, 1960, as the final 
decision and order of the Commission be and they are hereby amended to read as 
follows: 

(A) Michigan Wisconsin Pipe Line Company is hereby directed to establish 
and maintain a physical connection of its transportation facilities with the trans- 
portation facilities to be constructed by Associated Natural Gas Company as set 
forth herein, and to deliver and sell to Associated Natural Gas Company through 
such connection its natural gas requirements, not to exceed 4,010 Mef per day, 
for distribution in the towns and adjacent areas of Kirksville, Queen City, 
Lancaster, and Greentop, Missouri. 

(B) Michigan Wisconsin Pipe Line Company shall report to the Commission 
in writing and under oath the date of commencement of operations and service 
to Associated Natural Gas Company. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and Charles R. Ross. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NOS. G—14755, 
G-19780, AND RP6O-S8 


ORDER DENYING APPEAL TO THE COMMISSION FROM RULING OF PRESIDING EXAMINER 
(Issued December 1, 1961) 


On October 20, 1961, Panhandle Eastern Pipe Line Company (Panhandle) 
filed an appeal with the Commission from the ruling by the Presiding Examiner 
admitting certain evidence introduced by Michigan Consolidated Gas Company 
(Michigan Consolidated). On October 30, 1961, Michigan Consolidated filed an 
answer to the appeal. The Commission staff on November 17, 1961, filed a 
memorandum in support of Panhandle’s appeal and Michigan Consolidated 
on November 22, 1961, filed its response thereto. 

The evidence sought to exercised relates to Michigan Consolidated’s con- 
tention that Panhandle’s actual sales during the ‘‘test period” should be adjusted 
on one of two bases. Michigan Consolidated contends that Panhandle improperly 
and at its own risk ceased delivery of gas to Michigan Consolidated and, there- 
fore, the total annual volume contained in Michigan Consolidated’s settlement 
proposal should be added to the test period volumes in determining future rates. 
In the alternative Michigan Consolidated states that in any event, there is idle 
capacity on the Panhandle system which, it is said, could have been sold to 
Michigan Consolidated in addition to all other sales Panhandle actually made. 
Since Michigan Consolidated is able and willing to take the gas and thus reduce 
this idle capacity, the test period volumes should be adjusted upward a minimum 
of 37,714,303 Mef, the alleged amount of Panhandle’s idle capacity. 
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Without deciding on the merits of Michigan Consolidated’s contentions, we are 
of the view that the Presiding Examiner is in the best position at this time 
to rule upon the evidentiary question presented. We cannot say, in the present 
posture of this case, that the evidence has no possible bearing on Panhandle’s 
unit costs. We, therefore, affirm the Examiner’s ruling, leaving to his discretion 
the placing of appropriate limitations upon the presentation. 


The Commission orders: 


The appeal filed by Panhandle on October 20, 1961, from the Presiding Ex- 
aminer’s ruling admitting into the record in these proceedings certain evidence 
presented by Michigan Consolidated Gas Company is hereby denied. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 






































PORTLAND GENERAL ELECTRIC COMPANY, PROJECT NO. 2030 
ORDEB APPROVING REVISED AND SUPPLEMENTAL PROJECT EXHIBITS 


(Issued December 1, 1961) 





On October 9, 1961, Portland General Electric Company, licensee for major 
Project No. 2030, filed for Commission approval revised Exhibit J and sup- 
plemental Exhibit K maps showing the probable route of the 230-kv transmission 
line extending from the Round Butte switching station adjacent to the Round 
Butte dam of Project No. 2030 to the licensee’s Bethel substation near Salem, 
Oregon. The exhibits were filed pursuant to Article 40 of the license for the 
project. 

The right-of-way for the Round Butte-Bethel transmission line will be 125 
feet wide, and will occupy lands within the Warm Springs Indian Reservation, 
lands within Mt. Hood and Willamette National Forests, and privately owned 
lands. 

The surveying of a major portion of the line has yet to be completed and some 
changes may be found necessary in the line routing. Also, other portions of 
the project boundary have not as yet been established. As a consequence, we 
are not making a determination at this time of the annual charges for the 
occupancy by the line of Federal lands. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Mt. Hood and Willamette National Forests, has recommended 
Commission approval of the revised and supplemental exhibits, and has stated 
that the present terms and conditions of the license are adequate for the protec- 
tion and utilization of the National Forests involved. 

The unsurveyed route of the line has been approved by the Warm Springs 
Indians by their amended agreement with the licensee of February 16, 1961. 


The Commission finds: 


(1) Exhibit J, Sheet 2 (Revised October 3, 1961), (FPC No. 2030-121), entitled 
“Round Butte Power Project, General Map including Transmission Line,” con- 
forms to the Commission’s rules and regulations and should be approved as part 
of the license for the project, and Exhibit J, Sheet 2 (FPC No. 2030-81) now 
part of the license, and which has been superseded, should be eliminated from 
the license for the project—all as hereinafter provided. 

(2) Supplemental Exhibit K, Sheets 22, 23, and 24 (FPC Nos. 2030-122, -123, 
and -124), entitled “Round Butte Development, Bethel-Round Butte Trans- 
mission Line, Detail Map of Transmission Line,” conforms to the Commission’s 
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rules and regulations and should be approved as part of the license for the project 
as hereinafter provided. 


The Commission orders: 


The revised and supplemental exhibits described in findings (1) and (2) above 
are approved as part of the license for Project No. 2030 and the superseded 
exhibit referred to in finding (1) above is eliminated from the license for the 
project. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


KENTUCKY GAS TRANSMISSION CORPORATION, DOCKET NO. G-20271 


ORDER CONDITIONALLY APPBOVING RATE SETTLEMENT AGREEMENT, PRESCRIBING 
REFUNDS, AND TERMINATING PROCEEDING 


(Issued December 7, 1961) 


On September 14, 1961, Kentucky Gas Transmission Corporation (Kentucky 
Gas), an affiliate in the Columbia Gas System, Inc., filed a motion requesting 
that the Commission issue an order approving a proposed settlement agreement, 
prescribing refunds, and terminating the above-captioned proceeding. The pro- 
posed settlement agreement (attached hereto as Exhibit I) * was executed by 
Kentucky Gas and its customers, other than City of Richmond, Kentucky, 
following a field investigation by the Commission staff of Kentucky Gas’s books 
and records and following conferences between its customers, other than City 
of Richmond, non-customer interveners, and members of the Commission staff. 
City of Richmond declined to participate in the settlement conferences or 
execute the settlement agreement, but has submitted no objections to the agree- 
ment. No one has objected to the agreement. 

The settlement agreement provides for (1) reduced rates effective as of April 
5, 1960, the date the increased rates originally proposed herein became effective 
Subject to refund; (2) refunds, plus 7% interest, reflecting the reduction in 
rates; (3) further refunds to the extent and in the same manner that its sup- 
plier makes refunds to Kentucky Gas of charges which are reflected in the 
settlement cost of service: (4) further reductions in rates to the extent that 
its supplier reduces the rates to Kentucky Gas which are reflected in the settle- 
ment cost of service, provided that in no event shall Kentucky Gas’s commodity 
rate of 32.06 cents per Mcf be increased; and (5) reductions in rates in the 
event of certain property transfers. The settlement agreement also reserves 
the normalized tax treatment in the cost of service, concerning accelerated de- 
preciation under Section 167 of the Internal Revenue Code, for redetermination 
upon motion of any party in the event that a normalized tax treatment is held 
improper upon ultimate judicial determination and review in the case entitled 
City of Lexington, et al. vy. F.P.C., 295 F 2d 109, (CA4, No. 8101, October Term, 
1960, decided October 2, 1961). If the normalization of taxes is disapproved, 
the settlement rate of return is also subject to appropriate redetermination. 

Upon review of the proposed agreement and the studies in support thereof, 
we approve the settlement with one exception. Kentucky Gas would reduce 
its rates if the rates charged by its supplier, United Fuel Gas Company (United 
Fuel), are reduced in the proceeding in Docket No. G—20270; but in no event 
would Kentucky Gas increase its commodity rate of 32.06 cents per Mcf. Thus 
if the supplier’s demand and commodity rates are reduced, Kentucky Gas will 


*Omitted in printing. 
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reduce its rates accordingly. But if, in an over-all rate reduction, United Fuel’s 
demand rate is reduced and its commodity rate is increased, Kentucky Gas 
would not likewise increase its own commodity rate of 32.06 cents but would 
apply the net reduction in the supplier’s rates to its own demand rate. The 
settlement commodity rates of 32.06 cents per Mcf already deviates from the 
requirements of the Seaboard formula ' to the extent of a 6% tilt. Although a 
6% tilt seems acceptable for purposes of settlement, that tilt may increase 
objectionably if Kentucky Gas’s commodity rate is limited to 32.06 cents and 
net rate reductions by United Fuel are applied by Kentucky Gas only to the 
demand component of its rate. Such an increased tilt would be allowable only 
upon full evidentiary justification, absent in these proceedings. We shall 
therefore require that Kentucky Gas pass on rate reductions in the same manner 
as its supplier reduces rates to Kentucky Gas.” If, however, ultimate decision 
in the United Fuel proceeding does entail an increase in the supplier’s com- 


modity rate, Kentucky Gas or its customers may then seek such relief as they 
deem necessary. 


The Commission finds: 


(1) The settlement of the proceedings in Docket No. G-—20271 on the basis 
of the rate settlement agreement submitted by Kentucky Gas, as hereinafter 
modified, is reasonable, proper, and in the public interest in carrying out the 
provisions of the Natural Gas Act, and should be approved and made effective 
subject to the terms and conditions hereinafter ordered. 

(2) The rates and charges in Kentucky Gas’s revised tariff sheets comprising 
Rate Schedules CDS-1, AOS-1, and SGS-1, tendered for filing in this pro- 
ceeding, have not been shown to be just, reasonable, or otherwise lawful under 
the terms and provisions of the Natural Gas Act, and should be disallowed and 
denied as hereinafter ordered. 

(3) Good cause exists for terminating these proceedings, subject to the terms 
and conditions hereinafter ordered. 


The Commission orders: 


(A) The increased rates and charges originally tendered for filing by 
Kentucky Gas in this proceeding hereby are disallowed and denied. 

(B) The settlement of this proceeding as proposed in the rate settlement 
agreement discussed above (Exhibit I, hereto), subject to the terms and condi- 
tions hereinafter specified, is approved and made effective. 

(C) In the event that Kentucky Gas’s supplier files rates and charges re- 
ducing those reflected in Kentucky Gas’s settlement cost of service, Kentucky 
Gas shall adjust its cost of service and compute and file appropriate reductions 
in its rates subject to the approval of the Commission in the same manner as 
such supplier reduces rates to Kentucky Gas. 

(G) Within 15 days after the making of any refund as provided herein, 
Kentucky Gas shall report to the Commission, in writing and under oath, the 
amount of refund made to each of its customers, showing separately the amount 
of principal and interest so paid and the billing determinants or other bases 
used for such determinations, and shall serve a copy of such report upon each 
of the customers receiving a refund. Concurrently therewith, Kentucky Gas 
shall file with respect to such refunds releases from its jurisdictional customers 


1 Atlantic Seaboard Corporation, 11 FPC 43. 

2 We prescribed the same requirement in The Manufacturers Light and Heat Company, 
Docket No. G—20510 (orders issued March 30 and June 19, 1961, 25 FPC 595 and 1174) ; 
Home Gas Company, Docket No. G—20511 (order issued April 11, 1961, 25 FPC 718); and 
The Ohio Fuel Gas Company, Docket No. G—16818, et al. (order issued July 28, 1961, 
26 FPC 213. 
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showing receipt of the principal and interest in conformity to the rate settlement 
agreement as hereby modified and approved. 

(H) Kentucky Gas shall, over the signature of a responsible officer, file with 
the Commission, within 30 days from the date of issuance of this order, in 
writing and under oath, an original and one copy of its acceptance or rejection 
of the terms and conditions of this order. 

(1) Upon full compliance by Kentucky Gas with all the terms and provisions 
of this order and of the proposed settlement agreements hereby modified and 
approved, this proceeding shall be deemed terminated. 

(J) This order is without prejudice to any findings or orders which have been 
or may be made hereafter by the Commission, and is without prejudice to claims 
or contentions which may be made by the Commission, Kentucky Gas, the Com- 
mission staff, or any affected party herein, in any proceedings now pending or 
hereafter instituted by or against Kentucky Gas or any other companies, per- 
sons, or parties affected by this order. 


EXHIBIT I 


APPENDIX A 


Development of Stipulated Cost of Service (Based on Staff Study IT and 
Adjustments Agreed to at Settlement Conference) and Comparison of Such 
Cost of Service with Revenues at Filed Rates Effective April 5, 1960 


Total company (*) 
Adjust- . aeinhbtinn 
ment | 
No. Total ; Demand Commodity 
| | 
(1) (2) | (3) 


Total Cost of Service Per Staff Study 
II, Table I (Sheet 2 herein) $44, 743, 161 $16, 607,354 | $28, 135, 807 


Agreed to Adjustments to Staff Cost of 
Service to Determine Basis for Rates | 
Effective April 5, 1960: | | 

Reduce Rate of Return from 6.50% to 
% (16, 134) | (8, 067) (8, 067) 


RIOG 00 Ck vacis nc saos cess 12, 419 | 6, 209 6, 210 
Net Adjustment (3, 715)| (1, 858)| (1, 857) 


Adjusted Cost of Service to be Used 

as Basis for Rates Effective 

April 5, 1960 44,739,446 | 16,605, 496 28, 133, 950 
Revenue at Filed Rates Effective | 

April 5, 1960 44, 892, 927 








(*) All Operations are Applicable to Jurisdictional Wholesale Sales. 


Cost of Service for Twelve Months Ended March 31, 1960 


| As adjusted 


Line Particulars 
No. 


Demand Commodity 
(1) (3) (4) 


Ae 


| Cost of Service 


1 

2 | Cost of Gas Supply $40, 776,836 | $14,709, 300 $26, 067, 536 
3 | Cost of Underground Storage. 547, 800 250, 453 297, 347 
4 | Cost of Transmission 3, 418, 525 1, 647, 601 1, 770, 924 
5 


Total Cost of Service 44, 743, 161 16, 607, 354 28, 135, 807 


Norte.—The above is a Copy of Staff Cost of Service included in Data which was Distributed by the 
Staff on May 3, 1961, Titled “Study II, Table I, Sheet 1.” 
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Rate Base for Twelwe Months Ended March $1, 1960 from Staff Study I with 
Adjustments to Reflect Settlement Agreement 


Total company applicable to— 
Total 
company 
Other gas | Underground) Transmis- 
supply storage sion 


Total Rate Base Per Staff 
Study I, Schedule No. 2, Line 22. 
Adjustment To Staff Rate Base To 
Reflect Settlement A ent: 

Net Adjustment to Rate Base Due to 
Reduction of Rate of Return from 
6.50% to 6.45% and Reduction of 
Consolidated Tax Savings from 
8.35% to 7.50% 


Revised Total Rate Base 


CW IMS4S kwh 


-_ 
o 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and Charles R. Ross. 


REVISION OF ANNUAL REPORT FORM PRESCRIBED FOR CLASS A AND 
CLASS B ELECTRIC UTILITIBS, LICENSEES AND OTHERS SUBJECT 
TO THD FEDERAL POWER ACT, F.P.0C. FORM No. 1, DOCKET No. R-198 


Orper No. 238 


ORDER PROMULGATING A REVISED ANNUAL REPORT FORM FOR ELECTRIC UTILITIES, 
LICENSEES AND OTHERS 


(Issued December 7, 1961) * 


This Commission has under consideration in this proceeding the revision of 
its F.P.0. Form No. 1, Annual Report Form Prescribed for Class A and Class B 
Electric Utilities, Licensees and Others Subject to the Provisions of the Federal 
Power Act and Section 141.1, Part 141, Subchapter D, Approved Forms, Federal 
Power Act, Chapter I, Title 18, Code of Federal Regulations (CFR), prescribing 
F.P.C. Form No. 1. That Report Form, as revised is prescribed hereinafter 
effective for use in reporting for the calendar year beginning January 1, 1961, 
or subsequently during the calendar year 1961 if an established fiscal year is 
other than the calendar year, and thereafter. 

The various schedules comprising F.P.C. Form No. 1 now prescribed in Section 
141.1 (18 CFR 141.1) of Part 141, Title 18, correspond to, and appear as un- 
numbered and numbered pages 1-103, 701-718 of the Commission’s F.P.C. Form 
No. 1 Blectric Utilities and Licensees, initially prescribed by Order of August 6, 
1937 and amended by Order of October 12, 1937; by Order of October 22, 1938 
(3 F.R. 2582, October 29, 1938); by Order of October 17, 1989 (4 F.R. 4369, 
October 26, 1939) ; by Order No. 75 of September 24, 1940 (5 F.R. 3859, October 1, 
1940) ; by Order No. 142 of October 6, 1948 (13 F.R. 6315, October 28, 1948) ; 
by Order No. 161 of October 30, 1951 (16 F.R. 11766, November 21, 1951) ; by 
Order No. 168 of January 6, 1954 (19 F.R. 214, January 12, 1954) ; by Order No. 
176 of November 24, 1954 (19 F.R. 7872, December 1, 1954); by Order No. 199 
of March 17, 1958 (23 F.R. 1888, March 21, 1958) ; by Order No. 204 of May 29, 
1958 (23 F.R. 4160, June 12, 1958); and by Order No. 207 of August 7, 1958 


*Published in Federal Register, December 13, 1961 (26 F.R. 11897). 
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(23 E.R. 6238, August 14, 1958). Section 141.1, Part 141, Subchapter D, 
Approved Forms, Federal Power Act was contained in the codification and re- 
issuance of the Commission’s general rules promulgated by Order No. 141 of 
December 11, 1947 (12 F.R. 8592, December 19, 1947). 

This proceeding was commenced by notice of proposed rule making served 
upon interested parties, including State and Federal regulatory agencies, and by 
publication in the Federal Register on June 9, 1961 (26 F.R. 5180). As proposed, 
the subject matters and revisions in Section 141.1, and the General Instructions 
and other Schedules comprising FPC Form No. 1 were set forth in narrative 
form in the notice or set forth in the form of proposed revised Schedules in- 
cluding as a part thereof the General Instructions. Copies of the proposed 
revised Schedules including the General Instructions were served upon the 
aforesaid interested parties as a part of the notice of proposed rule making as 
well as being filed as a part of the notice as submitted to the Federal Register 
for publication (26 F.R. 5180). 

The notice of proposed rule making afforded a period of 30 days for the sub- 
mission to the Commission of written data, views, comments and suggestions 
concerning the proposed revisions of FPC Form No. 1 and Part 141. Numerous 
responses were received and all are now before the Commission for considera- 
tion. As pointed out hereinafter the conclusions expressed in certain of the 
data, views, comments and suggestions are adopted and others rejected. FPC 
Form No. 1, as revised and promulgated herein, is as set forth in the attached 
Appendix A which shows the changes adopted herein in typed or handscript 
form rather than the printed form in which those changes will ultimately appear. 
Copies of FPC Form No. 1, as revised and promulgated herein, will be available 
in printed format at a later date from the Commission or the Superintendent of 
Documents, United States Government Printing Office. The intervening period 
will afford time for complete familiarization with the Report Form as finally 
adopted and promulgated herein by all personnel of the reporting parties charged 
with responsibility for its preparation prior to the close of the current reporting 
year and the date for filing the revised form of report. 

Overall, the revisions or changes and improvements to be found in the re- 
vised FPC Form No. 1, as prescribed herein, are designed to coordinate the 
Commission’s Report Form for Classes A and B electric utilities, licensees and 
others with the accounting classifications and procedures prescribed as a part 
of the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees Subject to the Provisions of the Federal Power Act (Class A and 
Class B) effective January 1, 1961.4. Additionally, the format of FPC Form No. 
1 has been revised so as to facilitate its coordinate use in reporting to this Com- 
mission and to State regulatory authorities. This is accomplished through 
sectionalized numbering of schedule pages to allow integration of operating 
and statistical schedules for non-electric utility departments of reporting parties 
which are subject to reporting requirements prescribed by various State regula- 
tory bodies. 

Where the revisions or changes and improvements reflected in the revised 
FPC Form No. 1 elicit data currently reported in different form or additional 
information they reflect two basic considerations. The general revision of the 
Commission’s Uniform System of Accounts for Public Utilities and Licensees 
creates new accounts, deletes certain accounts and consolidates other accounts. 
This in turn makes necessary corresponding revisions in the format of numerous 
schedules of the Commission’s Report Form since those schedules generally 
reflect the accounting classifications and procedures of the Commission’s Uni- 


1 Commission Order No. 218 issued June 7, 1960, 25 F.R. 5013, 23 FPC 772. 
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form System of Accounts. More important or noteworthy among the schedule 
revisions of this type are: Comparative Balance Sheet; Summary of Utility Plant 
and Accumulated Provisions for Depreciation, Amortization and Depletion; 
Statement of Income for the Year; Statement of Earned Surplus; Nonutility 
Property; Investments; Special Funds; Special Deposits; Notes and Accounts 
Receivable; Accounts Receivable; Materials and Supplies; Capital Stock Sub- 
scribed, Capital Stock Liability for Conversion, Premium on Capital Stock, and 
Installments Received on Capital Stock ; Other Paid-in Capital; Particulars Con- 
cerning Certain Other Income Accounts; Particulars Concerning Certain Income 
Deduction and Interest Charges Accounts; Common Utility Plant and Expenses ; 
Electric Plant in Service; Construction Work in Progress and Completed Con- 
struction not Classified—Electric; Accumulated Provisions for Depreciation of 
Electric Plant; Electric Operating Revenues; Electric Operation and Mainte- 
nance Expenses; Joint Expenses, Debit and Credit ; Construction Overheads Elec- 
tric; Depreciation and Amortization of Electric Plant; Generating Station 
Statistics; Transmission Line Statistics; and Electric Distribution Meters and 
Line Transformers. The foregoing are all as more fully set forth in Appendix A 
together with other revisions or changes and improvements of this general type 
reflected in the revised Report Form as prescribed herein. 

Secondly, the Commission’s experience and certain developments in the electric 
utility industry over past years have shown the reporting of additional financial 
and operating data not presently reported to be necessary for the carrying 
out of the purposes intended to be served by the Federal Power Act. Informa- 
tion of the latter type or amplification of data previously reported would be 
solicited in the revised Report Form chiefly through the following Schedules: 
Notes to Balance Sheet; Notes to Income Statement; Prepayments; Reconcilia- 
tion of Reported Net Income with Taxable Income for Federal Income Taxes; 
Accumulated Deferred Income Taxes; Transmission of Electricity for or By 
Others; and Miscellaneous General Expenses. These Schedules are all as more 
fully set forth in Appendix A. Prior developments in the electric utility in- 
dustry giving rise to this needed additional information include, among others, 
increased power and energy exchange operations among electric utilities; the 
impact of income tax requirements when applied to electric utility operations; 
activities of electric utilities in research and development programs, especially 
nuclear operations; and considerations arising from the collection of operating 
revenues subject to future administrative determination in rate or other pro- 
ceedings as well as the payment of purchased power and energy costs subject 
to similar administrative determinations. 

Under the wording of Section 141.1, Part 141, Subchapter D, Approved Forms, 
Federal Power Act, prescribing FPC Form No. 1, as revised herein, the size 
classifications for Class A and Class B Public Utilities and Licensees prescribed 
in the Commission’s Uniform System of Accounts, effective January 1, 1961, 
are adopted and made applicable to reporting parties except “municipalities” 
as defined in Section 3 of the Federal Power Act. The Report Form as revised 
and promulgated herein is not applicable to municipalities.2. Similar revisions 
appear in the wording of the General Instructions to the Report Form as pre- 
scribed herein. 

Other of the revisions or changes and improvements reflected in the various 
schedules (including as a part thereof the General Instructions) of the revised 
FPC Form No. 1 are more particularly of a clarifying or an editorial nature. 


* As pointed out in the notice of proposed rule making in this proceeding, the Commission 
contemplates promulgation at a later date of a separate report form for use by municl- 
palities in reporting financial and statistical data to this Commission. 
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As in the case of the previously-mentioned revisions or changes and improve- 
ments they are shown upon the revised FPC Form No. 1 set forth in Appendix A. 

The revised FPC Form No. 1 adopted herein was developed by this Commis- 
sion’s staff in collaboration with inter alia the Committee on Accounts and 
Statistics of the National Association of Railroad and Utilities Commissioners 
as was the existing Report Form to be superseded. 

Subsequent to the general public notice of rule making in this proceeding on 
June 9, 1961 (26 F.R. 5180), comments and suggestions were filed by the follow- 
ing classes of respondents: 


State Public Service Commissions (Colorado) 
State Auditors (Washington) 

Electric Utilities 

Holding Company Service Companies 

Utility Service Companies 


A number of the responses received by the Commission present factual and 
policy considerations in support of suggested technical changes in the Report 
Form as noticed. In some instances specific language or format was presented 
in substitution. Certain of the suggested changes are adopted in the Report 
Form as set forth in Appendix A hereto. See, for example, the Schedule of 
Transmission Line Statistics which has been modified to provide for separate 
grouping of investment and operating costs of transmission facilities of 110 kv 
or over rather than 66 kv, as proposed in the notice of rule making. 

However, by far the greater number of all responses received are intended 
to present objections to the increased reporting requirements of the following 
Schedules as noticed: Schedule of Reconciliation of Reported Net Income with 
Taxable Income for Federal Income Taxes; Schedule of Accumulated Deferred 
Income Taxes; Schedule of Taxes Charged During Year; Notes to Balance 
Sheet ; and Notes to Statement of Income. The bases of the tendered objections 
range from factual or policy considerations to legal arguments. In some in- 
stances this class of response proffers alternative suggested means for ac- 
complishing the objectives sought to be achieved by the Schedules and Notes 
as presented in the notice of rule making herein. However, in most instances, 
they do not. In this respect, they are negative in character. Nevertheless, ac- 
commodation of the various considerations and arguments raised in the re 
sponses has been effected in the Report Form as prescribed herein to the maxi- 
mum extent possible without undue sacrifice of the basic considerations of the 
Federal Power Act which necessitate and authorize the reporting of the addi- 
tional information called for. Generally speaking, these further revisions have 
resulted in several changes as respects the Notes to Balance Sheet and Notes to 
Statement of Income and the Schedule of Taxes Charged During Year from the 
form thereof as set forth in the notice of rule making herein. The specific na- 
ture of these and the previously mentioned changes may be seen from a com- 
parison of FPC Form No. 1 as set forth in Appendix A hereto and the notice 
of rule making. 

Additionally, an electric utility through an untimely filing raises a series of 
challenges to Commission adoption, as a part of the revised FPC Form No. 1, 
of the Schedule of General Instructions as attached to the notice of rule making 
in this proceeding. The arguments advanced in support of these challenges mis- 
conceive the nature of this proceeding. The matter here before the Commission 


Prior to the general public notice of rule making a number of communications were 
received and are contained in the formal files of the Commission. 


693-488—64—_53 
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is the adoption and promulgation of a revised Report Form, FPC Form No. 1, to 
be filed hereafter. Our action in that respect, as set forth herein, is within the 
statutory authority conferred upon this Commission both under the Federal 
Power Act and the Administrative Procedure Act. The statutory findings and 
conclusions which we reach authorize the revised FPC Form No. 1 adopted and 
promulgated by this order. The objections which the protesting company ad- 
vances all spring from an allegation that copies of this Commission’s FPC 
Form No. 1 filed by it for a number of years prior to the present time are in 
whole or in part unauthorized and invalid Report Forms. 

Following the conclusion of the period afforded for the submission of written 
responses to the notice of rule making herein, the staff of this Commission again 
correlated its activities with those of the NARUC Committee on Accounts and 
Statistics at a conference held on August 15, and 16,1961. The staff recommends 
Commission adoption of the revised Report Form as set forth in the annexed 
Appendix A as this Commission’s FPC Form No. 1 effective for use in reporting 
for the calendar year beginning January 1, 1961 as subsequently during the 
calendar year 1961 if an established fiscal year is other than the calendar 
year, and years thereafter. 

In view of the Commission’s revision of its Uniform System of Accounts for 
Public Utilities and Licensees, any continuation of the Commission’s FPC Form 
No. 1 as presently constituted would be unduly burdensome and expensive for 
reporting parties. Moreover, the Commission is of the opinion that the physical 
burden and monetary cost involved in connection with the transition from the 
present to the revised Report Form will be minor especially when viewed in 
relation to the immediate and future benefits to be derived from the revised 
Report Form, as prescribed herein. 

The Commission further finds: 

(1) The notice and opportunity to participate in this rule making proceeding 
with respect to the matters presently before this Commission through the sub- 
mission, in writing, of data, views, comments, suggestions and arguments in the 
manner as described above are consistent and in accordance with all procedural 
requirements therefor as prescribed in Section 4 of the Administrative Procedure 
Act. Opportunity for further hearing in this matter would serve no useful pur- 
pose in view of the foregoing and is therefore unnecessary. 

(2) In view of the foregoing, and upon consideration of all relevant matters 
presented, it is necessary and appropriate for the purposes of the Federal Power 
Act that: 

(a) The revised Report Form as set forth in annexed Appendix A* be adopted 
and promulgated as this Commission’s FPC Form No. 1 effective for use in 
reporting for the calendar year beginning January 1, 1961 or subsequently dur- 
ing the calendar year 1961 if an established fiscal year is other than the calendar 
year, and years thereafter; all as hereinafter provided. 

(b) Sections 141.1 (a), (b), (c) and (da), Part 141, Subchapter D, — Approved 
Forms, Federal Power Act, Chapter I, Title 18, Code of Federal Regulations be 
amended to read as hereinafter provided. 

(3) Good cause exists for adoption and promulgation of the matters referred 
to above immediately upon issuance of this order; all as hereinafter provided. 

The Commission acting pursuant to the Federal Power Act, as amended, 
particularly Sections 3 (18), 4 (a), (b), (ce), 301 (a), 302, 304, 309 and 311 
thereof (16 U.S.C. 796 (18), 797 (a), (b), (c), 825 (a), 825a, 825c, 825h, and 
825j) orders: 


*Omitted in printing. 
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(A) The revised Report Form us set forth in annexed Appendix A is hereby 
adopted and promulgated as this Commission’s FPC Form No. 1 effective for use 
in reporting for the calendar year beginning January 1, 1961, or subsequently 
during the calendar year 1961 if an established fiscal year is other than the 
calendar year, and years thereafter. 

(B) Sections 141.1 (a), (b), (c) and (d), Part 141, Subchapter D—Approved 
Forms, Federal Power Act of Chapter I of Title 18 of the Code of Federal Regu- 
lations, are hereby amended to read as follows: 

§ 141.1 Form No. 1, Annual Report for Electric Utilities, Licensees and 
Others (Class A and Class B). (a) The form of Annua! Report for Classes 
A and B electric utilities, licensees and others, designated herein as F.P.C. 
Form No. 1 is prescribed for the year 1961 and thereafter. 

(b) Each Class A electric utility, licensee, and others; i.e., each cor- 
poration, person, or licensee as defined in Section 3 of the Federal Power 
Act, including any agency, authority or other legal entity or instrumentality 
and any agency, authority or instrumentality of the United States engaged 
in generation, transmission, distribution, or sale of electric energy, however 
produced, throughout the United States and its possessions, having annual 
electric operating revenues of $2,500,000 or more, whether or not the juris- 
diction of the Commission is otherwise involved, shall prepare and file with 
the Commission for the year beginning January 1, 1961, or subsequently 
during the calendar year 1961 if its established fiscal year is other than 
the calendar year, and for each year thereafter, on or before the last day 
of the third month following the close of the calendar year or other estab- 
lished fiscal year, an original and such number of conformed copies of the 
above-designated FPC Form No. 1 as are indicated in the General Instruc- 
tions set out in that form, all properly filled out and verified: Provided, 
That with the exception of the following schedules: viz., Important Changes 
During the Year, Comparative Balance Sheet, Notes to Balance Sheet, Sum- 
mary of Utility Plant and Accumulated Provision for Depreciation, Amor- 
tization and Depletion, Statement of Income for the Year, Notes to State- 
ment of Income, Statement of Earned Surplus, and Electric Operating 
Revenues, the filing of the complete report, which shall include the above 
excepted schedules originally filed, may be postponed for 30 days beyond 
the established filing date without further authorization by the Commis- 
sion. One copy of said report should be retained by the correspondent in 
its files. The conformed copies may be carbon copies, if legible. 

This report form is not prescribed for municipalities as defined in Section 
3 of the Federal Power Act; i.e., a city, county, irrigation district, drainage 

district, or other political subdivision or agency of a State competent under 
the laws thereof to carry on the business of developing, transmitting, utiliz- 
ing, or distributing power. 

(c) Each Class B electric utility, licensee, and others; i.e., each corpora- 
tion, person, or licensee as defined in Section 3 of the Federal Power Act, 
including any agency, authority or other legal entity or instrumentality 
and any agency, authority or instrumentality of the United States engaged 
in generation, transmission, distribution, or sale of electric energy, however 
produced, throughout the United States and its possessions, having annual 
electric operating revenues of more than $1,000,000 but less than $2,500,000, 
whether or not the jurisdiction of the Commission is otherwise involved, 
shall prepare and file with the Commission for the year beginning January 1, 
1961, or subsequently during the calendar year 1961 if its established fiscal 
year is other than the calendar year, and for each year thereafter, on or 
before the last day of the third month following the close of the calendar 
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year or other established fiscal year, an orginal and such number of con- 
formed copies of the above-designated F.P.C. Form No. 1 as are indicated 
in the General Instructions set out in that form, all properly filled out and 
verified : Provided, That with the exception of the following schedules: viz, 
Important Changes During the Year, Comparative Balance Sheet, Notes to 
Balance Sheet, Summary of Utility Plant and Accumulated Provision for 
Depreciation, Amortization and Depletion, Statement of Income for the 
Year, Notes to Statement of Income, Statement of Earned Surplus, and 
Electric Operating Revenues, the filing of the complete report, which shall 
include the above excepted schedules originally filed, may be postponed for 
30 days beyond the established filing date without further authorization 
from the Commission. One copy of said report should be retained by the 
correspondent in its files. The conformed copies may be carbon copies, if 
legible. 
This report form is not prescribed for municipalities as defined in Section 
3 of the Federal Power Act; i.e., a city, county, irrigation district, drainage 
district, or other political subdivision or agency of a State competent under 
the laws thereof to carry on the business of developing, transmitting, 
utilizing, or distributing power. 
(d) This annual report contains the following schedules: 
Identification 
General Instructions 
General Information 
Control Over Respondent 
Corporations Controlled by Respondent 
Officers 
Directors 
Security Holders and Voting Powers 
Important Changes During the Year 
Comparative Balance Sheet—Statement A 
Notes to Balance Sheet—Statement A (Continued) 
Summary of Utility Plant and Accumulated Provisions for Deprecia- 
tion, Amortization and Depletion—Statement B 
Statement of Income for the Year—Statement C 
Notes to Statement of Income—Statement C (Continued) 
Statement of Earned Surplus—Statement D 
Nonutility Property 
Accumulated Provision for Depreciation and Amortization of Non- 
utility Property 
Investments 
Special Funds 
Special Deposits 
Notes and Accounts Receivable 
Accumulated Provision for Uncollectible Accounts—Cr. 
Notes Receivable 
Accounts Receivable 
Receivables from Associated Companies 
Materials and Supplies 
Plant Materials and Operating Supplies 
Production Fuel and Oil Stocks 
Prepayments 
Miscellaneous Current and Accrued Assets 
Extraordinary Property Losses 


Unamortized Debt Dise. and Exp. and Unamort. Premium on Debt 
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Preliminary Survey and Investigation Charges 

Clearing Accounts 

Miscellaneous Deferred Debits 

Deferred Regulatory Commission Expenses 

Capital Stock 

Capital Stock subscribed, Capital Stock Liability for Conversion, 
Premium on Capital Stock, and Installments Received on Capital 
Stock 

Other Paid-in Capital 

Discount on Capital Stock 

Capital Stock Expense 

Long-Term Debt 

Securities Issued or Assumed and Securities Refunded or Retired 
During the Year 

Notes Payable 

Payables to Associated Companies 

Accrued and Prepaid Taxes 

Reconciliation of Reported Net Income with Taxable Income for 
Federal Income Taxes 

Miscellaneous Current and Accrued Liabilities 

Customer Advances for Construction 

Other Deferred Credits 

Operating Reserves 

Contributions in Aid of Construction 

Accumulated Deferred Income Taxes 

Income from Utility Plant Leased to Others 

Income from Merchandising, Jobbing, and Contract Work 

Particulars Concerning Certain Other Income Accounts 

Particulars Concerning Certain Income Deduction and Interest 
Charges Accounts 

Common Utility Plant and Expenses 

Taxes Charged During Year 

Regulatory Commission Expenses 

Charges for Professional Services 

Distribution of Salaries and Wages 

Electric Plant in Service 

Electric Plant Leased to Others 

Electric Plant Held for Future Use 

Construction Work in Progress and Completed Construction not Classi- 
fied—Electric 

Electric Plant Acquisition Adjustments and Accumulated Provision 
for Amortization of Electric Plant Acquisition Adjustments 

Accumulated Provisions for Depreciation of Electric Plant 

Electric Operating Revenues 

Sales of Electricity—By Communities 

Sales for Resale 

Sales of Electricity by Rate Schedules 

Sales to Railroads and Railways and Interdepartmental Sales 

Rent from Electric Property and Interdepartmental Rents 

Sales of Water and Water Power 

Miscellaneous Service Revenues and Other Electric Revenues 

Electric Operation and Maintenance Expenses 

Number of Electric Department Employees 
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Rents Charged to Electric Operating Expenses 

Purchased Power 

Interchange Power 

Transmission of Electricity for or by Others 

Franchise Requirements 

Miscellaneous General Expenses 

General Description of Construction Overhead Procedure 

Construction Overheads—Electric 

Depreciation and Amortization of Electric Plant 

Electric Energy Account 

Monthly Peaks and Output 

Generating Station Statistics (Large Stations) 

Generating Station Statistics (Small Stations) 

Changes Made or Scheduled to be Made in Generating Station 
Capacities 

Steam Generating Stations 

Hydroelectric Generating Stations 

Combustion Engine and Other Generating Stations 

Transmission Line Statistics 

Transmission Lines Added During Year 

Substations 





Conduit, Underground Cable and Submarine Cable 
Electric Distribution Meters and Line Transformers 
Verification 
(C) This order shall be effective upon the date of issuance thereof. 
(D) The Secretary of the Commission shall cause prompt publication of this 
order. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan and Charles R. Ross. 


REVISION OF ANNUAL REPORT FORM PRESCRIBED FOR CLASS A 
AND CLASS B NATURAL GAS COMPANIES SUBJECT TO THE NATURAL 
GAS ACT, F.P.C. FORM NO. 2, DOCKET NO. R-201 


ORDER No. 23 


ORDER PROMULGATING A REVISED ANNUAL REPORT FORM FOR NATURAL GAS 
COMPANIES 


(Issued December 7, 1961) * 


This Commission has under consideration in this proceeding the revision of 
its FPC Form No. 2, Annual Report Form Prescribed for Class A and Class B 
Natural Gas Companies* Subject to the Provisions of the Natural Gas Act and 
Section 260.1, Part 260, Subchapter G, Approved Forms, Natural Gas Act, 
Chapter I, Title 18, Code of Federal Regulations (CFR), prescribing FPC Form 


*Published in Federal Register, December 13, 1961 (26 F.R. 11900). 

1It should be noted that this Commission’s Order No. 174-B of December 16, 1954 
(19 F.R. 8807, December 23, 1954, 138 FPC 1576) waived the application of the Com- 
mission’s Uniform System of Accounts to independent producers of natural gas. Pursuant 
to this Commission’s Order No. 231 of December 21, 1960 (25 F.R. 18882, December 29, 
1960, 24 FPC 1117) and 18 C.F.R. § 260.5 as prescribed by that order, independent 
producers of natural gas are presently required to file annually a Statement of Sales 
and Revenues. 
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No. 2. That Report Form, as revised, is prescribed hereinafter effective for use in 
reporting for the calendar year beginning January 1, 1961 or subsequently 
during the calendar year 1961 if an established fiscal year is other than the 
ealendar year, and thereafter. 

The various schedules comprising FPC Form No. 2 now prescribed in Sec- 
tion 260.1 (18 CFR 260.1) of Part 260, Title 18, correspond to, and appear as 
unnumbered and numbered pages 1-121 of the Commission’s FPC Form No. 2, 
Natural Gas Companies initially prescribed by Commission Order No. 100 of 
November 24, 1942 (7 F.R. 10045, December 3, 1942); and amended by Order 
No. 113 of December 21, 1943 (8 F.R. 17338, December 28, 1943); by Order 
No. 162 of October 30, 1951 (16 F.R. 11767, November 21, 1951); by Order 
No. 167 of January 6, 1954 (19 F.R. 215, January 12, 1954); by Order No. 171 
of April 21, 1954 (19 F.R. 2450, April 27, 1954) ; by Order No. 177 of November 
30, 1954 (19 F.R. 8012, December 4, 1954) ; by Order No. 185 of February 8, 1956 
(21 F.R. 1485, March 8, 1956) ; by Order No. 200 of March 17, 1958 (23 F.R. 1890, 
March 21, 1958); by Order No. 203 of May 29, 1958 (23 F.R. 4164, June 12, 
1958) and by Order No. 208 of August 7, 1958 (23 F.R. 6239, August 14, 1958). 
Section 260.1, Part 260, Subchapter G, Approved Forms, Natural Gas Act was 
contained in the codification and reissuance of the Commission’s general rules 
promulgated by Order No. 141 of December 11, 1947 (12 F.R. 8658, December 19, 
1947). 

This proceeding was commenced by notice of proposed rule making served 
upon interested parties, including State and Federal regulatory agencies, and 
by publication in the Federal Register on June 9, 1961 (26 F.R. 5182). As 
proposed, the subject matters and revisions of Section 260.1, Part 260 and 
the various schedules comprising FPC Form No. 2 were set forth in narrative 


form in the notice or set forth in form of proposed revised schedules. Copies 
of the proposed revised schedules were served upon the aforesaid interested 
parties as a part of the notice of propesed rule making as well as being filed 
as a part of the notice as submitted to the Federal Register for publications (26 
F.R. 5183). 


The notice of proposed rule making, afforded a period of 30 days for the 
submission to the Commission of written data, views, comments and suggestions 
concerning the proposed revisions of FPC Form No. 2 and Part 260. Numerous 
responses were received and all are now before the Commission for considera- 
tion. As pointed out hereinafter the conclusions expressed in certain of the 
data, views, comments and suggestions are adopted and others rejected. FPC 
Form No. 2, as revised and promulgated herein, is as set forth in the attached 
Appendix A which shows the changes adopted herein in typed or handscript 
form rather than the printed form in which those changes will ultimately 
appear. Copies of FPC Form No. 2, as revised and promulgated herein, will 
be available in printed format at a later date from the Commission or the 
Superintendent of Documents, United States Government Printing Office. The 
intervening period will afford time for complete familiarization with the Report 
Form as finally adopted and promulgated herein by all personnel of the report- 
ing parties charged with responsibility for its preparation prior to the close 
of the current reporting year and the date for filing the revised form of report. 

Overall, the revisions or changes and improvements to be found in the revised 
FPC Form No. 2, as prescribed herein, are designed to coordinate the Commis- 
sion’s Report Form for Classes A and B natural gas companies with the account- 
ing classifications and procedures prescribed as a part of the Commission’s 
Uniform System of Accounts Prescribed for Natural Gas Companies Subject 
to the Provisions of the Natural Gas Act “Class A and Class B) effective Jan- 
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uary 1, 1961.2 Additionally, the format of FPC Form No. 2 has been revised 
so as to facilitate its coordinate use in reporting to this Commission and to 
State regulatory authorities. This is accomplished through sectionalized num- 
bering of schedule pages to allow integration of operating and statistical sched- 
ules for non-gas utility departments of reporting parties which are subject to 
reporting requirements prescribed by various State regulatory bodies. 

Where the revisions or changes and improvements reflected in the revised FPC 
Form No. 2 elicit data currently reported in different form or additional infor- 
mation they reflect two basic considerations. The general revision of the Com- 
mission’s Uniform System of Accounts for Natural Gas Companies creates new 
accounts, deletes certain accounts and consolidates other accounts. This in turn 
makes necessary corresponding revisions in the format of numerous schedules of 
the Commission’s Report Form since those schedules generally reflect the ac- 
counting classifications and procedures of the Commission’s Uniform System of 
Accounts. More important or noteworthy among the schedule revisions of this 
type are Comparative Balance Sheet ; Summary of Utility Plant and Accumulated 
Provisions for Depreciation, Amortization and Depletion; Statement of Income 
for the Year; Statement of Earned Surplus; Nonutility Property ; Investments; 
Special Funds; Special Deposits; Notes and Accounts Receivable; Accounts Re- 
ceivable; Materials and Supplies; Gas Stored Underground ; Capital Stock Sub- 
scribed, Capital Stock Liability for Conversion, Premium on Capital Stock, and 
Installments Received on Capital Stock ; Other Paid-in Capital; Particulars Con- 
cerning Certain Other Income Accounts; Particulars Concerning Certain Income 
Deduction and Interest Charges Accounts; Common Utility Plant and Expenses; 
Gas Plant in Service; Construction Work in Progress and Completed Construc- 
tion not Classified—Gas ; Accumulated Provisions for Depreciation of Gas Plant; 
Accumulated Provision for Amortization of Underground Storage Land and 
Land Rights; Accumulated Provisions for Amortization of Other Gas Plant in 
Service, Amortization and Depletion of Gas Plant Leased to Others, Amortiza- 
tion of Other Gas Plant Held for Future Use; Gas Operating Revenues; Gas 
Operation and Maintenance Expenses; Gas Purchases; Exchange Gas Transac- 
tions; Other Gas Supply Expenses; Joint Expenses, Debit and Credit; Construc- 
tion Overheads—Gas; Depreciation, Depletion and Amortization of Gas Plant. 
The foregoing are all as more fully set forth in Appendix A together with other 
revisions or changes and improvements of this general type reflected in the 
revised Report Form as prescribed herein. 

Secondly, the Commission’s experience and certain developments in the natural 
gas industry over past years have shown the reporting of additional financial 
and operating data not presently reported to be necessary for the carrying out of 
the purposes intended to be served by the Natural Gas Act. Information of the 
latter type or amplification of data previously reported would be solicited in the 
revised Report Form chiefly through the following Schedules: Notes to Balance 
Sheet ; Notes to Income Statement ; Prepayments; Reconciliation of Reported Net 
Income with Taxable Income for Federal Income Taxes; Accumulated Deferred 
Income Taxes; Miscellaneous General Expenses; Natural Gas Reserves; and 
Changes in Estimated Natural Gas Reserves. These Schedules are as more 
fully set forth in Appendix A. Prior developments in the natural gas industry 
giving rise to this needed additional information include, among others, increased 
gas exchange operations among gas utilities; development and utilization of 
underground storage; the impact of income tax requirements when applied to 
gas utility operations; activities of natural gas companies in research and de 
velopment programs; and considerations arising from the collection of operating 


2Commission Order No. 219 issued June 21, 1960, 25 F.R. 5615, 23 FPC 825. 
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revenues subject to future administrative determination in rate or other pro- 
ceedings as well as the payment of purchased gas costs subject to similar 
administrative determinations. 

Under the wording of Section 260.1, Part 260, Subchapter G, Approved Forms, 
Natural Gas Act, prescribing FPC Form No. 2, as revised herein, the size classi- 
fications for Class A and Class B Natural Gas Companies prescribed in the Com- 
mission’s Uniform System of Accounts, effective January 1, 1961, are adopted 
and made applicable to natural gas companies. 

Other of the revisions or changes and improvements reflected in the various 
schedules (including as a part thereof the General Instructions) of the revised 
FPC Form No. 2 are more particularly of a clarifying or an editorial nature. As 
in the case of the previously mentioned revisions or changes and improvements 
they are shown upon the revised FPC Form No. 2 set forth in Appendix A. 

The revised FPC Form No. 2 adopted herein was developed by this Commis- 
sion’s staff in collaboration with inter alia the Committee on Accounts and Sta- 
tistics of the National Association of Railroad and Utilities Commissioners as 
was the existing Report Form to be superseded.® 

Subsequent to the general public notice of rule making in this proceeding on 
June 9, 1961‘ (26 F.R. 5182), comments and suggestions were filed by the follow- 
ing classes of respondents: 


State Public Service Commissions (Kansas) 

Natural Gas Companies 

Utility Districts 

Natural Gas Associations 

Holding Company Service Companies 

CRGERRE yy Rem whcces: Cm asi sein tata intact lla 


A number of the responses received by the Commission present factual and 
policy considerations in support of technical changes in the Report Form as 
noticed. In some instances, specific language or format was presented in substi- 
tution. Certain of the suggested changes are adopted in the Report Form as set 
forth in Appendix A hereto. 

However, by far the greater number of all responses received were intended 
to present objections to the increased reporting requirements of the following 
Schedules as noticed: Schedule of Reconciliation of Reported Net Income with 
Taxable Income for Federal Income Taxes; Schedule of Accumulated Deferred 
Income Taxes; Schedule of Taxes Charged During Year; Notes to Balance 
Sheet; and Notes to Statement of Income. The bases of the tendered objections 
range from factual or policy considerations to legal arguments. In some in- 
stances, this class of response proffers alternative suggested means for ac 
complishing the objectives sought to be achieved by the Schedules and Notes 
as presented in the notice of rule making herein. However, in most instances, 
they do not. In this respect they are negative in character. Nevertheless, ac- 
commodation of the various considerations and arguments raised in the re- 
sponses has been effected in the Report Form as prescribed herein to the 
maximum extent possible without undue sacrifice of the basic considerations of 


8 Prior to the general public notice of rule making a number of communications were 
received and are contained in the formal files of the Commission. 

* All parties were given to and including July 5, 1961, later extended to and including 
July 20, 1961 (26 F.R. 6001, July 4, 1961) to submit data, views, comments and sugges- 


tions in writing concerning the aforesaid proposed revision in the Commission's FPC 
Form No. 2. 
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the Natural Gas Act which necessitate and authorize the reporting of the addi- 
tional information called for. Generally speaking, these further revisions have 
resulted in several changes as respects the Notes to Balance Sheet and Notes 
to Statement of Income and the Schedule of Taxes Charged During Year from 
the form thereof as set forth in the notice of rule making herein. The specific 
nature of these and the previously-mentioned changes may be seen from a 
comparison of FPC Form No. 2 as set forth in Appendix A hereto and the notice 
of rule making. 

Following the conclusion of the period afforded for the submission of written 
responses to the notice of rule making herein, the staff of this Commission again 
correlated its activities with those of the NARUC Committee on Accounts and 
Statistics at a conference held on August 15 and 16, 1961. The staff recommends 
Commission adoption of the revised Report Form as set forth in the annexed 
Appendix A as this Commission’s FPC Form No. 2 effective for use in reporting 
for the calendar year beginning January 1, 1961 or subsequently during the 
calendar year 1961 if an established fiscal year is other than the calendar year, 
and years thereafter. 

In view of the Commission’s revision of its Uniform System of Accounts for 
Natural Gas Companies any continuation of the Commission’s FPC Form No. 
2 as presently constituted would be unduly burdensome and expensive for re- 
porting parties. Moreover, the Commission is of the opinion that the physical 
burden and monetary cost involved in connection with the transition from the 
present to the revised Report Form will be minor especially when viewed in 
relation to the immediate and future benefits to be derived from the revised 
Report Form, as prescribed herein. 

The Commission further finds: 


(1) The notice and opportunity to participate in this rule making proceeding 
with respect to the matters presently before this Commission through the sub- 
mission, in writing, of data, views, comments, suggestions and arguments in 
the manner as described above are consistent and in accordance with all pro- 
cedural requirements therefor as prescribed in Section 4 of the Administrative 
Procedure Act. Opportunity for further hearing in this matter would serve no 
useful purpose in view of the foregoing and is therefore unnecessary. 

(2) In view of the foregoing, and upon consideration of all relevant matters 
presented, it is necessary and appropriate for the purposes of the Natural Gas 
Act that: 

(a) The revised Report Form as set forth in annexed Appendix A to be 
adopted and promulgated as this Commission’s FPC Form No. 2 effective for 
use in reporting for the calendar year beginning January 1, 1961 or subsequently 
during the calendar year 1961 if an established fiscal year is other than the 
calendar year, and years thereafter ; all as hereinafter provided. 

(b) Sections 260.1 (a), (b) and (ec), Part 260, Subchapter G, Approved 
Forms, Natural Gas Act, Chapter I, Title 18, Code of Federal Regulations be 
amended to read as hereinafter provided. 

(3) Good cause exists for adoption and promulgation of the matters referred 
to above immediately upon issuance of this order; all as hereinafter provided. 

The Commission acting pursuant to the Natural Gas Act, as amended, par- 
ticularly Sections 8, 9, 10, and 16 (15 U.S.C. 717g, 717h (b), 717i, and 7170) 
orders: 

(A) The revised Report Form as set forth in annexed Appendix A is hereby 
adopted and promulgated as this Commission’s FPC Form No. 2 effective for 


~ 


use in reporting for the calendar year beginning January 1, 1961, or subsequently 
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during the calendar year 1961 if an established fiscal year is other than the 
calendar year, and years thereafter. 

(B) Sections 260.1 (a), (b) and (c), Part 260, Subchapter G, Approved 
Forms, Natural Gas Act, of Chapter I of Title 18 of the Code of Federal Regu- 
lations, are hereby amended to read as follows: 


§ 260.1 Form No. 2, Annual Report for Natural Gas Companies (Class 
A and Class B). (a) The form of Annual Report for Classes A and B 
natural gas companies, designated herein as FPC Form No. 2 is prescribed 
for the year 1961 and thereafter. 

(b) Each natural gas company, as defined in the Natural Gas Act (52 
Stat. 821) which is included in Classes A or B as defined in the Commission’s 
Uniform System of Accounts Prescribed for Natural Gas Companies Subject 
to the Provisions of the Natural Gas Act, shall prepare and file with the 
Commission for the year beginning J'ianuary 1, 1961, or subsequently during 
the calendar year 1961, if its established fiscal year is other than the calen- 
dar year, and for each year thereafter, on or before the last day of the third 
month following the close of the calendar year of other established fiscal 
year an original and such number of conformed copies of the above-desig- 
nated FPC Form No. 2 as are indicated in the General Instructions set out 
in that Form, all properly filled out and verified: Provided, That with the 
exception of the following schedules; viz, Important Changes During the 
Year, Comparative Balance Sheet, Notes to Balance Sheet, Summary of Util- 
ity Plant and Accumulated Provision for Depreciation, Amortization and De- 
pletion, Statement of Income for the year, Notes to Statement of Income, 
Statement of Earned Surplus, and Gas Operating Revenues, the filing of 
the complete report, which shall include the above excepted schedules origi- 
nally filed, may be postponed for 30 days beyond the established filing date 
without further authorization from the Commission. One copy of said re- 
port should be retained by the correspondent in its files. The conformed 
copies may be carbon copies if legible. 

(c) This annual report contains the following schedules: 

Identification 

General Instructions 

General Information 

Control Over Respondent 

Corporations Controlled by Respondent 

Officers 

Directors 

Security Holders and Voting Powers 

Important Changes During the Year 

Comparative Balance Sheet—Statement A 

Notes to Balance Sheet—Statement A (Continued) 

Summary of Utility Plant and Accumulated Provisions for Deprecia- 
tion, Amortization and Depletion—Statement B 

Statement of Income for the year—Statement C 

Notes to Statement of Income—Statement C (Continued) 

Statement of Earned Surplus—Statement D 

Nonutility Property 

Accumulated Provision for Depreciation and Amortization of Non- 
utility Property 

Investments 

Special Funds 

Special Deposits 
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Notes and Accounts Receivable 

Accumulated Provision for Uncollectible Accounts—Cr. 

Notes Receivable 

Accounts Receivable 

Receivables from Associated Companies 

Materials and Supplies 

Gas Stored Underground 

Plant Materials and Operating Supplies 

Production Fuel and Oil Stocks 

Prepayments 

Miscellaneous Current and Accrued Assets 

Extraordinary Property Losses 

Unamortized Debt Disc. and Exp. and Unamort. Premium on Debt 

Preliminary Survey and Investigation Charges 

Clearing Accounts 

Miscellaneous Deferred Debits 

Deferred Regulatory Commission Expenses 

Capital Stock 

Capital Stock Subscribed, Capital Stock Liability for Conversion, 
Premium on Capital Stock, and Installments Received on Capital 
Stock 

Other Paid-in Capital 

Discount on Capital Stock 

Capital Stock Expense 

Long-Term Debt 

Securities Issued or Assumed and Securities Refunded or Retired 
During the year 

Notes Payable 

Payables to Associated Companies 

Accrued and Prepaid Taxes 

Reconciliation of Reported Net Income with Taxable Income for Fed- 
eral Income Taxes 

Miscellaneous Current and Accrued Liabilities 

Customer Advances for Construction 

Other Deferred Credits 

Operating Reserves 

Contributions in Aid of Construction 

Accumulated Deferred Income Taxes 

Income from Utility Plant Leased to Others 

Income from Merchandising, Jobbing, and Contract Work 

Particulars Concerning Certain Other Income Accounts 

Particulars Concerning Certain Income Deduction and Interest 
Charges Accounts 

Common Utility Plant and Expenses 

Taxes Charged During Year 

Regulatory Commission Expenses 

Charges for Professional Services 

Distribution of Salaries and Wages 

Gas Plant in Service 

Gas Plant Leased to Others 

Gas Plant Held for Future Use 

Construction Work in Progress and Completed Construction not 
Classified—Gas 
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Accumulated Provisions for Depreciation of Gas Plant 

Accumulated Provision for Amortization and Depletion of Producing 
Natural Gas Land and Land Rights 

Accumulated Provision for Amortization of Underground Storage 
Land and Land Rights 

Accumulated Provisions for Amortization of Other Gas Plant in Serv- 
ice, Amortization and Depletion of Gas Plant Leased to Others, 
Amortization of Other Gas Plant Held for Future Use 

Accumulated Provision for Abandoned Leases 

Gas Plant Acquisition Adjustments and Accumulated Provision for 
Amortization of Gas Plant Acquisition Adjustments 

Gas Operating Revenues 

Sales of Natural Gas by Communities 

Residential and Commercial Space Heating Customers 

Interruptible, Off Peak, and Firm Sales to Distribution System Indus- 
trial Customers 

Main Line Industrial Sales of Natural Gas 

Sales for Resale—Natural Gas 

Interdepartmental Sales—Natural Gas 

Rent from Gas Property and Interdepartmental Rents 

Revenue from Transportation of Gas of Others—Natural Gas 

Sales of Products Extracted from Natural Gas 

Revenues from Natural Gas Processed by Others 

Incidental Gasoline and Oil Sales and Other Gas Revenues 

Gas Operation and Maintenance Expenses 

Number of Gas Department Employees 

Rents Charged to Gas Operating Expenses 

Exploration and Development Expenses 

Abandoned Leases 

Gas Purchases 

Exchanges Gas Transactions 

Exchange Gas Accounting 

Gas Used in Utility Operations—Credit 

Other Gas Supply Expenses 

Transmission and Compression of Gas by Others 

Franchise Requirements 

Miscellaneous General Expenses (Gas) 

General Description of Construction Overhead Procedure 

Construction Overheads—Gas 

Depreciation, Depletion, and Amortization of Gas Plant 

Natural Gas Land Acreage 

Natural Gas Reserves 

Changes in Estimated Natural Gas Reserves 

Natural Gas Reserves Available from Purchase Agreements 

Natural Gas Production Statistics 

Products Extraction Operations—Natural Gas 

Compressor Stations 

Number of Gas and Oil Wells 

Field and Storage Lines 

Underground Gas Storage 

Transmission Lines 

Manufactured Gas Production Statistics 

Liquefied Petroleum Gas Operations 
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Transmission System Peak Deliveries 
Auxiliary Peaking Facilities 
Gas Account—Natural Gas 
Service Interruptions and Property Damage 
System Map 
Verification 
(C) This order shall be effective upon the date of issuance thereof. 
(D) The Secretary of the Commission shall cause prompt publication of this 
order. 


[LETTER ORDER DISMISSING PETITION FOR REHEARING]* 


Docket No. CI62-335 
Texaco Inc. 
DECEMBER 8, 1961. 
Texaco Inc. 
P.O. Box 2332 
Houston 1, Texas 


GENTLEMEN: Your petition for rehearing of the Commission's letter order 
issued October 12, 1961 granting temporary authorization for the sale of gas 
as described in the certificate application in Docket No. CI62-835 is hereby 
dismissed. 

Your application specifically requests removal of the following proviso con- 
tained in Paragraph 4 of such letter: 

Further, in the event that any document comprising the listed rate schedule 
filing was executed on or after April 3, 1961 and contains provisions, either 
therein or by adoption of the terms and provisions of other agreements, for 
a change in rate other than those permitted by Section 154.93 of the Commis- 
sion’s Regulations such rate change provisions shall be inoperative and of 
no effect at law and any tendered rate change under such provisions will be 
rejected. 

Upon review of the facts of this case the Commission concludes that Texaco 
has not shown it is aggrieved by the letter order issued October 12, 1961. Further, 
your request for rehearing is premature, for the reason that Texaco has not 
tendered a rate change proposing to make effective the flexible pricing provisions 
contained in its contract with Lone Star Gas Company dated August 30, 1961. 

By direction of the Commission. 


[LETTER-ORDER GRANTING TEMPORARY AUTHORIZATION] 
Docket No. C162-335 
Texaco, Inc. 

OCTOBER 12, 1961.** 

Texaco, Ine. 
P.O. Box 2332 
Houston 1, Texas 
Attention: Mr. W. V. Vietti 


Gentlemen : 

Your statement, filed pursuant to Section 157.28(c)(1) of the Commission's 
Regulations, of your intention to invoke said Section and initiate the service 
proposed in the certificate application, Docket No. CI-62-335 is hereby accepted. 


*Letter order granting temporary authorization printed next below. 
**Petition to review dismissed, 317 F. 2d 796. 
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You are also advised that the related rate schedule, as identified pursuant to 
Section 157.28(c) (2) of the Regulations and listed at the bottom of this letter, 
has been accepted for filing to be effective on the date of initial delivery. Please 
return the enclosed duplicate copy with such date inserted in the space provided. 
This acceptance of the rate schedule for temporary service is no assurance that 
it will be accepted by the Commission for permanent service. 

In the event that any of the documents comprising the listed rate schedule 
contains provisions for future automatic adjustments in rates and charges based 
upon new or increased taxes, prices paid for gas by or to others, price redetermi- 
nation provisions, or any similar provision, your attention is directed to the 
fact that such provisions, when invoked to change the effective rates and charges, 
will constitute a change in such rates and charges within the meaning of Section 
4(d) of the Natural Gas Act and Section 154.94 of the Commission’s Regulations 
under such Act. The Act and the Commission’s Regulations require that such 
changes be filed with the Commission not more than 90 days nor less than 30 days 
prior to the proposed effective date thereof. 

Further, in the event that any document comprising the listed rate schedule 
was executed on or after April 3, 1961 and contains provisions, either therein or 
by adoption of the terms and provisions of other agreements, for a change in 
rate other than those permitted by Section 154.93 of the Commission’s Regula- 
tions, such rate change provisions shall be inoperative and of no effect at law 
and any tendered rate change under such provisions will be rejected. 

This acceptance for filing shall not be construed as constituting approval of 
any rate, charge, classification, or any rule, regulation or practice affecting such 
rate or service contained in the rate filing; nor shall such acceptance be deemed 
as recognition of any claimed contractual right or obligation associated there- 
with; and such acceptance is without prejudice to any findings or orders which 
may be made in the final disposition of this proceeding or any other findings or 
orders which have been or may hereafter be made by the Commission in any 
proceeding now pending or hereafter instituted by or against your company. 

This constitutes ali requisite temporary authorization to commence the sale 
of gas, but such authorization and acceptance of the rate schedule are without 
prejudice to such final disposition of the certificate application as the record may 
require and, furthermore, once service is commenced under this authorization 
it may not be discontinued without permission of the Commission issued pur- 
suant to the provisions of the Natural Gas Act. 

Very truly yours, 
J. H. GuTRIpe, 
Secretary. 

Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 

ARKANSAS LOUISIANA GAS COMPANY, DOCKET NO. CP62-77 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued December 11, 1961) 


On September 25, 1961, Arkansas Louisiana Gas Company (Applicant) filed 
in Docket No. CP62-77 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
construction and operation of field facilities to enable Applicant to take into 
its certificated transmission pipeline system natural gas which will be purchased 
from producers thereof from time to time during the calendar year 1962 in the 
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general area of Applicant’s existing transmission system at a total cost not to 
exceed $6,514,500, with no single project to exceed a cost of $500,000, all as more 
fully set forth in the application. 

The purpose of this “budget-type” application is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting to its existing 
pipeline system new supplies of natural gas in various producing areas generally 
coextensive with said system. 

Applicant proposes to finance the subject facilities from cash on hand and 
from cash generated by normal operations and internal sources. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
November 28, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Arkansas Louisiana Gas Company, a Delaware corporation having its 
principal place of business in Shreveport, Louisiana, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of January 26, 1943, in Docket No. G—252 (3 FPC 910). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of Applicant’s existing pipeline system, and the construction and opera- 
tion thereof by Applicant are subject to the requirements of Subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas pur- 
chased from producers thereof during the calendar year 1962 as proposed by 
Applicant are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before March 1, 1963, a 
statement under oath showing by projects: (a) names of fields connected, 
(b) estimates of gas supplies attached, (c) a description of the project or proj- 
ects that have been constructed pursuant to the authorization granted hereun- 
der, (d) the location of said project or projects, (e) the costs of the facilities 
so constructed, and (f) the names of the independent producers involved, 
together with the respective dates of the gas sales contracts, and the docket 
numbers of the related producer certificate applications. 

(6) The authorization granted herein should be limited to construction during 
the calendar year 1962, and the total expenditures for facilities to be constructed 
hereunder should be limited to $6,514,500, with no single project to exceed a 
cost of $500,000. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the issuance of the certificate hereinafter granted to Applicant and to the 
exercise of the rights granted thereunder. 
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(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Arkansas Louisiana Gas Company to construct and 
operate the proposed facilities to take natural gas purchased from producers 
thereof during the calendar year 1962, as hereinbefore described and as more 
fully described in the application in this proceeding, upon the terms and 
conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the issuance of the certificate granted in paragraph (A) above 
and to the exercise of the rights granted thereunder. 

(C) Applicant shall submit, on or before March 1, 1963, a statement under 
oath showing by projects: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects that have been 
constructed pursuant to the authorization granted in paragraph (A) above, 
(d) the location of said project or projects, (e) the costs of the facilities so 
constructed, and (f) the names of the independent producers involved, together 
with the respective dates of the gas sales contracts, and the docket numbers of 
the related producer certificate applications. 

(D) The authorization granted in paragraph (A) above is hereby limited to 
construction during the calendar year 1962, and the total expenditures for 
facilities to be constructed hereunder are hereby limited to $6,514,500, with no 
single project to exceed a cost of $500,000. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


COLORADO INTERSTATE GAS COMPANY, DOCKET NO. CP62-5 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued December 11, 1961) 


On September 7, 1961, Colorado Interstate Gas Company (Applicant) filed 
in Docket No. CP62-58 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
sale and delivery of natural gas on an interruptible basis to Kansas-Colorado 
Utilities, Inc. (Kansas-Colorado) from the Hugoton Field, Stanton County, 
Kansas, commencing upon the issuance of authorization in this docket and 
terminating on April 30, 1962, all as more fully set forth in the application. 

Applicant’s minimum gas purchase obligations are temporarily in excess of 
its system requirements, due primarily to the delay of certificate authority for 
its expansion program in Docket No. G—16904 (Provo project) presently in re 
hearing. Sales in that application were initially proposed to commence during 
the 1959-1960 heating season and have now been deferred until January 1963. As 
a result Applicant has been placed in a position of not being able to take the 
minimum volumes of take-or-pay-for gas under all of its gas purchase or lease 
agreements. 


693—-488—64——_5 4 
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Applicant proposes to sell and deliver to Kansas-Colorado an estimated quan- 
tity of 800,000 Mcf on natural gas with maximum daily deliveries limited to 6,000 
Mcf. The subject deliveries will be made at an existing measuring station 
on Applicant’s gathering system in the Hugoton Field, Stanton County, Kansas. 

The proposed deliveries will not appreciably affect Applicant’s over-all gas re- 
serves, nor will they adversely affect Applicant’s ability to serve other customers. 

The additional cost of operating the meter station during the term of the pro- 
posed sale is estimated to be $1,000. The total estimated revenues that will be 
generated from the proposed sale are $116,000. 

Temporary authority to make the proposed sale and deliveries was granted to 
Applicant on October 18, 1961. Rate Schedule X-16 of Applicant’s FPC Gas 
Tariff, Second Revised Volume No. 2, comprising original Sheet Nos. 62, 63, 64, 
65, 66, and 67, was accepted for filing to be effective on the above date. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
November 30, 1961, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules 
of Practice and Procedure. 




































The Commission finds: 





(1) Applicant, Colorado Interstate Gas Company, a Delaware corporation 
having its principal place of business in Colorado Springs, Colorado, is a “nat- 
ural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of June 5, 1945, in Docket No, G-2% (4 
FPC 936). 

(2) The sale and delivery of interruptible natural gas by Applicant, as here- 
inbefore described and as more fully described in the application in this pro- 
ceeding are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations thereunder. 

(4) The sale and delivery of natural gas by Applicant are required by the 
public convenience and necessity and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the conditions set forth in 
paragraph (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act (18 CFR 157.20) should attach to the certificate hereinafter 
issued to Applicant and to the exercise of the rights granted thereunder. 

(6) The volume of interruptible natural gas to be sold and delivered by 
Applicant to Kansas-Colorado should be limited to a maximum of 6,000 Mcef 
per day for the period terminating on April 30, 1962. 

(7) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record and, not having been denied by the Commission, is granted pursuant 
to Section 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, Colorado Interstate Gas Company, to sell 
and deliver natural gas on an interruptible basis, as hereinbefore described 


and as more fully described in the application herein, upon the terms and 
conditions of this order. 
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(B) The conditions set forth in paragraph (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof and to the exercise 
of the rights granted thereunder. 

(C) The volume of interruptible natural gas to be sold and delivered by 
Applicant to Kansas-Colorado is hereby limited to a maximum of 6,000 Mcf 
per day, for the period terminating on April 30, 1962. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuyken- 
dall, Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


COLUMBIA GULF TRANSMISSION COMPANY, DOCKET NO. G-—18121 
ORDER AMENDING ORDER, AS AMENDED, ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 
(Issued December 11, 1961) 
On August 22, 1961, Columbia Gulf Transmission Company (Applicant) filed 
an application, as supplemented on August 25, 1961, to amend the Commission’s 
order issued June 5, 1959, in Docket No. G—18121, 21 FPC 824, so as to permit 


Applicant to acquire and operate an experimental compressor station addition 


neur Hampshire, Tennessee, as a permanent addition-to its transmission system. 

In the June 5, 1959, order the Commission authorized Applicant to construct 
and operate, with an option to purchase from the manufacturer, Clark Bros. 
Company, an additional 4,000 horsepower compressor engine at its existing 
Compressor Station No. 4 near Hampshire, Tennessee, for the purpose of testing 
the economics and feasibility of using remote-controlled, unattended, 2-cycle 
gas engines driving centrifugal compressors in future installations on its system. 
The application shows that the subject unit had operated 5,397 hours as of 
July 31, 1961, and has proved the experiment a success. Applicant now desires 
to acquire and operate the unit and to utilize it as a permanent installation for 
stand-by operations only. 

The original application showed an estimated construction cost of $1,659,600; 
Applicant was to pay approximately $100,000 of said cost. However, the actual 
cost of the facilities will be $1,750,700, of which $1,641,094 will be paid to the 
inmanufacturer and $109,606 will represent Applicant’s own expenditure. Said 
cost will be financed by current funds. Applicant states that the increase in 
actual cost over the original estimated cost was due to a five and one-half month 
extension of construction time caused by weather, late delivery of major items 
of equipment, and development work. 

The Commission finds: 

It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act, and the public convenience and necessity require that the Commis- 
sion’s order issued in this proceeding on June 5, 1959, as amended, be further 
amended as hereinafter ordered. 


The Commission orders: 


(A) The Commission’s order issued June 5, 1959, in Docket No. G—18121, as 
amended, is hereby further amended so as to allow Applicant, Columbia Gulf 


Transmission Company, to acquire and operate the hereinbefore described 
facilities as a permanent installation. 


(B) In all other respects, said order, as amended, shall remain in full force 
and effect. 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 












EL PASO NATURAL GAS COMPANY, DOCKET NO. CP62-53; BEEHIVE 
URANIUM CORPORATION AND STANDARD URANIUM CORPORATION, 
OPERATOR, DOCKET NO. G—12887 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT OF FACILITIES, 
VACATING CERTIFICATE AND CANCELLING RATE SCHEDULE 


(Issued December 11, 1961) 










































On August 28, 1961, El Paso Natural Gas Company (Applicant) filed an ap- 
plication in Docket No. CP62-53, pursuant to Section 7(b) of the Natural Gas 
Act, seeking permission and approval to abandon certain main line tap facilities 
on Applicant’s 26-inch O.D. main transmission pipeline in Garfield County, 
Colorado. 

The subject facilities, authorized by the Commission’s order issued September 
24, 1958, in Docket No. G—12792 (20 FPC 382), were utilized to receive gas 
purchased from Beehive Uranium Corporation (Beehive) and Standard Uranium 
Corporation, Operator (Standard), which gas was produced from two wells 
in the Garmesa Field, Garfield County, Colorado. By the Commission’s order 
issued September 24, 1958, in Docket No. G—12887, Beehive and Standard were 
authorized to make the subject sale of natural gas to Applicant. 

Applicant states that due to insufficient production capacity, both wells were 
plugged and abandoned, and that further exploration and production is not 
anticipated in the Garmesa Field at this time; therefore, Applicant proposes 
to abandon the subject facilities. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 5, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of January 11, 1944, in Docket No. G-288 (4 FPC 486). 

(1) The facilities to be abandoned, as heretofore described, and as more fully 
described in the application in this proceeding, are subject to the jurisdiction 
of the Commission, and abandonment of such facilities is subject to the require 
ments of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) Such abandonment by Applicant, as heretofore described is permitted by 
the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(4) The certificate of public convenience and necessity issued September 24, 
1958, in Docket No. G—12887, jointly to Beehive and Standard should be vacated. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 
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The Commission orders: 


(A) Permission for and approval of the abandonment by Applicant of the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, be and the same is hereby granted. 

(B) Applicant shall advise the Commission of the date of the abandonment 
within 10 days of the date thereof. 

(C) The certificate of public convenience and necessity heretofore issued 
jointly to Beehive and Standard in Docket No. G—12887 on September 24, 1958, 
is hereby vacated. 

(D) Beehive Uranium Corporation, et al., FPC Gas Rate Schedule No. 1 is 
hereby cancelled as of the date on which this order issues. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


IOWA PUBLIC SERVICE COMPANY, DOCKET NO. E-7014 
ORDER AUTHORIZING ISSUANCE OF COMMON STOCK AND ASSUMPTION OF LIABILITIES 


(Issued December 11, 1961) 


Iowa Public Service Company (Applicant), a corporation organized under the 
laws of the State of Iowa and doing business in the States of Iowa, South Dakota 
and Nebraska with its principal business office at Sioux City, Iowa, filed an appli- 
eation on October 10, 1961, for authorization, pursuant to Section 204 of the 
Federal Power Act, to issue 56,620 shares of Common Stock, par value $5 per 


share, and to assume liabilities as represented by a real estate and chattel 
mortgage in the principal amount of $189,317 and a note payable in the principal 
amount of $42,000. 

Applicant entered into an agreement, on August 15, 1961, with the Frances- 
Orpheum Building Company (Vendor) of Sioux City, Iowa, for the purchase of 
the Orpheum Electric Building, located at the southeast corner of the inter- 
section of Sixth and Pierce Streets, Sioux City, Iowa. The Applicant has its 
principal business office in this building. The price agreed upon for the trans- 
action was $1,523,732—$1,515,000 for the real estate and $8,732 for other assets 
(unexpired insurance and prepayments of contracts). Applicant states that the 
consideration was determined as a result of arms-length bargaining. 

Applicant proposes to make payment in the following manner: 


Assumption of liabilities : 
(1) Balance under a real estate and chattel mortgage to the 
Equitable Life Assurance Society of the United States, 
originally issued on September 23, 1947, due on Octo- 
ber 1, 1962, interest 3%,% $189, 317 
(2) Note payable to The Security National Bank of Sioux 
City, dated July 20, 1961, due on January 20, 1962, 
interest 5% 
(8) Accrued taxes (local taxes) 
CE) DCI Tiss ete hatiiscncnanbiieneeens 


Total assumption of liabilities__._._..........._..-._--- 
Issuance of 56,620 shares of common stock at agreed-upon value of 


SOG Ue avi iii ic carnegie a 


Total payment for assets to be acquired 
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According to the agreement the amounts of the liabilities to be assumed on 
the note payable to the bank and on the local taxes due will be subject to 
adjustment as of the closing date of the transaction. The number of shares of 
Common Stock which Applicant will issue to Vendor, having a fixed value for 
the purposes of the agreement of $22.00 per share, will be increased or decreased 
as appropriate, to offset the afore-mentioned adjustments, in payment of the 
net remaining purchase price. 

Applicant has requested that the issuance of the new shares of Common Stock 
be exempt from the Commission’s competitive bidding requirements, inasmuch 
as the Vendor is unwilling to consummate the transaction on a cash basis, pre- 
ferring that the transaction constitute a reorganization within the meaning of 
the Internal Revenue Code. 

Written notice of the application has been given to the Iowa State Commerce 
Commission, the Nebraska State Railway Commission and the South Dakota 
Public Utilities Commission and to the Governor of each of those States. Notice 
of the application was also published in the Federal Register (26 F.R. 9957) 
on October 24, 1961, stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition or protest 
on or before November 6, 1961 with the Federal Power Commission, Washington 
25, D.C. No protest, petition or request to be heard in opposition to the grant- 
ing of the application has been received. 

By order entered November 20, 1961, the Nebraska State Railway Commission 
approved the proposed issuance of 56,620 shares of Common Stock, par value 
$5 per share, in the manner and for the purposes set forth above. 


The Commission finds: 


(1) Applicant, an Iowa corporation, owns and operates facilities, among 
others, which are used for the transmission and sale at wholesale of electric 
energy which is generated in Iowa and consumed in Nebraska, the transmission 
of electric energy which is generated in Iowa and consumed in South Dakota, 
and the transmission of electric energy which is generated in South Dakota 
and Nebraska and consumed in Iowa, all of which facilities are in addition to, 
and do not include, facilities used for the generation of electric energy or facili- 
ties used in local distribution or only for the transmission of electric energy 
in intrastate commerce, or facilities for the transmission of electricity con- 
sumed wholly by the transmitter. Applicant is, therefore, a public utility within 
the meaning of that term as used in Section 204 of the Federal Power Act. 

(2) The proposed assumption of the Real Estate and Chattel Mortgage of 
Vendor and of the Promissory Note of Vendor by Applicant, as described above, 
will constitute an assumption of liability in respect to securities of another 
person, and the proposed issuance of Common Stock by Applicant, as described 
above, will constitute an issuance of securities, all within the purview of Sec- 
tion 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Federal Power Act, and the proposed assumption 
and issuance of securities are, therefore, not exempt by virtue of that section 
from the requirements of Section 204 of the Act. 

(4) The proposed assumption and issuance of securities as hereinafter au- 
thorized and approved will be for a lawful object, within the corporate purposes 
of the Applicant and compatible with the public interest, which is appropriate 
for and consistent with the proper performance by the Applicant of service as 
a public utility and which will not impair its ability to perform that service, 
and is reasonably appropriate for such purposes. 
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(5) The competitive bidding requirements of Section 34.1a are inapplicable 
to this issuance of Common Stock. 


(6) The period of public notice given in this matter is reasonable. 
The Commission orders: 


(A) The proposed (a) assumption of liability in respect to securities of 
Vendor by Applicant and (b) issuance of securities by Applicant, all as de- 
scribed above, are hereby authorized and approved upon the terms and con- 
ditions and for the purposes set forth in the application, subject to the 
provisions of this order. 

(B) Applicant shall record the transactions herein authorized and the fa- 
cilities and properties referred to above as provided in the Commission’s Uni- 
form System of Accounts Prescribed for Public Utilities and Licensees. 

(C) This authorization shall expire unless the transactions hereby author- 
ized are consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which is now pending or which may come before this Commis- 
sion or any other regulatory body. 

(E) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States in respect to any securities to which 
this order relates. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 


Howard Morgan, L. J. O'Connor, Jr. and Charles R. Ross. 
ROCKLAND ELECTRIC COMPANY, DOCKET NO. E-7015 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued December 11, 1961) 


Rockland Electric Company (Applicant), a corporation organized under the 
laws of the State of New Jersey and doing business in that State, with its princi- 
pal business office at Nyack, New York, filed an application on October 23, 1961, 
for authority, pursuant to Section 204 of the Federal Power Act, to issue un- 
secured Promissory Notes in the aggregate principal amount of $5,200,000, out- 
standing at any one time. 

The proposed Notes will be issued to commercial banks or similar institu- 
tions to evidence loans therefrom and will bear interest at a rate not more than 
14th of 1% in excess of the prime rate at the time and place of borrowing. The 
proposed Notes are to be issued from time to time and are to mature not later 
than one year from the respective dates of issue and in no event later than 
March 31, 1965. The application states that none of the Notes proposed to be 
issued will be resold to the general public and that no finder’s fee or other negoti- 
ation fee, commission or remuneration will be paid in connection therewith to 
any third person. 

The Commission, by order issued July 14, 1960 (Docket No. E-6945), author- 
ized the Applicant to issue short-term Promissory Notes in the aggregate princi- 
pal amount of $2,700,000 outstanding at any one time. As of the date of the 
present application, the total amount of these notes outstanding was $1,400,000. 
The proposed aggregate principal amount of $5,200,000 will be the total of all 
notes outstanding at any one time, including the renewal or redemption of notes 
outstanding under the previous order of the Commission referred to above. 
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The proceeds from the Notes not used for the redemption or renewal of out- 
standing notes will be used to finance the remainder of Applicant’s 1960-1961 
construction program, estimated to require expenditures of $2,289,900, and to 
finance in part its 1962-1964 construction program, estimated to require ex- 
penditures of $4,733,850. Of the total amount of $7,023,750 estimated to be 
required for Applicant’s construction program during the five years 1960-1964, 
$2,846,750 has been allocated to transmission lines, substations and rights-of-way 
and the balance to distribution facilities. 

Written notice of the application has been given to the Public Service Com- 
mission of New York and the New Jersey Board of Public Utility Commissioners 
and to the Governor of each of those States. Notice has also been given by publi- 
eation in the Federal Register on November 2, 1961 (26 F.R. 10325), stating that 
auy person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before November 17, 1961, with 
the Federal Power Commission, Washington 25, D.C. No protest, petition, or 


request to be heard in opposition to the granting of the application has been 
received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued August 13, 
1958, entitled Orange and Rockland Utilities, Inc. and Rockland Electric Com- 
pany, Docket No. E-6827, 20 FPC 205. 

(2) The proposed issuance of Promissory Notes not exceeding $5,200,000, in 
aggregate principal amount, all as described above, will constitute an issuance of 
securities within the purview of Section 204 of the Act. 

(83) The proposed issuance of Promissory Notes not exceeding $5,200,000, in 
aggregate principal amount, all as described above, will be in excess of 5% of 
the par value of the other securities of Applicant, and therefore, will not be 
exempt by virtue of Section 204(e) from the requirements of Section 204(a) of 
the Act. 

(4) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State Commission within 
the meaning of Section 204(f) of the Act, and the proposed issuance is, therefore, 
not exempt by virtue of that Section from the requirements of Section 204 of the 
Act. 

(5) The proposed issuance of Promissory Notes is exempt from the competi- 
tive bidding requirements of Section 34.1a of the Commission’s Regulations under 
the Federal Power Act by reason of Paragraph 34.1a(a) (2) thereof. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance of service by Applicant as a public utility, and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 


The Commission orders: 


(A) The proposed issuance by Applicant of Promissory Notes not exceeding 
$5,200,000. in aggregate principal amount outstanding at any one time, upon the 
terms and conditions and for the purposes set forth in the application, all as 
described above, is hereby authorized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of all 
Notes to be issued pursuant hereto being not later than March 31, 1965. 
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(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost or any other matter whatsoever 
now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


BEN BOLT GATHERING COMPANY, DOCKET NO. G-20032; EAST WHITE 
POINT GATHERING COMPANY, DOCKET NO. G-—20855; ENGEO 
GATHERING COMPANY, DOCKET NO. G-—20356 


ORDER MODIFYING AND ADOPTING INITIAL DECISION OF PRESIDING EXAMINER AND 
DENYING REQUEST FOR ORAL ARGUMENT 


(Issued December 12, 1961) * 


Syllabus 


1. Where to draw the line between companies engaged in pipeline function, 
and other companies, depends on factual determination of whether a com- 
pany’s primary function consists of interstate transportation of gas or some 
other activity. P. 827. 

2. Ben Bolt contention that it functions as a “gatherer” is rejected since it is 
primarily engaged in purchase of “gathered” gas, delivered into a “single 
line” for transportation from area of production to point of sale to major 
interstate pipeline. P. 827. 

8. Commission finds Ben Bolt is an interstate pipeline; classified as a Class C 
natural gas company and, as such, required to file FPC Form No. 2-A. 
P. 828. 

4. Commission issues certificates of public convenience and necessity to appli- 
cants under Section 7 of the Natural Gas Act. P. 828; 834. 


Bradford Ross and David Granger for Ben Bolt Gathering Company, East 
White Point Gathering Company, and Engeo Gathering Company. 

Kenneth W. Wagner for Natural Gas Pipeline Company of America. 

John Paul Geneau for the Staff of the Federal Power Commission. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 

This case is before us on exceptions filed by Ben Bolt Gathering Company 
(Ben Bolt) to an examiner’s decision issued on August 11, 1961, which would 
grant a certificate of public convenience and necessity under subsections (c) 
and (e) of Section 7 of the Natural Gas Act (Act) to Ben Bolt, authorizing 
it to construct and operate certain facilities and sell gas to Natural Gas Pipe- 
line Company of America (Natural). The examiner would also grant certificates 
to Engeo Gathering Company (Engeo) and East White Point Gathering Com- 
pany (East White Point), suppliers of a portion of Ben Bolt’s gas, authorizing 
them to construct and operate certain facilities and sell gas to Ben Bolt. As 
set forth more fully hereinafter, we conclude that the examiner’s decision should 
be modified and adopted and Ben Bolt’s exceptions denied. 

Ben Bolt seeks a certificate authorizing it to construct and operate some 26 
miles of 85-inch line costing some $615,881 by which to deliver and sell to 


*Initial decision appears on p. 829. Rehearing denied by order issued February 8, 1962, 
27 FPC 334. Affirmed 323 F. 2d 610 (CA5—1963). 
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Natural, after processing, 10,000 Mcf of gas per day. In making these deliveries, 
Ben Bolt would also utilize certain facilities owned by others. Ben Bolt would 
purchase the gas for this sale, which would be produced in certain fields in 
southern Texas in Railroad Districts Nos, 2 and 4, from Engeo and East White 
Point, and from two producers. Neither Ben Bolt nor the other two applicants 
herein produce any gas. The initial price for Ben Bolt’s sale to Natural would 
be 20 cents per Mcf. 

Engeo’s facilities for its sale to Ben Bolt, consisting of some 25,000 feet of 
pipe of varying sizes and related facilities, cost some $77,284. Engeo would de- 
liver gas to Ben Bolt at an initial price of 13 cents per Mecf. Engeo would 
purchase its gas from a producer, Engeo Oil and Gas Company, at a price of 
7.5 cents per Mcf. 

East White Point’s facilities for its sale to Ben Bolt, consisting of 4,500 feet 
of 34-inch line and related facilities, cost some $11,213. East White Point would 
deliver gas to Ben Bolt at an initial price of 13 cents per Mcf. East White Point 
would purchase its gas from a producer, Burdette Graham, Operator, at a 
price of 7 cents per Mcf. 

The two producers from which Ben Bolt would purchase a part of its gas 
for the Natural sale are Associated Oil & Gas Company, et al., and Carr] Oil, 
et al. The prices for these producers’ sales to Ben Bolt would be 16 cents and 
15 cents per Mcf, respectively. All the producers’ sales involved in this case— 
these two, and the two which supply Engeo and East White Point—have already 
been certificated by the Commission in the proceedings in Docket Nos. G—20058, 
et al. 

The examiner concluded that the projects of Ben Bolt, Engeo and East White 
Point and their sales of natural gas are required by the publie convenience and 
necessity at the initial prices proposed. No exceptions were filed to this con- 
clusion, with which we agree, for the reasons related in the examiner’s decision. 

The examiner also concluded that Ben Bolt should be classified as a Class C 
pipeline under the general instructions of the Commission’s Uniform System of 
Accounts and should be required to file FPC Form No. 2-A under Section 260.2 
of the Commission’s Regulations under the Natural Gas Act. He reached this 
conclusion even though he found also that Ben Bolt, Engeo and East White 
Point are “independent producers” within the meaning of Section 154.91(a) of 
our Regulations.” The examiner considered that requiring Ben Bolt to file 
Form No. 2-A would yield certain information the Commission staff though 
should be obtained respecting Ben Bolt’s future cost of service, while making 
unnecessary the attachment of a condition recommended by staff. 

Ben Bolt in its exceptions, which were filed on September 20, 1961, contends 
that the examiner erred in classifying it as a “pipeline company” and requiring 
it to file FPC Form No. 2-A. 

First, Ben Bolt argues that it engaged in the gathering of natural gas and 
the transportation thereof in interstate commerce but is not “primarily en- 
gaged in the operation of an interstate pipeline,” in the language of Section 
154.91(a) of our regulations,’ so that it is an “independent producer” thereunder 


1Those producer proceedings were formerly consolidated with these but were severed 
and certificates thereafter granted the producers by order issued March 24, 1961, in the 
dockets cited above. 

2Section 154.91(a) reads in part pertinent: “An ‘independent producer’ as that term 
is used in this part means any person as defined in the Natural Gas Act who is engaged 
in the production or gathering of natural gas and who transports natural gas in inter- 
state commerce or sells natural gas in interstate commerce for resale, but who is not 
primarily engaged in the operation of an interstate pipeline.” 

® Quoted in footnote 2, supra. 
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rather than a pipeline. And it contends that it has applied for and received 
a temporary authorization as an “independent producer.” Second, Ben Bolt 
argues that the Commission intended to and did promulgate separate, simplified 
regulations for producers and gatherers, as distinguished from pipelines; that 
the Commission and the regulated interests have recognized and relied on the 
distinction between the two; and that these regulations must be applied con- 
sistently and uniformly to all without deviating from the regulations or failing 
to apply them. 

Third, Ben Bolt argues that the differences between “independent producers” 
including gatherers, as distinguished from pipeline companies, are such as to 
justify different regulations for the two different types of companies, Fourth, 
Ben Bolt contends that applying to gatherers the comprehensive reporting and 
accounting obligations required of large interstate pipeline companies would 
unduly burden the former. Finally, Ben Bolt argues that the examiner in- 
correctly construed the Commission precedents on which he relied in holding 
Ben Bolt to be a pipeline company. 

We conclude that the examiner’s decision should be affirmed on these issues 
also. As to Ben Bolt’s first argument, that it cannot be properly classified as an 
“interstate pipeline” under Section 154.91(a) of our regulations quoted supra, 
footnote 2, whether Ben Bolt is an independent producer or a pipeline depends on 
whether it is “primarily engaged in the operation of an interstate pipeline,” 
in the language of that section. In classifying Ben Bolt and companies like 
it under this section, the consideration of decisive importance, in our view, is 
whether the company is engaged predominately in the transportation of gas 
in interstate commerce, as compared to other functions it may carry out. For 
the transportation of gas in interstate commerce is a key distinguishing function 
of a pipeline company, and such transportation we must regulate under Section 
1(b) of the Act. Reasonably and necessarily, therefore, where to draw the line 
between companies engaged in the pipeline function, and other companies, de- 
pends on a factual determination of whether a compay’s primary function con- 
sists of the interstate transportation of gas or some other activity. 

The facts here establish that Ben Bolt’s movement of gas through its pipe- 
lines from the points at which it receives gas to the points at which it delivers 
gas to Natural is the transportation of gas in interstate commerce, and that 
this is its primary function. The record discloses that approximately 26 miles 
of 85¢-inch pipeline have been constructed from a connection with the gathering 
system of Associated Oil and Gas Company, et al., in Jim Wells County, Texas, 
to the point of sale to Natural. Further, 23 miles of line to be leased from others 
will be operated by Ben Bolt to transport gas purchased from Engeo, East White 
Point and Carrl Oil. It is thus obvious that Ben Bolt will not “gather” gas 
within the meaning of that term as normally used, but will purchase “gathered” 
gas for transportation and resale to Natural. 

In Barnes Transportation Company, Inc., Docket No. G—-7348, 18 FPC 369, we 
said: 

in the ordinary concept of the word “gathering” as used in the na- 
tural-gas industry it means (sic) the collecting of gas from various wells 
and bringing it by separate and individual lines to a central point where 
it is delivered into a single line. Following this concept, “gathering” is 
considered to have ended when the gas reached the “central point” for 
delivery into a single line. 


Under the facts of this case, Ben Bolt cannot validly claim that it functions 
as a “gatherer”’; it clearly is primarily engaged in the purchase of “gathered” 


Ss 


gas delivered into a “single line” for transportation from the area of production 
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to the point of sale to a major pipeline company, Natural, for further trans- 
portation in interstate commerce. 

Ben Bolt is not as large a pipeline company as is Natural, the buyer of its 
gas, which operates a pipeline extending from Texas to Chicago. However, 
Ben Bolt’s function, the transportation of gas in interstate commerce, is the 
same. It is true that Ben Bolt and other companies similarly situated have 
been referred to as “gatherers.” But their primary function is that of trans- 
porting gas for sale to pipeline companies. Their facilities are, in substance, 
extensions of the major pipeline systems. Their operations, in our opinion, 
constitute transportation rather than gathering and should be so treated. 

As to Engeo and East White Point, it seems from the record that the gas of 
both these companies is being collected within a single field and brought to 
central points for delivery to Ben Bolt. On this basis, these companies are 
gatherers, in substance extensions of the producers, and not pipeline companies 
under our regulations. 

The holding that Ben Bolt and other companies conducting similar operations 
which come before us must conform to our Uniform System of Accounts does not 
impose an undue burden on such companies, since our System of Accounts pro- 
vides simplified requirements for the smaller companies. Ben Bolt, for example. 
is a Class © natural-gas company, defined in the General Instructions to the 
System as a natural-gas company having annual gas operating revenues of 
$150,000 or more but less than $1,000,000, and it is subject to the simplified 
accounting requirements prescribed for this category. Even simpler require- 
ments are prescribed for smaller companies.‘ 

Finally, the examiner correctly applied the Commission precedent contained 
in our order issued June 20, 1961, in Oil Incorporated (operator), et al., Docket 
No. C1I60-170, 25 FPC 1178. See also our Opinion No. 348 in Lo-Vaca Gathering 
Company, Docket Nos. C160-693, et al., 26 FPC 606. Anything to the contrary 
in our order issued November 22, 1960, in Tevaco Inc., Docket Nos. G—18078, et al., 
24 FPC 979, is hereby overruled. 

In the light of the foregoing, the examiner’s decision should be modified by 
reversing the finding, infra, at page 832, of his decision that Ben Bolt is an 
independent producer within the meaning of Section 154.91(a) of our regulations. 
On the contrary, Ben Bolt is an interstate pipeline within the meaning of our 
regulations and we so find. 


The Commission further finds: 


The initial decision of the presiding examiner issued herein on August 11, 
1961, should be modified as hereinafter ordered and as so modified should, to 
the extent consistent with this order, be adopted by the Commission as its 


decision in this case. No useful purpose would be served by permitting oral 
argument as requested by Ben Bolt. 


The Commission orders: 


(A) The initial decision of the presiding examiner issued herein on August 11, 
1961, should be modified by reversing his finding that Ben Bolt is an independent 
producer under the Commission’s Regulations under the Natural Gas Act. 

(B) As modified in accordance with the foregoing, the initial decision of the 
presiding examiner is, to the extent consistent herewith, adopted by the Commis- 
sion as its decision in this case as of the date of issuance of this order. 

(C) Ben Bolt’s request for oral argument is denied. 


*The Uniform System of Accounts for Class D pipelines contains even simpler require- 


ments for natural-gas companies having annual gas operating revenues of $25,000 or 
more but less than $150,000. 











FEDERAL POWER COMMISSION 829 


DECISION 
UPON THREE APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued August 11, 1961) 


Levy, Presiding Examiner: This proceeding concerns three applications for 
certificates of public convenience and necessity filed pursuant to Section 7(c) 


of the Natural Gas Act relating to the purchase and sale of natural gas in 
south Texas (Railroad District Nos. 2 and 4) and covers facilities totalling 
$704,379.95. Ben Bolt seeks authorization for the gathering, sale, and delivery 
to Natural Gas Pipeline Company of America (Natural) of 10,000 Mcf per day 
at 20 cents per Mcf which it buys from East White Point and Engeo, and from 
Associated Oil and Gas Company et al. (Associated) Docket No. G—20058, and 
Carrl Oil et al., Docket No. G—20331, at an average price of approximately 15.2 
cents per Mcf.* Ben Bolt commenced operations on April 25, 1960, pursuant to 
a temporary authorization issued February 17, 1960. The facilities went into 
service on August 27, 1960. 

Engeo Gathering Company (Engeo) and East White Point Gathering Company 
(East White Point) seek authorization for the gathering, sale, and delivery 
of natural gas to Ben Bolt. Both Engeo and East White Point have constructed 
facilities to pick up gas at the wellhead and compress it for sale and delivery to 
Ben Bolt under temporary authorizations issued February 17, 1960. 

The four producers, originally consolidated with the instant dockets for hear- 
ing, were issued permanent certificates of public convenience and necessity under 
the Commission’s shortened procedure (Sec. 1.30(c)(2)) authorizing the sales 
involved in this proceeding.? 

By order dated February 17, 1961, Natural Gas Pipeline Company of America 
(Natural) was permitted to intervene. Natural is the sole purchaser of all of 
the gas involved in this proceeding. 

Pursuant to notice, a formal hearing was held and concluded on February 27, 
1961. Briefing was completed on May 17, 1961. 


THE ISSUE 


The principal issue in this proceeding is whether the certificates should be con- 
ditioned so as to require each applicant to file cost-of-service data after the first 
two years of operation based upon actual operating experience, along with re- 
vised rate schedules, if necessary; and to require Ben Bolt to reduce the price 


at which it proposes to sell gas to Natural from 20 cents per Mcf to 18 cents per 
Mcf. 


1 The details may be summarized by the following tabulation: 


Source of gas Ben Bolt 


(cents per 
Mcf) 


Price to 
Docket 
0. 


G-20355 East White Point Gather- | Midway Field Area, East White Point Field, 13.0 
ing Company. San Patricio County, Texas, District 4. 

G-20356 Engo Gathering Com- | Midway Field Area, South Taft Field San Pa- 13.0 
pany. tricio County, Texas, District 4. 

G-20058 Associated Oil & Gas Co. | Various units leases and acreage Jim Wells, 16.0 
et al. Duval, and Nueces Counties, Texas, Dis- 

trict 4. 
G=20331 Carr] Oil et al Papalote Field, Bee County, Texas, District 2. 15.0 


2 Associated, Carrl Oil, Engeo Oil and Gas Company, Operator, and Burdette Graham, 
Operator, Order dated March 24, 1961, Docket No. G—20058 et al. 
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FACILITIES AND OPERATIONS 


Ben Bolt has constructed and is operating approximately 26 miles of 85¢-inch 
line to deliver the gas produced by Associated in District 4 tu the South-Tex 
gasoline plant, where it is processed and delivered to Natural. The capacity of 
this line is 20 million feet a day, and the total cost of these facilities is approxi- 
mately $615,881.75. 

sen Bolt also utilizes 23 miles of existing natural gas facilities on both sides 
of Natural’s pipeline owned by Coastal States Gas Producing Company (Coastal) 
and the Bee County Joint Venture. Ben Bolt is a subsidiary of Coastal. These 
facilities enable Ben Bolt to deliver to Natural the gas which it purchases from 
Carrl Oil in the Papalote Yield (District 2) and from Engeo and East White 
Point (District 4>. Ben Bolt is permitted to utilize the six-mile coastal line 
from the East White Point delivery point in consideration of Ben Bolt’s agree- 
ment to operate and maintain these facilities at its sole cost and expense. It 
pays 214 cents per Mcf to Joint Venture for the use of its 17-mile line on the gas 
coming from the Papalote, East White Point, and South Taft Fields. 

East White Point’s facilities consist of 4,500 feet of 7-inch line and two sepa- 
rators required to transport Burdette Graham gas from the field to Ben Bolt. 
These facilities cost $11,213.51. 

The total cost of facilities °* required by Engeo to transport gas from the 
South Taft Field to Ben Bolt is $77,284.69. 

East White Point estimates its average annual revenue over a period of 20 
years at $8,061. Engeo’s average annual revenues over a period of 11 years are 
estimated at $14,000. There is a six-cent spread between the price at which East 
White Point buys gas (seven cents per Mcf) and the 138 cents it receives from 

3en Bolt. Engeo also receives 13 cents from Ben Bolt for gas which it purchases 
from the field at 7.5 cents, a spread of 5.5 cents. 
Ben Bolt’s annual revenues are estimated at $730,000 based on the sale of 


‘ 


10,000 Mcf per day at 20 cents per Mcf—a weighted average spread of ap- 


proximately 5 cents above the price paid by Ben Bolt to Engeo and East White 
Point. 


THE EVIDENCE 


Four witnesses testified on behalf of applicants: Ira A. Brinkerhoff, Geologist; 
S. A. Storey, Managing Partner in Engeo and East White Point; Jack Ware, 
Vice President of Ben Bolt; and Joseph Benson, Consulting Engineer. Appli- 
ecants also introduced in evidence five exhibits relating to reserves, costs, and 
earnings. Incorporated by reference were seven items covering related certificate 
applications, rate schedules, and an economic feasibility study of Ben Bolt pre- 
pared by Mr. Benson. Staff and interveners presented no witnesses or exhibits. 

Brinkerhoff testified that Ben Bolt has sufficient gas reserves available from 
the dedicated properties for the full 20-year contract period to supply a daily 
volume of 10,000 Mcf at 14.65 psia as required—a total of 103,576,000 Mcef, 
computed on a pressure base of 14.73 psia. 

S. A. Storey testified that the Engeo and East White Point gathering systems 
were organized to obtain a market outlet, not otherwise available, for the 
producing fields. Other producers and Ben Bolt were unwilling to join this 
gathering system because they were doubtful that the operation would pay out. 
Storey stated that, while he was disappointed in the reserves shown by Brinker- 
hoff, he went ahead because he stood to lose his investment in the production 


22 10,000 feet of 3%4-inch line; 8,500 feet of 414-inch line; 6,500 feet of 24-inch line: 


4 separators and meter runs plus 2 large separators and a 450 horsepower two-stage 
Clarke Compressor. 
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facilities unless he could get the gas to market. He felt that Engeo’s operations 
would be limited to 11 years, and that, at the 5.5 cent spread between its cost 
of gas and the price to Ben Bolt, its average annual revenues will be approxi- 
mately $14,000 per year—$1,500 less than estimated annual operating costs of 
$15,500. He stated that the East White Point operation has been financially 
disappointing, although the Brickerhoff reserve study showed a 20-year supply, 
and that the annual cost of operation would approximate average annual reve- 
nues of $8,061. He concluded that the project would lose money rather than 
show a profit. The gas delivered by both systems, he stated, is low pressure 
gas with a high salt water content and resulting corrosion in the gathering 
lines. 

Ware testified that the Ben Bolt system “Connects up with and provides a 
market for several relatively small reserves which would not otherwise have 
a market outlet” (Tr. 75). The reserves developed thus far have not lived up 
to Ben Bolt’s expectations, but additional reserves may be developed. Ware 
emphasized the economic consequences of an overestimate of reserves to a 
small project such as Ben Bolt. 

Benson presented three exhibits dealing with economic feasibility, the cost 
of the facilities constructed by Ben Bolt, and a forecast of Ben Bolt’s earnings 
and expenses for each of the first three years of operation. Annual gas sale 
revenues of $730,000 were estimated on the basis of a volume of 10,000 Mcf per 


day, the contemplated delivery quantity, at an average weighted cost of approxi- 
mately 15.2 cents per Mcf. 


DISCUSSION 


These small gathering projects have been financed, constructed, and placed 
in actual operation. The gas supply appears needed, adequate, and available 
as required. The Staff does not oppose the issuance of permanent certificates 
of public convenience and necessity to each of the applicants authorizing the 
sales, construction, operation, and services proposed. However, it alleges that 
the three applicants have failed to justify the cost of gathering—the spread be- 
tween their buying and selling prices. Consequently, Staff argues that all three 
certificates should be conditioned so as to require further cost-of-service filings 
in the future.” In addition, Staff contends that Ben Bolt should be required 
to reduce the price at which it proposes to sell gas to Natural from 20 cents 
to 18 cents per Mef. 

(1) Applicants are engaged principally in the gathering of relatively small 
amounts of gas for sale to Natural. As such, they are independent producers 
within the meaning of Section 154.91(a) of the Regulations under the Natural 
Gas Act. They are also pipelines for the purpose of examining the validity 
of their rates. As stated by the Commission in Texaco, Inc. et al., Docket No. 
G-—18078, issued November 22, 1960, “South Texas does not produce gas; it 
gathers gas and transports some of it from points near the Mexican border in 
a northerly direction to the points of interconnection with Transco and Peoples 
Gulf. We think under the circumstances that for the purposes of examining 
the validity of its rates South Teras should be treated as a pipeline under the 
cost rate base method. We think that the Joint Venture, an ‘independent 
producer’ within the meaning of the definition in our regulations (Section 154.91 
(a)) should be treated in the same way, as it is an integral part of South 


Texas’ operation.” (Emphasis supplied.) 





2The requested condition reads: “1. That within 60 days after the first two years of 
operations which began in September of 1960, each Applicant shall file detailed data 
setting forth an acceptable cost of service upon the basis of actual experience together 
with revised rate schedules, if necessary, reflecting the cost of service data.” (Staff br. 
p. 23.) 
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In Oil, Inc., et al., Docket No. CI60—170, issued June 20, 1961, the Commission 
adopted in pertinent part an initial decision of the Presiding Examiner re- 
jecting a Staff recommendation that the certificate to Grand Valley be con- 
ditioned upon the filing of cost-of-service data based upon actual operating 
experience. The initial decision found that Grand Valley, a gatherer transport- 
ing gas purchased from Oil some 16 miles to El Paso’s main line facilities, was 
engaged in the operation of an interstate pipeline and should be required to file 
FPO Form No. 2A as provided by Section 260.2 of the Commission’s Regula- 
tions under the Natural Gas Act. Natural gas companies having annual gas 
operating revenues of $150,000 or more, but less than $1,000,000, are classified 
under the general instructions of the Commission’s Uniform System of Accounts 
as being in Class C. Ben Bolt’s annual revenues are estimated at $730,000. Ac- 
cordingly, like Grand Valley,’ it should be classified as a Class C pipeline and 
required to file FPC Form No. 2A as provided by Section 260.2 of the Commis- 
sion’s Regulations. The filing of such Form 2A by Ben Bolt would appear to 
provide the required information, thus eliminating the necessity for an ad hoc 
condition attached to the certificate. 

Class D companies, as defined in the Commission’s Uniform System of Ac- 
counts, are those having annual gas operating revenues of $25,000 or more, 
but less than $150,000. The annual revenues of East White Point are estimated 
at $8,061, Engeo at $14,000. Consequently, they are not within the classification 
of utilities required to file Form No. 2A under the Commission’s Uniform System 
of Accounts, and Section 260.2 of the Commission’s Regulations. 

Staff alleges that East White Point and Engeo are marginal operations “so far 
as the necessary cost-price relations” are concerned, but urges the imposition 
of ad hoc cost-of-service filings in the future, on the ground that these condi- 
tions appear to be necessary to protect the public from the adverse effects in- 
herent in the proposal which might materialize in the future. (Staff br. p. 9.) 

In support of these reporting requirements, Staff argues that East White 
Point revenues should be 9,499.08 rather than $8,061, and that Engeo’s revenues 
should be estimated at $6,996.13 rather than $14,000. 

Whether the revenues are overstated or understated, and whichever figures 
are used, they do not justify imposing additional reporting requirements, beyond 
those now required by Commission Regulations, upon either East White Point 
or Engeo. Both are marginal, minimal operations. The public is protected in 
that the gas purchase contracts from the producers and the gas sales contracts 
to Ben Bolt are fixed price contracts. The 7.5 cents paid to the producers and 
the 13-cent price received by East White Point and Engeo for their gathered 
gas are well below the level for initial sales at the wellhead in Texas Railroad 
District Nos. 2 and 4, as set by the Commission in its Statement of General 
Policy No. 61-1 issued September 28, 1960. Nor is there any evidence indicating 
that the price is unreasonable or excessive on a cost basis. The testimony is to 
the contrary. The risk suggested in this record is that of not earning enough 
revenue, not that of possibly earning too much. I find, therefore, no basis for 
imposing ad hoc reporting requirements not presently required by existing 
regulations. 

(2) Ben Bolt presented cost-of-service evidence, including a forecast of its 
earnings and expenses for each of the first three years of operation, to support 
its gathering charges and justify the approximately five-cent spread between 
the price at which it buys and sells gas. (Exhibits Nos. 3, 4, 5, and Item G 


® The net operating revenues projected by Grand Valley amounted to $174,703 annually ; 
gross operating revenues were estimated to be $574,875 annually. 
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by reference.) Ben Bolt’s cost evidence was not rebutted or contradicted. No 
contrary testimony was presented. Staff alleges, however, that Ben Bolt’s cost- 
of-service study is defective, that the rate of return of 7% percent provided 
is too high, that depreciation at the rate of 4.32 percent is excessive, and that 
certain other expenses shown appear to be too high and have not been justified. 
Accordingly, Staff concludes that the spread between Ben Bolt’s buying and 
selling prices is too high and that its certificate should be conditioned so as to 
require a reduction of the price at which it proposes to sell gas to Natural from 
20 cents to 18 cents per Mcf. 

The 18-cent figure was not proposed by any witness and does not appear in the 
testimony or exhibits. Its origin and justification are not discussed. Nor is 
there any analysis of the effect the imposition of an 18-cent price condition would 
have on Ben Bolt’s revenues and operations. 

The requested 18-cent price condition appears to be based on the level for 
initial sales at the wellhead in Texas Railroad District Nos. 2 and 4, as set by the 
Commission in its Statement of General Policy No. 61-1, issued September 28, 
1960. However, Staff does not contend that the policy statement is, or should be, 
applicable to Ben Bolt.’ Moreover, the Commission in its order of February 
17, 1961, severing the four producer applicants in this proceeding, noted that all 
of the gas involved is produced and sold in District Nos. 2 and 4, at prices below 
the area price, and that the applications of those producers “constituting sales 
by the producers of the gas involved and each being the first sale after produc- 
tion, fall within the scope of the policy statement and are otherwise consonant 
therewith.” (Fn. omitted.) 

This would suggest that Ben Bolt, which, as Staff notes, is nothing more than 
a little pipeline, is outside the scope of the policy statement. The first sale after 
production here was at 7, 7.5, 15, and 16 cents. The second sale to Ben Bolt by 
Engeo and East White Point, after field gathering and compressing, is at 13 
cents—well below the area price. Even if Ben Bolt were deemed to fall within 
the initial price ceiling, its gathering charges have been justified on “the cost 
rate base method” through the presentation of cost-of-service evidence to support 
its gathering charges. (See Exhibits Nos. 3, 4, 5, and Item G by reference.) 

In The Pure Oil Company v. F.P.C., U.S.C.A. 7th, decided July 7, 1961 (pet. 
for rehearing filed July 31, 1961) the Court stated: 

The promulgation of policy and area ceiling prices does not conclusively 
establish the proposed rates as applicable in any particular case. The State- 
ment does not purport to preclude the possibility of a finding that a rate 
other than the area ceiling price may be in the public interest where the 
finding is based on an evidentiary record reflecting all pertinent factors. 

Based upon the uncontroverted cost-of-service evidence presented by Ben Bolt, I 
conclude that its gathering charges are not excessive or out of line, and are sup- 
ported by the cost of operating its facilities. 

Moreover, the imposition of an 18-cent price condition would probably result 
in a net operating loss. Ben Bolt’s Exhibit No. 4 shows total operating deduc- 
tions of $685,568 for the first year of operation and operating revenues of $730,000 
based on the sale of 10,000 Mcf per day at 20 cents per Mcf. If, as proposed by 
Staff. the price were reduced to 18 cents per Mef, operating revenues would 


*The only reference is contained in the last paragraph of Staff’s brief (p. 24) under 
“Requested Conditions.” 

5See also Valley Gas Transmission, Inc., G-19618 (December 29, 1960) where Staff 
agreed that the Commission's policy statement was not applicable to sales by the gatherer 
to Tennessee in south Texas (Districts 3 and 4). No exceptions were filed to the initial 
decision, 25 FPC 233 at 241. 


695—488S—64 55 
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fall to $657,000. Even a 19-cent rate would appear to produce operating reve- 
nues below requirements.® 


ADDITIONAL FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record in this proceeding, including the ap- 
plications, the evidence adduced, and the briefs filed, it is found and concluded, 
in addition to the findings and conclusions heretofore set out, that: 

(1) Engeo Gathering Company and East White Point Gathering Company 
propose to purchase natural gas from producers in San Patricio County in 
south Texas and gather and deliver such gas to Ben Bolt Gathering Company 
pursuant to their contracts therewith, all as more fully described in the 
applications, contracts, and evidence set forth in the record. 

(2) Ben Bolt Gathering Company proposes to purchase natural gas from 
various producers and gathering companies in certain fields in Bee, San 
Patricio, Duval, Nueces and Jim Wells Counties in south Texas and gather 
and deliver such gas to Natural Gas Pipline Company of America pursuant 
to a contract dated August 20, 1959, all as more fully described in the applica- 
tions, contracts, and evidence set forth in the record. 

(3) Applicants will be by reason of the foregoing “natural gas companies” 
within the meaning of the Natural Gas Act, subject to the provisions thereof 
and the Rules and Regulations of this Commission promulgated thereunder. 

(4) Ben Bolt Gathering Company should be classified as a Class C pipe 
line company and, as such, required to file FPC Form No. 2A as provided by 
Section 260.2 of the Commission’s Regulations Under the Natural Gas Act. 

(5) Applicants are able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(6) The proposed authorizations which applicants seek herein are required 
by the public convenience and necessity and certificates should therefore be 
issued as hereinafter ordered. 

ORDER 


WHEREFORE, IT IS ORDERED, subject to review by the Commission that: 

(A) Certificates of public convenience and necessity be and the same are 
hereby issued to Ben Bolt Gathering Company, Engeo Gathering Company, 
and East White Point Gathering Company authorizing the gathering and sale 
of natural gas, together with the construction and operation of certain facilities, 
all as more fully described in the applications, contracts, and evidence set 
forth in the record. 

(B) Ben Bolt Gathering Company is hereby classified as a Class C pipe- 
line company as described in the Commission’s Uniform System of Accounts 


* The following computations based on HExhibit 4 {illustrate the effect of a reduction in 
operating revenues on Ben Bolt’s earnings. 


Operating revenues 10,000 Mcf/D @ 18¢_....----- ~~~ $657, 000 
Total operating deductions per exhibit #4, $685,568 less Federal in- 
I GR OE Ge ala eich necinin dlticncin cid Mandaiccbnindibataibedens 675, 224 
one SO TARE OF CI) srr iiccctdittbtntinminnaes (18, 224) 
Operating revenues 10,000 Mcf/D @ 19¢---..--.~--.--~--------. 693, 500 
Total operating deductions per exhibit #4 less Federal income taxes._...§ 675, 224 
Gas operating Incste GF. (1008) ccncucdcndnecsatnencieadiune 18, 276 
Sa ee ee ee 24,127 
TGS SRG BE Rais ec ised cece tia inieiiin (5, 851) 
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prescribed for natural gas companies and, as such, is hereby ordered to file 
FPO Form No. 2A as provided by Section 260.2 of the Commission’s Regulations 
under the Natural Gas Act. 

(C) There shall attach to the issuance of the certificates granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder, the 
general conditions applicable to certificates as set forth in Section 157.20, 
subsections (a), (c)(4), and (e) of the Commission’s regulations under the 
Natural Gas Act. 

(D) Each of the certificates issued in paragraph (A) hereof is not trans- 
ferable and shall be effective only so long as the applicants therefor continue 
the acts or operations hereby authorized in accordance with the provisions of 
the Natural Gas Act, and the applicable rules and regulations and orders of 
the Commission. 

(E) The grant of the certificates in paragraph (A) hereof shall not be 
construed as a waiver of the requirements of Section 4 of the Natural Gas 
Act, of Section 154 of the Commission’s Rules and Regulations thereunder 
requiring the filing of rate schedules for the service herein authorized or 
of any of the Commission’s reporting and accounting requirements adopted 
pursuant to the Nautral Gas Act and is without prejudice to any findings or 
orders which may hereafter be made by the Commission in any proceeding 
now pending or hereafter instituted by or against these applicants. 

Wruiam C. Levy, 
Presiding Examiner. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuyken- 
dall, Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


CITIES SERVICE PRODUCTION COMPANY, ET AL., DOCKET NO. G-—9510, 
ET AL, 


ORDER DENYING MorTION To SEVER AND TERMINATE 
PROCEEDINGS UNDER SECTION 5(a) 


(Issued December 12, 1961) 


On November 8, 1961, Cities Service Production Company and Cities Service 
Petroleum Company (jointly referred to herein as “Cities Service’) filed a 
motion in the above-entitled consolidated proceedings requesting the Commission 
to sever the proceedings involved in Docket Nos. G—-12780 and G—16360 from 
the consolidated proceedings and to terminate the same. The proceedings in 
Docket. Nos. G-12780 and G-16360 involve Section 5(a) investigations under 
the Natural Gas Act into the justness and reasonableness of the jurisdictional 
rates of Cities Service Production Company and Cities Service Petroleum Com- 
pany, respectively. The remaining proceedings consolidated in the above- 
entitled matter involve proposed increased rates, which were suspended by the 
Commission under Section 4(e) and have been made effective subject to refund. 

In support of their motion, Cities Service cite the Commission’s decision in 
Phillips Petroleum Company, Opinion No. 338, 24 FPC 537; the Statement of 
General Policy No. 61-1, issued concurrently therewith; and Examiner's de- 
cisions in Tidewater Oil Company, et al., Docket No. G—13310, et al., and Hunt 
Oil Company, et al., Docket No. G-9065, et al. In all of the cited cases, the 
Section 5(a) proceeding against the respondent company was dismissed or recom- 
mended for dismissal by the Examiner. 
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On November 20, 1961, Long Island Lighting Company, an intervenor, filed 
an answer to Cities Service’s motion requesting the Commission to deny said 
motion. 

Hearings in these proceedings have progressed to the point where Cities Ser- 
vice have presented their rebuttal case, and a tentative date for cross-examin- 
ation of the rebuttal case has been set by the presiding examiner. In addition, 
it is noted that both the staff and Cities Service have presented cases based on 
their respective interpretations of our decision in Opinion No. 338. In this 
posture of the proceedings, it would not be in the public interest to grant Cities 
Service’s motion and terminate the Section 5(a) proceedings. 


The Commission finds: 


Good cause has not been shown for granting Cities Service’s motion filed here- 
in on November 8, 1961. 


The Commission orders: 


Cities Service’s motion filed herein on November 8, 1961, is hereby denied 
without prejudice to renewal of the motion at a later date. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. CP62-64 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued December 12, 1961) 


On September 14, 1961, El Paso Natural Gas Company (Applicant) filed 
in Docket No. CP62-64 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
construction of small scale routine “budget-type” facilities during the calendar 
year 1962, the operation thereof, and the sale of natural gas by the use thereof 
to Applicant’s existing authorized resale customers for resale for general dis- 
tribution and for resale on a limited-term project basis for well drilling 
operations, all as more fully set forth in the application. 

The proposed facilities consist of : 

A. Facilities required for natural gas service to existing authorized custom- 
ers for resale for general distribution : 

1. Not more than 30 main line taps, together with the necessary standard 
appurtenances for the operation thereof, through which Applicant proposes 
to sell and deliver from 50 to 500 Mcf of natural gas per day per installation, 
to existing authorized resale customers of Applicant in Colorado, Utah, Wyo- 
ming, Idaho, Oregon, Washington, Texas, New Mexico, and Arizona, at an esti- 
mated cost of $400 for each installation and an aggregate cost not to exceed 
$12,000 ; 

2. Not more than 25 main line measuring and regulating and/or check meter- 
ing stations, together with main line tap facilities and the necessary standard 
appurtenances for the operation thereof, through which Applicant proposes to 
sell and deliver from 50 to 5,000 Mcf of natural gas per day per installation to 
existing authorized resale customers of Applicant, at various locations along 
the transmission pipeline system of Applicant as above, or adjacent to the trans- 
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mission pipeline system of Pacific Gas Transmission Company (Pacific),* at 
an estimated cost of $2,000 to $7,000 for each installation and an aggregate cost 
not to exceed $175,000 ; 

3. Not more than 3 lateral or branch pipelines of not less than 2% inches 
nor more than 65 inches outside diameter together with related main line 
taps, measuring and regulating and/or check metering stations, and the neces- 
sary standard appurtenances for the operation thereof, through which Appli- 
cant proposes to sell and deliver from 50 to 5,000 Mcf of natural gas per day 
per line to existing authorized resale customers of Applicant, to be installed 
at various locations along and extending either from the transmission pipelines 
of Applicant or the pipeline system of Pacific, at an estimated cost not to exceed 
$350,000 for each installation and an aggregate cost not to exceed $1,050,000. 

B. Facilities required for natural gas service to existing authorized customers 
for resale for well drilling operations: 

1. Not more than 15 main line or field system taps, together with the stand- 
ard appurtenances for the operation thereof, at an estimated cost of $400 for 
each installation and an aggregate cost not to exceed $6,000; 

2. Portable measuring and regulating facilities, together with the standard 
appurtenances necessary for the operation thereof, to be installed at up to a 
total of 15 main line or field system tap locations, at an estimated cost of $1,200 
for each installation and an aggregate cost not to exceed $18,000. 

Estimated volumes of natural gas to be delivered for resale for general dis- 
tribution during the third year after the initiation of the service proposed in 
the application are as follows: 


Mef at 14.73 psia 


Peak day Aggregate 
annual 


ee 50-500 per tap 
25 measuring and regulating stations... -........... 50-5,000 per station 
SRRRSNEE CP UNMET ick cc ccc ccdticcdecenensinese 50-5,000 per line 


The gas requirements for well drilling operations are for limited terms and 
are estimated to range in volume from 200 Mcf to 3,000 Mcf per day per well, 
and the normal duration of drilling operations for each such well is anticipated 
to range from 30 to 90 days, with an annual volume to be delivered in all such 
sales not to exceed 300,000 Mcf. The measuring and regulating facilities will 
be of a portable nature and thus may be utilized at successive locations follow- 
ing their removal from a prior drilling gas tap location. 

The estimated maximum cost of all facilities for which authorization is 
sought is $1,261,000. No additional financing will be necessary for the pro- 
posed facilities. 

No increase in main line capacity is proposed. 

Rates for the proposed service will be charged pursuant to Applicants appli- 
cable FPC Gas Tariff. 

The purpose of this “budget-type” application is to enable Applicant to sell 
natural gas to existing authorized customers for resale for general distribution 


1 Pacific, under authority issued in Docket No. G—17350, will transport for the account 
of Applicant natural gas to be purchased by Applicant from Westcoast Transmission 
Company at Kingsgate, British Columbia. Deliveries of natural gas so transported will 
be made by Pacific to Applicant at delivery points specified by Applicant along Pacific's 
pipeline in Idaho, Washington, and Oregon. 
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and for well drilling operations during the calendar year 1962 without filing a 
separate application for each new delivery facility. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
November 30, 1961, respecting the matters involved in and the issues presented 
by the applicant herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 
















































The Commission finds: 





(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas” company 
within the meaning of the Natural Gas Act as heretofore found by the Com- 
mission in its order of October 29, 1942, in Docket Nos. G-242 and G—257 
(3 FPC 851). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation in this proceeding, are proposed to be used in the transportation and sale 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations thereunder. 

(4) The construction and operation of the facilities and the sale of natural 
gas as proposed by Applicant are required by the public convenience and neces- 
sity and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(5) It is appropriate and necessary in carrying out the provisions of the 
Natural Gas Act and the Commission’s Regulations thereunder that Applicant 
should submit under oath, on or before March 1, 1963, a report giving all perti- 
nent details of the construction and service performed under the certificate, 
including the names and locations of customers and of the respective projects, 
the facilities installed, the actual final cost of each project, the volumes of gas 
sold annually and on maximum days to each customer and the applicable FPC 
Gas Tariff to each customer; and further, with regard to the facilities con- 
structed and operated and to the sales made for well drilling operations, the 
report should include the revenues received from each customer and the dates 
of commencement and termination of service to each customer. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter granted to Applicant and to the exercise of the 
rights granted thereunder. 

(7) The authorization hereinafter granted to Applicant should be limited to 
construction during the calendar year 1962, with said construction limited to 
30 main line taps not to exceed a total cost of $12,000; 25 meter stations not to 
exceed a total cost of $175,000; 15 main or field line taps for well drilling pur- 
poses not to exceed a total cost of $6,000; 15 portable meter stations for well 
drilling purposes not to exceed a total cost of $18,000; 3 lateral pipelines of up 
to 656 inches outside diameter, at a total cost not to exceed $1,050,000, with 
no single lateral to exceed a cost of $350,000; all for the purpose of delivering 
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natural gas to existing authorized resale customers of Applicant under Appli- 
eant’s applicable FPC Gas Tariff. 

(8) The authorization hereinafter granted to Applicant should limit sales 
and deliveries for general distribution to a maximum of 500 Mcf per day per 
tap, 5,000 Mcf per day per meter station, and 5,000 Mcf per day per lateral 
pipeline, and the total annual sales and deliveries of natural gas for general 
distribution should be limited to a maximum of 9,450,000 Mcf. The volumes of 
natural gas sold and delivered for drilling operations should be limited to a 
maximum of 3,000 Mcf per day per well with a total annual volume for said 
sales not to exceed 300,000 Mcf. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing El Paso Natural Gas Company to construct and operate 
the proposed facilities and to sell natural gas, as hereinbefore described and 
as more fully described in the application in this proceeding, upon the terms and 
conditions of this order. 

(B) Applicant shall submit under oath, on or before March 1, 1963, a report 
giving all pertinent details of the construction and service performed under the 
certificate granted in paragraph (A) above, including the names and locations 
of customers and of the respective projects, the facilities installed, the actual 
final cost of each project, the volumes of gas sold annually and on maximum days 
to each customer and the applicable FPC Gas Tariff to each customer; and 
further, with regard to the facilities constructed and operated and to the sales 
made for well drilling operations, the report should include the revenues received 
from each customer and the dates of commencement and termination of service 
to each customer. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) above and to the exercise 
of the rights granted thereunder. 

(D) The authorization granted in paragraph (A) above is hereby limited to 
construction during the calendar year 1962, with said construction limited to 30 
main line taps not to exceed a total cost of $12,000; 25 meter stations not to 
exceed a total cost of $175,000; 15 main or field line taps for well drilling 
purposes not to exceed a total cost of $6,000; 15 portable meter stations for 
well drilling purposes not to exceed a total cost of $18,000; 3 lateral pipelines 
up to 65 inches outside diameter, at a total cost not to exceed $1,050,000, with 
no single lateral to exceed a cost of $350,000; all for the purpose of delivering 
natural gas to existing authorized resale customers for Applicant under Appli- 
cant’s applicable FPC Gas Tariff. 

(E) The authorization granted in paragraph (A) above is hereby limited to 
deliveries for general distribution to a maximum of 500 Mcf per day per tap, 
5,000 Mcf per day per meter station, and 5,000 Mcf per day per lateral pipeline, 
and the total annual deliveries of natural gas for general distribution shall not 
exceed 9,450,000 Mcf. The volumes of natural gas sold and delivered for drilling 
operations shall not exceed 3,000 Mcf per day per well with a total annual 
volume for said sales not to exceed 300,000 Mcf. 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr. and Charles R. Ross. 


LO-VACA GATHERING COMPANY, DOCKET NO. CI60-693 ; 
HOUSTON PIPE LINE COMPANY, DOCKET NO. CI61-177 


ORDER DENYING REHEARING 


(Issued December 12, 1961) 


Applications for rehearing were filed by Houston Pipe Line Company on 
November 21, 1961, and by Lo-Vaca Gathering Company and El Paso Natural 
Gas Company on November 22, 1961, to our Opinion No. 348 and order issued 
October 23, 1961, 26 FPC 606, determining that we would have jurisdiction over 
proposed sales of natural gas to be made by Houston and Lo-Vaca to El Paso. It 
is alleged that the gas involved would be produced in Texas and delivered to 
El Paso in Texas. Contractual arrangements purported to provide that Hous- 
ton’s gas would be consumed in Texas by El Paso’s compressor stations and a 
gasoline plant of Phillips Petroleum Company, while Lo-Vaca’s gas would be 
consumed in El Paso’s compressor stations outside of Texas. The record showed 
that Houston’s and Lo-Vaca’s gas would in fact be commingled with other gas 
in El Paso’s system and would be consumed in part by El Paso either within 
or outside of Texas and would in part be sold to El Paso’s customers in other 
states. The applications for rehearing do not raise points that were not fully 
discussed in our opinion. However, we may note the separate bases of our 
conclusions. 

We concluded that where the specific gas sold in Texas would in part be 
physically transported to another state and resold, the sale in Texas would be 
a sale for resale in interstate commerce and subject to our jurisdiction regard- 
less of contractual arrangements and declaration of intention by the parties 
that the gas is to be used in Texas or consumed by the pipeline. We adhere to 
this view, but even if we did not hold to it, we would still find that the sales 
here were subject to our juridiction on the separate ground stated in our 
opinion relating to the nature of El Paso’s own system. That is, a sale of 
natural gas to an integrated, interstate pipeline system which uses the gas for 
system purposes and physically transports and resells at least part of the gas to 
customers in other states is a sale in interstate commerce for resale. 

We may add that we are not unaware of Peoples Natural Gas Company v. 
P.S.C., 270 U.S. 550, cited by the applicants for rehearing. That case, of course, 
concerns gas produced in Pennsylvania, delivered into an interstate pipeline in 
Pennsylvania and sold wholly in Pennsylvania commingled with gas brought 
in by the pipeline from West Virginia. The Court held that the Pennsylvania 
Commission had authority to order the delivery of gas from the interstate pipe- 
line that was less in quantity than the Pennsylvania produced gas. In the 
Peoples case there was no chance that any of the gas in the pipeline in Pennsyl- 
vania could leave the state; in the present case there was no chance that part 


of Houston’s and Lo-Vaca’s gas would not be carried out of the state and sold for 
resale. 


The Commission further finds: 


The assignments of error and grounds for rehearing set forth in the applica- 
tions for rehearing filed by Houston, Lo-Vaca and El Paso set forth no new 
facts or principles of law which were not fully considered by the Commission 
when it issued its opinion and order of October 23, 1961, or which, h« ‘ng now 
been considered, warrant any modification of the said opinion and ore: r. 
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The Commission orders: 


The applications for rehearing of the Commission’s opinion and order issued 
herein October 23, 1961, are hereby denied. 

Commissioner O’Connor dissenting for the reasons set forth in Opinion No. 
348 and order issued October 23, 1961. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. RP60-13 


UPON ORDER TO SHOW CAUSE ISSUED BY THE COMMISSION CONCERNING THE REQUIRE- 
MENTS OF ACCOUNT 507 (TAXES) OF THE UNIFORM SYSTEM OF ACCOUNTS 


(Issued December 12, 1961) * 
Syllabus 


1. On limited accounting issue here presented, Commission determines that 
Northern’s practice of including in Account 507, amount equal to reduc- 
tions in tax expense related to subsidiary’s losses is not permissible under 
language of Account 507 instruction; Concludes such instructions limit the 
accruals of tax expense therein to taxes actually payable. P. 842. 

2. Question of amounts to be allowed as tax expense in Northern’s rates for 1957 
and 1958 is an issue in pending rate cases and beyond scope of present 
proceeding. P. 842. 

3. Commission finds Northern’s accounting and reporting in Account 507 of finan- 
cial data relating to taxes for years 1957 and 1958 is in violation of account 
instructions in Uniform System of Accounts for Natural Gas Companies. 
P. 843. 

4. Commission determines accounting requirements for Federal income tax ac- 
eruals recorded in Account 507 and orders Northern to make appropriate 
entries in its books. P. 843. 


Lawrence I. Shaw, F. Vinson Roach, Jack C. Osborne, Richard J. Connor, 
Walter E. Gallagher, Charles W. Boand, and George J. Meiburger for Northern 
Natural Gas Company. 

P. L. Farnand for Minneapolis Gas Company. 

George C. Pardee for Metropolitan Utilities District. 

J. F. Kinney for Iowa Public Service Company. 

Mark W. Putney, for Iowa Power and Light Company. 

John F. Gaston for Iowa Electric Light and Power Company. 

A. R. Renquist for Northern States Power Company. 

Robert Perdue for the Staff of the Federal Power Commission. 


This case concerns the limited question of the proper interpretation, for ac- 
counting purposes, of the instructions provided for reporting monthly accruals 
of Federal income taxes in Account 507 of the Commission’s Uniform System 
of Accounts for Natural Gas Companies, effective January 1, 1940, as amended. 
Formal proceedings were initiated by the Commission’s order of June 14, 1960, 
which required Northern Natural Gas Company (Northern) to show cause why 
it should not be found, with respect to its annual reports (FPC Form No. 2) for 
1957 and 1958, to have willfully violated the following requirement: 


*Initial decision appears on p. 843. 
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507. Taxes. 
A. This account shall include the amount of Federal State, county, munici- 


pal and other taxes, which are properly chargeable to gas operations, (See 
account 228.) 


On April 20, 1961, after hearings and briefs on this question the presiding ex- 
aminer issued his initial decision, which found that Northern had violated this 
accounting requirement, but not “willfully and knowingly” within the meaning 
of Section 21 of the Natural Gas Act, and ordered Northern to file substitute 
pages to make its annual reports for 1957 and 1958 consistent with this require- 
ment. Exceptions to this decision were filed by Northern, and oral argument 
was heard on October 26, 1961. 

The accounts and reports here in question are required of Northern as owner 
and operator of an interstate pipeline; but Northern is also the sole owner of 
a subsidiary producing company, Northern Natural Producing Company (Pro- 
ducing). During 1957 and 1958, Northern recorded monthly, in its Accounts 
507 and 228, estimated amounts of accrued Federal income taxes based on the 
taxes which Northern would pay if it continued, as in the past, to file separate 
tax returns. The resulting annual totals in Account 507 were used in Northern’s 
statements of income in its 1957 and 1958 annual reports to the Commission. 
In September 1958, Northern elected to file consolidated tax returns with Pro- 
ducing for 1957 and subsequent years in order to utilize currently the tax 
losses experienced by Producing. As a result, the consolidated taxes actually 
paid by Northern in 1957 and 1958 were substantially less than the amounts 
debited to Account 507 (and credited to Account 228) as tax expense for these 
years. An amount equal to the reduction in taxes made possible by Producing’s 
tax losses was paid to Producing in cash, and this payment was debited to 
Account 228 in the same manner as Northern’s cash payments of taxes to the 
U.S. Treasury. 

On the limited accounting issue presented in this proceeding, it is our view 
that Northern’s practice of including in Account 507, along with taxes payable 
to the U.S. Treasury, amounts equal to reductions in tax expense related to a 
subsidiary’s losses, was not contemplated by, and is not permissible under, the 
language of the Account 507 instruction quoted above. Accounts 507 and 228 
were designed to reflect, as nearly as is possible on an accrual basis, the taxes 
actually payable by the reporting company. Thus, when additional charges to 
income based on straight-line, rather than liberalized, depreciation were allowed 
as tax expense in the calculation of rates, such excess amounts (reflecting tax 
deferrals) were recorded, not in Accounts 507 and 228, but in new accounts? 
which clearly reflect the significant difference between these tax-related charges 
and taxes currently payable. Similarly, even if the additional charges discussed 
herein should be held to be properly included in cost of service for rate-making 
purposes, it would nevertheless distort the plain language of the instructions 
in Account 507 to report such charges in that account. 

The question of the amounts to be allowed, in the present circumstances, as 
tax expense in Northern’s rates for these years is an issue in the rate cases 
pending in Docket Nos. G—12153 and G—15335 and is beyond the scope of the 
present proceeding. Without prejudice to the determination of this rate issue, 
it is our conclusion that the instructions provided for Account 507 limit the 
accruals of tax expense therein to taxes actually payable. For the future, any 
doubt in this matter of accounting detail has been resolved by the Commission’s 
revised Uniform System of Accounts for Natural Gas Companies, effective 


2 See Order No. 203, 19 FPC 826. 
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January 1, 1961, in which the instructions for Accounts 409 and 236, replacing 
Accounts 507 and 228, refer specifically to taxes payable. 


The Commission finds: 


Northern’s accounting and reporting in Account 507 of financial data relating 
to taxes for the years 1957 and 1958 is in violation of the instructions provided 
for such account in the Commission’s Uniform System of Accounts for Natural 
Gas Companies, effective January 1, 1940, as amended. 


The Commission orders: 


(A) Northern shall record and file with the Commission within 90 days of 
the issuance of this order, certified copies of memorandum entries in its books of 
account to reflect elimination of the excess Federal income tax amounts included 
in its Accounts 507 and 228 for 1957 and 1958 and other appropriate entries 
accounting through earned surplus for tax payments to its subsidiary Northern 
Producing Company ; 

(B) Northern shall file such substitute pages of its annual reports for 1957 
and 1958 as are necessary to reflect the limitation of Account 507 to actual 
income taxes paid for those years, including explanatory notes to the income 
statements. 

DECISION 


UPON ORDER TO SHOW CAUSE ISSUED BY THE COMMISSION CONCERNING THE REQUIRE- 
MENTS OF ACCOUNT 507 (TAXES) OF THE UNIFORM SYSTEM OF ACCOUNTS 


(Issued April 20, 1961) 


Levy, Presiding Examiner: On June 14, 1960, the Commission issued an order * 
initiating this proceeding and directing Northern Natural Gas Company (North- 
ern), the respondent herein, to show cause why the Commission should not find 
that Northern is accounting for and reporting its Federal income tax expense 
contrary to the provisions of Account 507 of the Commission’s Uniform System 
of Accounts. 

The order recited that investigation by the staff of Northern’s books and rec- 
ords revealed that during the years 1957 and 1958, Northern had filed consolidated 
Federal income tax returns for itself and its subsidiaries: Northern Natural Gas 
Producing Company (Producing), Northern Plains Natural Gas Company 
(Plains) and Permian Basin Pipeline Company (Permian). The amounts paid 
to the Federal government under the consolidated returns were $10,898,279.81 
for 1957 taxes and $8,967,262.03 for 1958. If Northern had filed an individual tax 
return, its tax would have been $11,515,707 and $9,708,000 for the two years in- 
volved. The tax saving resulted from substantial net operating losses sustained 
by Producing giving rise to statutory deductions in the consolidated returns. 
Northern paid Producing an amount equivalent to the tax saving and charged 
the payment to Account 507. 

The annual reports filed with the Commission show that Northern included in 
Account 507 the amounts of $11,515,707 and $9,708,000 as Federal income taxes 
paid during those two years. The actual taxes paid to the Federal government 
under the consolidated returns, as previously indicated, were $10,898,279.81 and 
$8,967,262.03 for 1957 and 1958, respectively. 

The Commission’s order continued : 

The aforesaid charges by Northern to Account 507 are contrary to the 
provisions of the Uniform System of Accounts in that Account 507 should 
include only actual taxes, and not the assignment of negative or credit 


123 FPC 809. 
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amounts for income taxes to departments or, in the case of a consolidated 
return, to a subsidiary. 

Northern was advised, in accordance with Section 158.1 of our Regulations, 
of its failure to keep its accounts as required by the Commission. Subsequent 
correspondence and conferences between Northern’s representatives and this 
Commission’s staff have failed to show any justification for Northern’s de 
parture from the provisions and requirements of the Uniform System of 
Accounts. Additionally, Northern has not agreed to the disposition of the 
matter under the shortened procedure provided for by Section 158.3 of the 
Regulations. 

In view of the foregoing, it is necessary and appropriate for the purposes 
of administering the Natural Gas Act that Northern show cause, if any there 
be, for its past and continuing departure from the provisions and require- 
ments of the Commission’s Uniform System of Accounts; all in the manner 
hereinafter provided. 

Northern’s answer was filed on July 11, 1960, along with a motion to quash 
and a motion to consolidate this proceeding with Northern’s pending rate proceed- 
ings in Docket No. G-12153 et al. A petition for declaratory order was filed 
July 1, 1960. On August 31, 1960, the Commission denied Northern’s petition for 
declaratory order, motion to quash, and motion to consolidate. The Commission's 
ruling indicated its desire to keep separate and distinct the instant proceedings 
concerning the proper accounting and reporting of Federal income taxes under 
the Commission’s Uniform System of Accounts and Northern’s pending rate pro- 
ceedings in Docket No. G—12153 et al. 

Minneapolis Gas Company, Metropolitan Utility District of Omaha, Iowa 
Public Service Company, Iowa Power and Light Company, Iowa Electrie Light 
and Power Company and Northern States Power Company were admitted as 
interveners pursuant to Commission order, and a public hearing ordered. 

Hearings were commenced on October 11, 1960, and concluded on December 20, 
1960. Briefing was concluded on April 3, 1961. A petition was received from 
Minneapolis Gas Company on March 13, 1961, to reopen the proceeding for the 
taking of additional evidence and setting a new date for the filing of reply briefs. 


THE ISSUE 


The issue in this proceeding is whether Northern, in charging to Account 507 
its payments to Producing, violated the accounting and reporting requirements 
of the Commission’s Uniform System of Accounts. The issue here is not whether 
Northern should be allowed to include the sums paid Producing in its cost of 
service for rate-making purposes. That issue and the ultimate question as to 
whether any part of the tax saving incident to the filing of consolidated rather 
than individual returns should inure to the benefit of Northern’s customers, 
is reserved for the pending rate proceedings in Docket No. G—12153 et al. 


THE EVIDENCE 


The basic facts are not in dispute. Producing is a wholly-owned subsidiary of 
Northern engaged in the exploration, development and production of oil and gas. 
Prior to September 1958, Northern and its subsidiaries (Producing, Permian and 
Plains) filed separate Federal income tax returns. In September 1958, it ap- 
peared that Producing had a net operating loss for Federal income tax purposes 
of approximately $1,950,000 for the year 1957, and that it would have a net op- 
erating loss for the year 1958 in excess of $3,000,000. On a separate return 
basis, Producing could have carried forward its net operating loss for 1957 to 
offset taxable income in any year through 1962, and its net operating loss for 
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1958, to offset taxable income for an additional five years, or through 1963. In 
September 1958, Northern, Producing, Permian and Plains filed consolidated 
Federal income tax returns for 1957 taxes, and in September 1959, for 1958 taxes. 
Northern utilized in the consolidated return a statutory deduction of $1,283,523, 
representing 52 percent of Producing’s net operating loss for 1957, and $1,804,472 
representing a similar loss for 1958. Northern then paid Producing $1,283,523 
for the use of its 1957 net operating loss, and $1,804,472 for its 1958 net operat- 
ing loss. The payment by Northern to Producing of the tax saving resulting 
from the filing of consolidated rather than individual returns was pursuant to 
agreement between the managements of Northern, Producing, Permian and 
Plains. 

The actual tax shown on the consolidated tax return for 1957 and 1958 was 
$10,898,279.81 and $8,967,262. This tax was proportioned or allocated among the 
four companies as follows: 


Company 1957 1958 


Northern Natural Gas Co 2 $11, 313, 412 2 $9, 482, 113 
Permian Basin Pipeline Co aah 868, 390 1, 289, 620 
Northern Natural Gas Producting Co (1, 283, 523) (1, 804, 471) 
Northern Plains Natural Gas Co 


Northern made cash payments to Producing for 1957 and 1958 totalling 
$3,087,995, and charged Account 507 $11,515,707 and $9,708,000 for Federal income 


taxes for the years 1957 and 1958. 

Three witnesses testified on behalf of Northern: F. H. Roberts, Chief Account- 
ing Officer for Northern, Producing, Permian and Plains; A. B. Dilworth, Senior 
Vice President of Northern and its subsidiaries, and a member of the Board of 
Directors of each of the companies and of the Policy Board of Northern; and 
Leonard Spacek, a partner in the accounting firm of Arthur Andersen & Co., 
which conducted independent annual audits for Northern. 

Roberts testified that he made the accounting entries on the books of Northern 
involved in this proceeding (Tr. 18) ; that these entries’ were recorded by him 
pursuant to intercompany agreements, under which Producing agreed to join 
in a consolidated tax return with Northern and its other subsidiaries, and North- 
ern agreed to pay Producing for its so-called tax credit.“ Roberts expressed the 
opinion that these entries complied with the Commission’s Uniform System of 
Accounts (Tr. 34). 

Dilworth testified that the decision to file consolidated returns for the years 
1957 and 1958 was made initially in September 1958, by Northern’s Policy Board, 
of which he was a member, and that he advised the Board of Directors of North- 
ern and its subsidiaries of the Policy Board’s decision (Tr. 370). He stated that 
if Producing had not consented to join with Northern and its subsidiaries in a 
consolidated return it could have managed its future operations through control 
of its exploration and development activities so as to produce taxable income. 
This could have been done either by cutting down its expenditures for explora- 


2 These amounts are those resulting from Northern’s allocation of actual consolidated taxes and differ 
from amounts referred to in the Commission’s show cause order by reason of differences between accruals 
and the actual taxes shown by returns subsequently filed with the government. 

®The entries are summarized and explained in Exhibits 1 through 4. 

As used by Northern the term “tax credit” refers to 52 percent of Producing’s net 
operating loss, not a tax deduction from the tax due under the consolidated return. 
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tion and development or by selling “production payments.”* (Tr. 45-47). He 
recommended that Northern pay the same tax as if it had filed a separate return, 
and that Producing be paid by Northern 52 percent of its net operating loss for 
the use by Northern of its “tax credit.” His recommendations were accepted by 
the Boards of Directors of the four companies involved. 

Northern’s final witness, Spacek, stated that the entries recorded on Northern 
books of the payments made to its subsidiary, Producing, were proper and appro- 
priate under the Commission’s Uniform System of Accounts. He testified that an 
analysis of Producing’s operations showed that both its tax deductions and its 
income could be delayed or accelerated through “accepted tax planning appli- 
cable to the industry.” (Tr. 65.) He concluded that both Northern and Pro- 
ducing benefited by joining in the consolidated return: (Tr. 67) 

(a) The earlier use of the tax money that would be available without cost 
to the Producing Company, and 

(b) An actual tax savings to the extent of the elimination of the double 
taxation on intercorporate dividends after eliminating the loss of the multi- 
ple corporate exemptions in computing the tax. 
& * * os ~ * + 


Consequently, a consolidated return was a prudent operation from the 
point of view of each of the companies, if the terms of their consents were 
met. The consolidated return created no tax savings of any kind to Pro- 
ducing. It merely realized upon a credit earlier than would otherwise have 
been done which resulted in the earlier use of the money. 

Northern Natural Gas Company received the actual tax savings resulting 
from the elimination of double taxation on dividends. Thus, each entity’s 
rights were, therefore, fairly appraised by the corporate officers and prop- 
erly accounted for. 

The Staff’s evidence was introduced through Ralph F. Gates, Deputy Chief 
Accountant, Office of the Chief Accountant. Gates testified that in September 
1958, Northern filed a consolidated tax return for the year 1957, showing a con- 
solidated tax liability of $10,898,279, and that this amount was allocated to the 
companies joining in the return in the following amounts: Northern, $11,313,412, 
$868,390 to Permian, and a credit of $1,283,523 to Producing. Northern then 
paid Producing the $1,283,523. 

Gates stated that in 1958 Northern filed a consolidated return showing a con- 
solidated tax liability of $8,967,262, of which amount Northern assumed a tax 
liability of $9,482,113; Permian was allocated $1,289,620, and Producing was 
assigned a credit of $1,804,471. Once again Northern paid Producing for the 
assigned credit. 

Gates expressed the opinion of the Staff that the cash payments made by 
Northern to Producing were not properly includible in Northern’s Account 507 
as being taxes actually paid to the United States Government. He stated that 
the Uniform System of Accounts is based on the cost concept, and that tax ex- 
pense can only mean the taxes actually paid by the Company. Since Northern 
charged to its tax account a greater amount than the taxes actually paid, Gates 
argued that the cash payments made by Northern to Producing were intercom- 
pany transactions involving intercompany profits. The procedure followed by 
Northern of allocating negative tax credits to Northern violates NARUC Inter- 
pretation G-74, which Gates viewed as providing guidance for the proper inter- 
pretation of the Commission’s Uniform System of Accounts. Staff Exhibit 12 


5A sale of future revenues. In December 1960, Producing sold a production payment 
for $3,600,000. (Tr. 583, 611) producing taxable income in excess of net operating 
losses. (See Ex. 18 and testimony of Eugene Holland, Jr. Tr. 610 et seq.) 
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was Offered as illustrative of an acceptable method of reporting 1958 taxes. 
Gates concluded that: 
The accounting by Northern and Producing as a consequence is merely 
a device to increase Northern’s proportionate share of the consolidated tax 
by a process which in turn reports income or profit on Producing’s books 
classified as negative income tax. This accounting process disregards the 
facts and assigns more taxes to Northern than is paid for the entire group 
of companies. The negative tax amounts recorded and reported by Pro- 
ducing are anomalous. Tax expenses are debit amounts. A net operating 
loss for tax purposes can be applied only to reduce taxes, but factually taxes 
cannot be reduced below a zero amount. Producing’s negative taxes, how- 
ever, can be obtained only by artificially increasing the tax expense account 
of Northern. These bookkeeping entries do not validate a cost basis for the 
excess taxes assigned to Northern. The cash payment from Northern to 
Producing consequently results merely in passing an intercompany profit to 
Producing. (Tr. 435) 
DISCUSSION 


Section 8(a) of the Natural Gas Act provides in pertinent part: 

The Commission may prescribe a system of accounts to be kept by such 
natural-gas companies, and may classify such natural-gas companies and 
prescribe a system of accounts for each class. . . . The burden of proof to 
justify every accounting entry questioned by the Commission shall be on the 
person making, authorizing, or. requiring such entry. 

This section, which derives from a similar provision in the Federal Power Act, 
requires natural-gas companies to make and keep such accounts, records and 
memoranda as the Commission may require. (H.R. Rep. 709, 75th Cong. 1st 
Sess., p. 6.) The Commission has promulgated a Uniform System of Accounts 
for electric utility companies under the Federal Power Act and for natural-gas 
companies under the Natural Gas Act. Similarly, a Uniform System of Accounts, 
substantially identical to that of the Federal Power Commission, has been 
adopted by the National Association of Railway and Utility Commissions 
(NARUC) and the participating state commissions.® 

Section 507 provides in pertinent part: 507. Taxes. 

A. This account shall include the amount of Federal, State, county, 
municipal, and other taxes, which are properly chargeable to gas operations. 
(See account 228.) 

B. This account shall be charged each month with the amount of taxes 
which are applicable thereto, and concurrent credits shall be made to Ac- 
count 228, Taxes Accrued. When it is necessary to apportion taxes to gas 
operations, full details as to the method of and facts considered in the ap- 
portionment shall be recorded. 

The plain meaning of this language supports the position taken in the Com- 
mission’s order to show cause of June 14, 1960, “that Account 507 should include 
only actual taves, and not the assignment of negative or credit amounts for in- 
come taxes to departments or, in the case of a consolidated return, to a sub- 
sidiary.” The cash payment to Producing does not constitute the payment of a 
tax to a governmental body as required by 507, but is a payment by Northern 
to its subsidiary, Producing, pursuant to an agreement dealing with the inter- 
company allocation or apportionment of taxes paid under a consolidated return 
in an amount exceeding the total tax liability. 


*Northern and the Staff have devoted considerable energy in arguing the applicability 
of NARUC Interpretation G—74, introduced by Staff to support its position that the as- 
signment of a negative tax credit is improper. Since my conclusions are not based on 
G-74, I do not deem it necessary to discuss its applicability to this proceeding. 
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Northern justifies its contrary interpretation of the meaning of “Taxes” in 
507 to include its charge of negative taxes or credits on the ground that: (a) its 
allocation procedure is consistent with “generally accepted principles of account- 
ing” as testified to by Messrs. Spacek and Roberts, and (b) that the Staff position 
would pass the tax saving incident to the filing of a consolidated return to North- 
ern’s customers in the form of lower rates, thus depriving Producing of valuable 
tax credits without compensation. 

The Staff contends that the Commission’s System of Accounts does not permit 
regulated companies filing consolidated returns and obtaining tax savings to 
pretend that they filed an individual tax return and that the negative tax proce 
dure, under which Account 507 is charged with more taxes than the amount paid 
for the entire consolidated group of companies filing returns, violates the cost 
basis of accounting underlying the Commission’s Uniform System of Accounts. 

The contention that Northern’s recordation of the transaction between North- 
ern and its subsidiary, Producing, may not violate general principles of accounting 
misses the point. As a matter of intercompany corporate accounting, the ar- 
rangement between Northern and its wholly owned affiliate may be entirely 
proper. The Uniform System of Accounts, however, is designed for effective regu- 
lation. The accounting requirements are, of course, designed to achieve consist- 
ency and equality of treatment as between regulated companies ; but regulatory 
accounting is not primarily concerned with general principles of corporate ac- 
counting, but rather with what must be done to comply with the statute admin- 
istered.” As stated by Sanders, Hatfield and Moore® in their analysis of the 
relationship between general principles of accounting and the accounting regula- 
tions of state and Federal agencies: 

The existence of a body of generally accepted accounting principles does 
not mean that there is only one proper accounting treatment for every sit- 
uation with which the accountant must deal. For many such situations, 
there are available a number of treatments which are in accord with the 
generally accepted principles . . 

Even the various agencies of the Federal and state governments have not 
in their regulations attempted to do more than state the accounting rules 
compliance with which they judge necessary to the enforcement of the 
statutes which they administer. Though the provisions of these regulations, 
or some of them, may incorporate a principle of accounting, no one of these 
sets of regulations attempts a complete statement of principles. Thus the 
provisions of the regulations are not offered as general principles of account- 
ing, but rather as directions as to what must be done to comply with the 
statute administered. For example, it would probably be conceded that a 
large part of all the rulings issued by the Bureau of Internal Revenue are of 
the nature of accounting principles having general acceptance and applica- 
tion; other of their regulations, however, have been adopted primarily as 
measures of administrative convenience and expediency for the determina- 
tion of taxable income and the collection of the tax, but would not be suitable 
or adequate for purposes of business policy. In the case of the Securities 
and Exchange Commission, the purpose of the regulations is the display of 
the true financial condition and earnings of the respective companies, which 
is the most general of the purposes to which accountants may address them- 
selves. It is, therefore, probable that a larger proportion of the regulations 


7See Pennsylvania Water & Power Co. 2 FPC 294 (1940) where the Commission sanc- 
tioned amortization of bond discount, expense and call premiums “not as a matter of ac- 
counting principle, but as a regulatory expedient. 


8A Statement of Accounting Principles (1938) published by the American Institute of 
Accountants. 
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of the Securities and Exchange Commission may be regarded as based on 
accounting principles of general acceptance and availability than is the case 
with regulations of the Bureau of Internal Revenue. But even the regula- 
tions of the Securities and Exchange Commission are limited by the provi- 
sions of the legislation to which they give effect, and by the conceptions of 
those who have sought to interpret that legislation. The accounting systems 
of public utility commissions show increasingly the tendency to be influenced 
by particular theories of regulation. (p. 5,6) 

The basic purpose of the Commission’s System of Accounts is to accurately 
reflect the true cost of furnishing service as a basis for effective regulation and 
administration of the Federal Power and Natural Gas Acts. The application 
of this principle to affiliated companies is illustrated by the “no profit to affili- 
ates” rule under which the Commission has regularly taken the position that 
costs are to be restricted to actual expenditures, and that an intercorporate profit 
will not be treated as an actual or legitimate item of costs. See Pennsylvania 
Power and Light Company v. F.P.C., 139 Fed. 2nd, 445 (C.C.A. 3rd, 1943). 

This principle is reflected in the revision of the Uniform System of Accounts 
effective January 1, 1961. Paragraph B of Account 409, Income Taxes, states: 

The accruals for income taxes shall be apportioned among utility depart- 
ments and nonutility operations so that, as nearly as practicable, each tax 
shall be included in the expenses of the utility department or nonutility 
operation, the income from which gave rise to the tax. 

This language would specifically preclude the apportionment of negative taxes 
or credits to departments or operations which had no income giving rise to a tax 
liability. Moreover, the expansion of the scope of Account 507 beyond taxes paid 
or payable to taxing authorities, to include intercompany payments allegedly 
designed to apportion the burden of taxation as between affiliated companies 
could result in inconsistency, confusion and inequality of treatment. System 
policy and company bookkeeping to reflect such policy would become the Com- 
mission’s concern rather than the simple inquiry as to what taxes were actually 
paid or payable. The necessity for analyzing and evaluating complicated inter- 
company agreements drawn by skilled tax accountants and lawyers to achieve 
an allegedly “proper” allocation and apportionment between affiliated com- 
panies would defeat that consistency and uniformity which are the objectives of 
the Uniform System. 

Northern relies on the Commission’s decision in Olin Gas Transmission Corpo- 
ration, 17 FPC 685 (1956) where the Commission affirmed the allowance by 
the Examiner of the inclusion in Olin’s cost of service of $897,537 for Federal and 
state income taxes, even though no taxes were actually paid under the consoli- 
dated Federal income tax returns because of losses resulting from an explora- 
tion development program carried on by an affiliated company.’ 

The Staff argues that the Commission’s action in Olin is not Stare decisis be- 
cause the Commission’s order contains the following caveat: 

As more fully appears hereafter, we answer all these questions in the 
affirmative, and conclude, on the basis of the particular facts presented in 
this case, that Olin’s proposed increased rates should be allowed and the 
exceptions of staff counsel denied. However, the circumstances of this pro- 
ceeding are wellnigh unique and the case itself virtually sui generis: 
accordingly, neither the decision reached herein by the presiding examiner 

nor the determinations set forth in this order stand as precedent for fixing 


® Olin Gas Transmission was a wholly owned subsidiary of Olin Oil and Gas, a corpora- 


tion “with an unusual capital structure, [that] further distinguishes this case from the 
usual run.” (p. 697) 


693-4 88—641——56 
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just and reasonable rates for any natural-gas company in any future case. 
(p. 696) 

The Staff relies on a line of decisions represented by United Fuel Gas Com- 
pany, 12 FPC, 251 (1953) where the Commission stated: 

The Columbia Gas System, of which United Fuel is a part, files a con- 
solidated tax return, resulting in a tax savings benefiting each constituent 
company. * * * 

United Fuel, however, claims a Federal income tax allowance computed 
on the assumption that United Fuel files a separate income tax return. * * * 

We have consistently held that consumers should be charged for only the 
actual liability for Federal income taxes. Mississippi River Fuel Corp., 4 
FPC 340; Colorado Interstate Gas Co.,...11 FPC 324, 380; Transcon- 
tinental Gas Pipe Line Corp. ...11 FPC 9. If, by filing a consolidated 
return, a reduction of this cost is effected, such reduction should be reflected 
in the cost charged to consumers. (p. 265) 

Both Olin and United Fuel Gas were rate rather than accounting proceedings 
in which the issue was the allowance of the tax savings in computing the cost 
of service to be charged to consumers. Moreover, Olin reflects the view that 
giving jurisdictional customers the benefit of tax savings resulting from an 
affiliate’s non-jurisdictional losses represents an unjustified windfall. 

Thus the Commission’s order states: 

The reason the consolidated return reflects no income taxes for Olin was 
in part due to losses generated by Olin Oil and Gas Corporation from wun- 
regulated business activities unrelated to Olin’s natural gas operations. 

This and other circumstances justify the allowance for state and Federal 
income taxes which Olin has included in its jurisdictional cost of service. 
(Emphasis supplied.) (P. 703.) 

Accordingly, it might be relevant to consider in the pending rate proceedings 
whether these elements, as claimed by Northern, are present in Producing’s 
activities in relation to Northern natural-gas operations. Nor can we ignore 
Judge Tuttle’s observations in El Paso Natural Gas Co. v. F.P.C. 281 F. 2d 567 
(CA5 1960) : 

We think, in short, that there is no statutory authority for the Commission 
to treat actual savings in taxes to which natural gas companies are entitled 
any differently than savings in any other cost of service. It is the obligation 
of all regulated public utilities to operate with all reasonable economies. 
This applies to tax savings as well as economies of management. The net 
result of this, of course, is that such savings as are effected are passed on to 
the consuming public. This we consider to be the natural and necessary 
consequence of rate regulation. (P. 573.) 

Northern argues that the Staff position would pass the tax saving resulting 
from the filing of consolidated returns to Northern’s customers in the form of 
lower rates. Consequently, the rejection of its accounting would require, in 
Northern’s view, the abandonment of consolidated returns and the consequent 
curtailment of Producing’s exploration and discovery activities. This argument 
assumes that the instant accounting determination is conclusive for rate-making 
purposes. It is not the function of the Uniform System of Accounts to provide 
incentives for exploration and discovery. That is a function of the rate of return. 
The function of the accounts is to accurately reflect the true cost of service. 

Whether the payment to Producing is a legitimate cost for rate-making pur- 
poses is a question that has been reserved for the pending rate proceedings in 
Docket No. G-—12153 et al. The Commission, in refusing to grant Northern’s 
motion to consolidate this proceeding with Northern’s pending rate proceedings 
made quite clear that it desired to keep separate and distinct the instant proceed- 
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ing concerning the proper accounting and reporting of Federal income taxes un- 
der the Commission’s Uniform System of Accounts and Northern’s pending rate 
proceedings. Consequently, nothing in this decision is intended to pass upon the 
legitimacy of the payments and charges involved as a proper cost for rate-making 
purposes. While I cannot ignore the fact that the Uniform System of Accounts 
looks toward the rate-making process as the final result, the question as to what 
extent, if any, the payments and charges involved are entitled to recognition for 
rate-making purposes has been, and is, reserved for the rate proceedings in which 
the Commission can consider all of the cost data and all the facts and policies 
relevant to the systems’ operations without limitation to purely accounting 
considerations.” 

While I have concluded that Northern’s accounting under Account 507 violates 
the requirements of the Commission’s Uniform System of Accounts, I am not 
persuaded that Northern’s action constitutes a willful and knowing violation of 
the Gas Act. Section 21 of the Act provides in substance that any person who 
willfully and knowingly violates the Natural Gas Act shall be guilty of a crime 
punishable by fine and imprisonment not to exceed $5,000 or two years. No evi- 
dence has been introduced to establish that Northern has committed a criminal 
violation of the Act, and I am in agreement with the position expressed by North- 
ern’s counsel in his opening statement to the effect that the burden of showing 
that it has not committed a crime cannot be imposed on Northern in this proceed- 
ing. (Tr. 10) This is an area where, as the record clearly demonstrates, reason- 
able men can and do disagree. The testimony of Northern’s witnesses Spacek, 
Roberts and Dilworth indicates that the entries made were recorded in good 
faith and without any intent to violate the Act or to conceal the transactions 
involved from the Commission. Moreover, Section 22 provides in substance that 
the district courts shall have exclusive jurisdiction of violations of the Act and 
of the rules and regulations issued thereunder. 

There remains for consideration Minneapolis’ petition to reopen this proceeding 
for the purpose of taking additional evidence in respect of Northern’s sale of a 
production payment in December 1960. No relevant purpose would be served by 
such action. The petition will, therefore, be denied. 


ADDITIONAL FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record in this proceeding, including the plead- 
ings, the evidence adduced and the briefs filed, it is found and concluded, in addi- 
tion to the findings and conclusions heretofore set out, that: 

(1) Northern Natural Gas Company (Northern) a Delaware corporation with 
its principal place of business at Omaha, Nebraska, is a “natural-gas company” 
within the meaning of Section 2(6) of the Natural Gas Act (Act) and as such 
is subject to the provisions thereof, and the Rules and Regulations of this Com- 
mission promulgated thereunder, Northern Natural Gas Co., Docket No. G—280, 
3 FPC 967. 

(2) Northern is accounting for and reporting financial data relative to taxes 
paid by it otherwise than by the use of the Commission’s prescribed Account 507. 
and the provisions and requirements therefor, all as set forth above; and there- 


10The range of treatment possible is illustrated by the Commission’s decision in (1) 
Northern Natural Gas Company, Docket No. G—19040, issued March 7, 1961, 25 FPC 431, 
where the Commission divided the benefits accruing from the use of liberalized depreciation 
between the regulated company and the rate payer; (2) Olin Gas Transmission Corpora- 
tion, 17 FPC 685 (1956) where the Commission allowed Olin to retain the entire tax 
saving and include in its cost of service a total of $897,537 for Federal and state income 
taxes; and (3) United Fuel Gas Company, 12 FPC 251 (1953), where the Commission held 
that the reduction in liability for Federal income taxes resulting from the filing of a con- 
solidated tax return should be reflected in the cost charged to consumers. 
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fore, that as a result it has violated and is continuing to violate the accounting 
and reporting requirements prescribed by the Commission through its Uniform 
System of Accounts; 

(3) Northern be required to make, keep, preserve and report its accounts in the 
manner prescribed by this Commission in its Uniform System of Accounts Pre- 
scribed for Natural Gas Companies subject to the provisions of the Act. 


ORDER 


WHEREFORE, IT Is ORDERED, subject to review by the Commission that: 

(A) Northern file such substitute pages of its Annual Reports (FPC Form 
No. 2) for the years 1957 and 1958, to make the accounting and reporting of 
Federal Income Taxes paid during such years consistent and in compliance with 
the reporting requirements therefor as prescribed by the Commission. 

(B) The petition filed by Minneapolis Gas Company to reopen the proceeding 
for the purpose of taking additional evidence is denied. 
WitiraM C. Levy, 
Presiding Examiner. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


ALABAMA POWER COMPANY, PROJECT NOS. 2146, 618, 82 and 2203 


ORDER SUPPLEMENTING ORDER TO SHOW CAUSE, DENYING MOTION TO DISMISS AND 
DENYING ORAL ARGUMENT OR A HEARING 


(Issued December 13, 1961) * 


By order issued September 1, 1961, 26 FPC 460, the Commission requested that 
Alabama Power Company (the Company) show cause, if any there be: (1) why 
the Company should not accept and comply with the Commission’s orders of 
August 4, 1960, as modified on rehearing by Commission orders of September 16, 
1960 in Project Nos. 2146 and 618; and (2) why the application of the Company 
for license for Project No. 2203 should not be dismissed without further pro- 
ceedings. A reply was filed by the Company on October 2, 1961, in which it 
moved for dismissal of the show cause order and requested an oral argument or 
a hearing. 

In that reply, the Company stated: “It is the Company’s opinion, as is set 
forth in documents heretofore filed by it with the Commission, that the develop- 
ments provided for in such amendments were and are not economically feasible 
because the amendments do not provide the necessary assurance of continued 
use of waters required for the economic operation of Jordan No. 2 development 
during the duration of the license under which it was to be included.” Although 
the Company states that it is willing to “negotiate,” it did not submit with its 
reply any proposal for the assurance of continued use of water which it alleges 
is required for the economic operation of the Jordan No. 2. In order for such 
proposal to be acceptable it must, of course, include a proposal which would 
make the Jordan No. 1 development economic as a source of dependable capacity 
in the system of the Company and in other systems of the area in the event 
another entity should take over and operate that development under the pro- 
visions of Sections 14 or 15 of the Federal Power Act. 

By Order issued August 4, 1960 the Commission authorized amendment of the 


*Published in Federal Register on December 21, 1961 (26 F.R. 12226). 
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license for the Mitchell Project No. 82 of Alabama Power Company, so as to 
permit the installation of concrete buttresses, piers and additional spillway gates 
in the existing dam, the raising of the power pool from elevation 312 feet to 
317 feet, the increasing of the spillway capacity from 248,000 cfs to 500,000 cfs 
and the construction of a powerhouse addition at the existing dam with an 
additional generating unit of 65,000 kw installed capacity. In its order the 
Commission stated that the capital investment for the above changes in the 
project works of Project No. 82 is estimated to be $10,256,000 and the net annual 
benefits are estimated to amount to $293,000 (24 FPC 115, 116). The redevelop- 
ment proposed for Mitchell Project No. 82 would increase the dependable capac- 
ity of the project from 70,500 to 133,000 kw or an increase of 62,500 kw of 
dependable capacity. It would increase the annual energy from 399.4 to 518.6 
million kilowatt hours, or an increase of 119.2 million kilowatt hours. 

The license for Project No. 82 expires in 1971. In its application for rehearing 
on the August 4, 1960 order, the Company stated, among other things, that it 
would not be economically feasible for it to accept the amendment because it 
would have only a short period of assured enjoyment of the substantial invest- 
ment it would be required to make in the proposed redevelopment. In its order 
of September 16, 1960, the Commission granted the application for rehearing in 
Project No. 82 and stayed its order issued August 4, 1960 pending further 
order of the Commission. 

The Commission has not undertaken to amend the licenses for Project Nos. 
2146, 618, and 82 without the consent of the Company. See, Alabama Power 
Co., v. FPO, 291 F. 2d 558. However, it appears that the request of the Company 
for an oral argument or a hearing is inconsistent with its theory that the 
licenses could be amended only with the consent of the Company, in that neither 
an oral argument nor a hearing is an appropriate place to “negotiate” for an 
amendment of a license. Moreover, the Company has not shown good cause for 
a dismissal of the order to show cause issued September 1, 1961. 


The Commission finds: 


It is appropriate and in the public interest that this proceeding be supple- 
mented to include Mitchell Project No. 82, that the Company be given further 
opportunity to submit a plan or proposal for the operation of the Jordan No. 1 
and Jordan No. 2 developments, and that the aforesaid motion for dismissal of 
the show cause order of September 1, 1961 and request for oral argument or 
hearing be denied. 


The Commission orders: 


(A) The aforesaid motion for dismissal of the Show Cause order issued 
September 1, 1961 and for oral argument or hearing, is denied. 

(B) Alabama Power Company shall, within thirty (30) days from the date 
of issuance of this order, show cause, if any there be (1) why and to what 
extent the aforesaid estimated net annual benefits in the amount of $293,000 
resulting from the aforesaid changes in Project No. 82, are erroneous, and (2) 
why and to what extent it would not otherwise be economicaliy feasible for it 
to accept the amendment of license for Project No. 82 provided in the order 
of August 4, 1960. 

(C) The Company is requested to file, within thirty (30) days from issuance 
of this order, a plan or proposal for the assurance of continued use of water 
required for the economic operation of Jordan No. 2 development, which, if 
adopted, would make the Jordan No. 1 development economic as a source of 
dependable capacity in the system of the Company and in other systems in the 
area in the event some other entity should take over and operate the latter 
development in accordance with the provisions of Section 14 or 15 of the Act. 





854 FEDERAL POWER COMMISSION 


(D) Further action by the Commission in this proceeding will be held in 
abeyance pending the filing of data as provided in Paragraphs (B) and (C) 
of this order and pending consideration of such data by the Commission. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


HUMBLE OIL & REFINING COMPANY, DOCKET NO. CI62-627 
ORDER TO SHOW CAUSE AND FIXING DATE FOR HEARING 
(Issued December 13, 1961) * 


It has come to the attention of the Commission (through published reports in 
various journals of the oil and gas industry) that Humble Oil & Refining Com- 
pany (Humble), a natural-gas company heretofore found subject to the juris- 
diction of the Federal Power Commission (14 FPC 1193), has announced a 
plan to acquire the assets of Olin Oil & Gas Corporation (Olin Oil & Gas) through 
an exchange of stock for the assets of the latter company. It appears that a 
vote by the stockholders of Olin Oil & Gas to consummate the proposed transfer 
of assets to Humble is imminent. 

Olin Oil & Gas Corporation is a Delaware corporation with its principal place 
of business at 1700 Commerce Building, New Orleans, Louisiana. On Decem- 
ber 29, 1953, Olin Oil & Gas acquired the entire capital stock of Olin Interstate 
Corporation, a natural-gas transmission company (17 FPC 686), which subse- 
quently changed its name to Olin Gas Transmission Corporation (Olin Gas 
Transmission). Olin Gas Transmission is engaged in the interstate transporta- 
tion and sale of natural gas subject to the jurisdiction of the Federal Power 
Commission and is a wholly-owned subsidiary of Olin Oil & Gas (17 FPC 697). 

Section 7(c) of the Natural Gas Act provides that “No natural-gas com- 
pany ... shall engage in the transportation or sale of natural gas, subject to 
the jurisdiction of the Commission, or undertake the construction or extension 
of any facilities therefor, or acquire or operate any such facilities . . . unless 
there is in force with respect to such natural-gas company a certificate of public 
convenience and necessity.” [Emphasis added.] The proposed acquisition by 
Humble of the facilities of Olin Gas Transmission through the purchase of the 
assets of Olin Oil & Gas may be subject to the Commission’s jurisdiction under 
Section 7(¢c) of the Act.’ 

Humble has not filed any application pursuant to Section 7 of the Natural Gas 
Act for permission to acquire the facilities of Olin Gas Transmission, which 
acquisition will result from the exchange of stock between Humble and Olin 
Oil & Gas. 

The Commission finds: 


It is necessary and appropriate in the public interest and for the purpose of 
earrying out the provisions of the Natural Gas Act, particularly Section 7 
thereof, that proceedings be instituted by the Commission, on its own motion, 
requiring Humble Oil & Refining Company to show cause, if any there be, why 
it should not be required to comply with the provisions of the Natural Gas Act 
and why it should not file an application pursuant to Section 7(c) thereof to 
acquire by stock ownership the facilities of Olin Gas Transmission. 


*Published in Federal Register on December 12, 1961 (26 F.R. 12227). 

1Cf., People of the State of California v. F.P.C. and El Paso Natural Gas Company 
(No. 15687 in USCA, DC), decided March 30, 1961, 296 F. 2d 348; cert. granted, 368 U.S. 
810; reversed 369 U.S. 482. 
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The Commission orders: 


(A) Humble Oil & Refining Company shall show cause, if any there be, at 
the hearing directed in paragraph (B) hereof, why it should not be required 
forthwith to comply with all of the provisions of the Natural Gas Act, including, 
particularly, Section 7(c) thereof and why it should not file an application for 
a certificate of public convenience and necessity to acquire by stock ownership 
the facilities of Olin Gas Transmission. 

(B) Pursuant to the authority contained in, and subject to the authority 
conferred upon the Federal Power Commission by the Natural Gas Act, including 
particularly Sections 7, 14, 15, and 16, and the Commission’s Rules and Regula- 
tions under that Act, a public hearing shall be held commencing March 27, 1962 
at 10:00 am. (BST), in a hearing room of the Federal Power Commission, 
441 G Street, N.W., Washington, D.C., concerning the matters involved and the 
issues presented in this proceeding, as set forth in paragraph (A) hereof. 





Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 





POND’S LODGE, INC., PROJECT NO. 1413 


ORDER ISSUING NEW LICENSE (MAJOR) 
(Issued December 13, 1961) 


Application was filed June 28, 1961, by Pond’s Lodge, Inc., (Applicant) of 
Island Park, Idaho, for a new license under Sections 4(e) and 15 of the Federal 
Power Act (hereinafter referred to as the Act) for constructed major Project 
No. 1413 located on Buffalo River, tributary to Henry’s Fork of Snake River, in 
Fremont County, Idaho, and affecting lands of the United States within the 
Targhee National Forest. 

License No. 2 for the project, issued on February 14, 1952, to Charles Pond for 
a period effective as of July 1, 1951 and terminating October 31, 1959, was 
transferred with Commission approval to Pond’s Lodge, Inc., effective as of 
September 1, 1951. 

Applicant states that the reason for the untimely filing for a new license is 
that its officers mistakenly thought license No. 2 had been issued for a ten-year 
period from the date of transfer of the license (September 1, 1951), and the 
error was not noted until Applicant in June, 1961, commenced preparation of 
application for a new license. 

An Assistant Secretary of the Interior, in reporting on the application, has 
advised that the issuance of a new license for the project would not affect 
adversely the interest of his Department. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Targhee National Forest, in reporting on the application, 
has advised that his Service has no objection to the issuance of a new license for 
the project if made subject to the terms and conditions usually included in 
licenses for such projects. 

The Director, Idaho Public Utilities Commission, has advised that his Com- 
mission does not think this proceeding is one that should be considered under 
the cooperative provisions of Section 1.37 of the Commission’s Rules of Practice 
and Procedure. 

The project works (other than transmission line) and project reservoir 
occupy about 8.92 acres of lands of the United States within the Targhee 
National Forest, and the project transmission line occupies a 100-foot wide 
right-of-way on such lands about 1.23 miles long. 
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The Commission finds: 


(1) The project affects lands of the United States. 

(2) The project consists of: 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the applicant or by the United 
States ; such project area and project boundary being more specifically shown and 
described by a certain exhibit which formed by reference part of the applica- 
tion for license, and which is designated as follows: 

Erhibit K: (FPC No. 1413-3) A general and detail map and plans in one 
sheet entitled “Map of Buffalo Power Project,” signed by Chas. Pond on 
June 6, 1940, and revised in accordance with applicant’s letters filed April 
18 and June 5, 1951. 

(b) Constructed project works consisting of a rock-fill dam about 10 feet 
high and about 140 feet long with a concrete spillway and fishway; a wooden 
powerhouse containing a turbine connected to a generator with a capacity of 
250 kva; a transmission line; and appurtenant electrical facilities; the location, 
nature and character of which are more specifically shown by the exhibit here- 
inbefore cited and by a certain other exhibit which also formed by reference 
part of the application for license and which is designated and described as 
follows: 

Echibit M: A typewritten document in one sheet entitled “General de- 
scriptions and general specifications of mechanical, electrical, and trans- 
mission equipment,” signed on November 18, 1939, by Charles Pond. 

(ec) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project 
is approved or acquiesced in by the Commission; also, all riparian or other 
rights, the use or possession of which is necessary or appropriate in the main- 
tenance and operation of the project. 

(3) Applicant is a private corporation organized under the laws of the State 
of Idaho and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable State laws insofar as necessary for the operation 
of the project. 

(4) Public notice of the application has been given. No conflicting applica- 
tion is before the Commission. No protests have been received. 

(5) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(6) The issuance of a new license for the project will not interfere or be in- 
consistent with the purposes for which the Targhee National Forest was created 
or acquired. 

(7) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for the improvement and utilization of water-power development, and for 
other beneficial public uses, including recreational purposes. 

(8) The installed capacity of the project is 268 horsepower. 

(9) The energy generated by the project is used by Applicant at its resort 
and lodge. 
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(10) The project transmission line operating at 2,300 volts and connecting the 
powerhouse with the distribution facilities at Applicant’s resort, is part of the 
project within the meaning of Section 3(11) of the Act. 

(11) The amount of annual charges to be paid under the new license for the 
project for the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, and for recompensing it for the use, occupancy, 
and enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(12) The exhibits designated and described in finding (2) above conform to 
the Commission’s rules and regulations and should be approved as part of the 
new license for the project. 


The Commission orders: 


(A) This new license is issued to Pond’s Lodge, Inc., Island Park, Idaho, 
(hereinafter referred to as the Licensee), under Sections 4(e) and 15 of the 
Federal Power Act, for a period of five years, effective as of November 1, 1959, 
for the operation and maintenance of Project No. 1413 on Buffalo River, trib- 
utary to Henry’s Fork of Snake River, in Freemont County, Idaho, and affecting 
lands of the United States within the Targhee National Forest, subject to the 
terms and conditions of the Act which is incorporated by reference as a part 
of this license, and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in Form 
L-1, December 15, 1953, entitled “Terms and Conditions of License for Con- 
structed Major Project Affecting Lands of the United States” (14 FPC 562), 
which terms and conditions, designated as Articles 1 through 23, are attached 
hereto and made a part hereof, except for Article 20 therein, and subject to 
the following special conditions set forth herein as additional articles: 

Article 24. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, $11.44; 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those used only for transmission line 
right-of-way, $8.92; 

(iii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands used for transmission line right-of-way only, 
$9.84. 

Article 25. Effective November 1, 1959 (the first 20 years of operation of the 
project under license having been completed on October 31, 1959), six percent 
per annum shall be the specified rate of return on the net investment in the proj- 
ect for determining surplus earnings of the project for the establishment and 
maintenance of amortization reserves, pursuant to Section 10(d) of the Act; 
one-half of the project surplus earnings, if any, accumulated after October 31, 
1959, in excess of six percent per annum on the net investment, shall be set aside 
in a project amortization reserve account as of the end of each fiscal year, pro- 
vided that, if any to the extent that there is a deficiency of project earnings 
below six percent per annum for any fiscal year or years after October 31, 1959, 
the amount of such deficiency shall be deducted from the amount of any sur- 
plus earnings accumulated thereafter until absorbed, and one-half of the 
remaining surplus earnings, if any, thus cumulatively computed, shall be set 
aside in the project amortization reserve account; and the amounts thus estab- 
lished in the project amortization reserve account shall be maintained therein 
until further order of the Commission. 
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(C) The exhibits designated and described in finding (2) above are approved 
as part of this new license. 

(D) This order shall become final 30 days from the date of its issuance un- 
less application for rehearing shall be filed as provided in Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this new license. In acknowledgment of the acceptance of this 
new license, it shall be signed for the Licensee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Before Commissioners: Joseph C, Swidler, Chairman; Jerome K. Kuyken- 
dall, Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


THE WESTERN COLORADO POWER COMPANY, PROJECT NO. 733 


ORDER APPROVING REVISED PROJECT EXHIBIT 
(Issued December 13, 1961) 


Application was filed on May 8, 1961, and amended on September 28, 1961, 
by The Western Colorado Power Company, licensee for major Project No. 733, 
for Commission approval of revised Exhibit M to show changes in the general 
description of the mechanical and electrical equipment in the project as built. 

According to the application, the changes are necessary and desirable for the 
reason that during the installation of equipment to make the plant semiautoma- 
tic in operation, certain existing mechanical and electrical equipment was re- 
moved. The remaining mechanical and electrical equipment is described in 
the revised Exhibit M of the subject application. 

The Commission finds: 


The afore-mentioned revised Exhibit M, filed May 8, 1961 in one sheet, con- 
forms to the Commission’s rules and regulations and should be approved as 
part of the license for the project, and the amended Exhibit M, in one sheet, 
now part of the license—signed by G. M. Gadsby, President, on September 20, 
1937—which is superseded, should be eliminated from the license for the pro- 
ject—all as hereinafter provided. 

The Commission orders: 


The amended Exhibit M described in the above finding as conforming to the 
Commission’s rules and regulations is approved as part of the license for Pro- 
ject No. 733, and the exhibit described in the same finding as being superseded 
is eliminated from the license for the project. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


J. M. HUBER CORPORATION, DOCKET NO. G-—10246 
ORDER GRANTING MOTION TO TERMINATE PROCEEDING 


(Issued December 14, 1961) 


J. M. Huber Corporation (Huber) on October 18, 1961, filed a motion to ter- 
minate the above-entitled proceeding which was instituted, pursuant to Sections 
5 and 15 of the Natural Gas Act, by the Commission’s order issued on April 13, 
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1956 (15 FPC 1291), for the purpose of enabling the Commission (1) to deter- 
mine with respect to Huber whether in connection with any sale of natural gas, 
subject to the jurisdiction of the Commission, any rates, charges, or classifica- 
tions, demanded, observed, charged, or collected, or any rules, regulations, prac- 
tices or contracts affecting such rates, charges, or classifications are unjust, un- 
reasonable, unduly discriminatory, or preferential; and (2) if the Commission, 
after hearing has been had, shall find that any such rates, charges, classifica- 
tions, rules, regulations, practices, or contracts are unjust, unreasonable, unduly 
discriminatory, or preferential, to determine and fix by appropriate order or or- 
ders, just and reasonable rates, charges, classifications, rules, regulations, prac- 
tices, or contracts to be thereafter observed and in force. Pursuant to the au- 
thority contained in Sections 5 and 15 of the Natural Gas Act, the Commission by 
its aforementioned order issued April 13, 1956, directed that a public hearing be 
held upon a date to be fixed by further order of the Commission concerning the 
matters specified above. No order fixing date of hearing has been issued by the 
Commission in this proceeding. 

Previous to the Commission’s order instituting said rate investigation, Huber 
tendered for filing with the Commission proposed changes in rates for sales 
of natural gas from the West Panhandle Field (Texas Railroad District No. 10) 
to Panhandle Eastern Pipe Line Company (Panhandle) and Northern Natural 
Gas Company (Northern Natural). The existing rates for these sales were 
established by contract and the unilateral changes proposed by Huber were re- 
jected by order issued in Docket Nos. G-9310 and G—9416 in conformity with the 
decision of the Supreme Court of the United States in United Gas Pipe Line Co. v. 
Mobile Gas Service Corporation and Federal Power Commission v. Mobile Gas 
Service Corp., 350 U.S. 332 (1956). 

Huber, in its attempted filing of changes in rates, alleged that the existing 
rates for sales included in such filings were unjust, unduly discriminatory, pref- 
erential, or otherwise unlawful, and not in keeping with the public interest and 
requested the Commission to fix just and reasonable rates for the sale of such 
natural gas. 

In support of its motion to terminate this proceeding’ Huber states that its 
contracts with its purchasers, Panhandle and Northern Natural, have now been 
amended increasing its rates of 3.7¢ and 4.0¢ per Mcf at 14.95 psia to 11.0¢ per 
Mcf under Huber’s FPC Gas Rate Schedules Nos. 2 and 4, respectively. The in- 
creased rate of 11.0¢ per Mcf at 14.65 psia covering the sale of natural gas to 
Panhandle under Huber’s FPC Gas Rate Schedule No. 4 (Supplement No. 10) 
was permitted to become effective as of March 30, 1961, pursuant to the Commis- 
sion’s order issued March 29, 1961, in Docket No. RI61-95. The increased rate 
of 11.0¢ per Mcf at 14.65 psia for sales to Northern Natural under Huber’s FPC 
Gas Rate Schedule No. 2 (Supplements Nos. 6 and 7) was accepted for filing by 
the Commission’s letter dated September 27, 1961, and permitted to become ef- 
fective as of October 1, 1961. The sales here involved are made from fields lo- 
cated in Texas Railroad District No. 10. The area price level for increased rates 
applicable to these sales is 11.0¢ per Mcf at 14.65 psia as announced in the Com- 
mission’s Statement of General Policy No. 61-1. 

Huber further states that in the light of the fact that the low rates which 
caused the Commission to order its investigation in Docket No. G—10246 have 
now been corrected by agreements between Huber and its purchasers, Panhandle 
and Northern Natural, Huber believes that the continuation of the proceeding in 
Docket No. G—10246 is no longer necessary or appropriate and requests the ter- 
mination thereof. 

The Public Service Commission of the State of New York submitted a notice 
of intervention and Panhandle filed a petition to intervene in the investigation 
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proceeding in Docket No. G—-10246. However, no protests have been filed herein 
to Huber’s motion to terminate proceeding. 

Upon consideration of the matters presented by Huber in its motion to termi- 
nate, the filing by Huber of the amendments to these parties contracts provid- 
ing for increased rates of 11.0¢ per Mcf and the acceptance thereof by the Com- 
mission as set forth above, and in conformity with the Commission’s Statement 
of General Policy No. 61-1 [18 CFR, Chapter I, Part 2, Section 2.56], issued Sep- 
tember 28, 1960, for jurisdictional sales of natural gas for Texas Railroad Dis- 
trict No. 10, it is believed that the public will best be served by granting Huber’s 
motion to terminate this rate investigation proceeding. 


The Commission finds: 


It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the investigation of Huber’s rates 
under Sections 5 and 15 of the Act, instituted by the Commission, on its own mo- 
tion, by order issued herein on April 13, 1956, be dismissed and the proceeding 
in Docket No. G—-10246 terminated. 


The Commission orders: 


The investigation of Huber’s rates under Sections 5 and 15 of the Natural Gas 
Act, instituted by order of the Commission issued April 13, 1956, in Docket No. 
G-10246, is terminated. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NOS. G—20388, 
G-20389 AND G-—1922 


OPINION AND ORDER REVERSING PRESIDING EXAMINER, ISSUING CERTIFICATE OF PUBLIC 
CONVENIENCE AND NECESSITY AND AUTHORIZING IMPORTATION OF GAS 


(Issued December 14, 1961)* 
Syllabus 


1. Tennessee’s proposed purchase of Canadian gas on interruptible basis found 
in public interest since (1) 37 cent price is “in line” with cost of making 
Southwest gas available in its Northern and New York rate zones; (2) 
Existing facilities will be used, part of which are now standing idle and 
constitute part of rate base; (3) Supplementary source of gas will be 
available without additional construction resulting in increased cost of 
service; (4) Certificate is conditioned to permit receipt of gas only so long 
as price does not exceed 37 cents per Mcf and volumes are limited as 
specified; and (5) Will aid TGT in its policy of going into each winter 
season with underground storage as full as possible, thus enabling it to 
meet any emergency. P. 864. 

2. Distinguishing American Louisiana, Op. 316 and Midwestern, Op. 331, Com- 
mission finds submission of market evidence is not absolute requirement 
for issuance of certificate in every case. P. 865. 

3. Commission issues certificate of public convenience and necessity under Sec- 
tion 7 of the Natural Gas Act and authorizes importation of gas under 
section 3 of the Act. P. 866. 


William C. Braden, Jr., L. R. Pankonien, Harry S. Littman, and Jack Werner 
for Tennessee Gas Transmission Company. 


*Designated Commission Opinion No. 349; Initial decisions appear on P. 867 and P. 
874. Re hearing denied by order issued February 14, 1962, 27 FPC 367. 
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Edward B. Galland, Tilford A. Jones, and William Anderson for The Manu- 
facturers Light & Heat Company. 

Edward B. Galland, Tilford A. Jones, and W. F. Laird for The Ohio Fuel Gas 
Company. 

Edward B. Galland, Tilford A. Jones, and R. K. Talbott for United Fuel Gas 
Company. 

C. William Cooper and Norman A. Flaningam for Consolidated Natural Gas 
Company. 

G. Kirby Herrington and Norman A. Flaningam for New York State Natural 
Gas Corporation. 

George C. Williams and Norman A. Flaningam for The East Ohio Gas Company 
and Lake Shore Pipe Line Company. 

James B. Sayers and Norman A. Flaningam for Peoples Natural Gas 
Company. 

John H. Byrnside and Norman A. Flaningam for Hope Natural Gas Company. 

Jerome J. McGrath, John A. McGrath, and Robert E. Lee Hall for National 
Coal Association. 

Jerome J. McGrath, John A. McGrath, and Welly K. Hopkins for United Mine 
Workers of America. 

Jerome J. McGrath and John A. McGrath for Anthracite Institute. 

Troy T. Murray for Massachusetts Department of Public Utilities. 

James A. Gammon for Fuels Research Council, Inc., National Coal Association, 
United Mine Workers of America, and Anthracite Institute. 

George P. Lewnes for the Staff of the Federal Power Commission. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


KUYKENDALL, Commissioner: 


This consolidated proceeding involves applications of Tennessee Gas Trans- 
mission Company (TGT) under Sections 3 and 7 of the Natural Gas Act (Act) 
for authority to supplement its overall system gas supply by the importation 
and sale of Canadian natural gas. The presiding examiner issued a decision 
on September 23, 1960, denying the applications. We reopened the case on 
TGT’s request for leave to adduce additional evidence.’ Thereafter, the exam- 
iner issued a second decision on June 20, 1961, denying the applications on the 
ground that TGT had failed to show that the proposals were required by the 
public convenience and necessity or that they were consistent with the public 
interest. Exceptions to both decisions were filed by TGT contending that it has 
fully satisfied the statutory requirements. For reasons hereinafter stated, we 
conclude that TGT should be granted authority to receive, import and sell certain 
volumes of Canadian gas, and accordingly, the examiner’s decision should be 
reversed. 

TGT seeks (1) in Docket No. G—20388 authority under Section 7(c) of the 
Act to receive, transport, and sell up to 204,000 Mcf? of gas daily to be pur- 
chased on an interruptible basis from Trans-Canada Pipe Lines Ltd. (Trans- 
Canada); (2) in Docket No. G—20389 authority under Section 3 of the Act to 
import said gas; and (3) in Docket No. G—1922 an amendment to its Presidential 


1TGT requested reopening in order to submit additional evidence concerning the ability 
of its system to receive the imported gas and a form of the contract to be executed upon 
the receipt of the authorizations sought herein. 

2 At a pressure base of 14.73 psia. 
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Permit * pursuant to Executive Order No. 10485, to permit the use of its existing 
facilities at the international boundary near Niagara Falls for the importation 
of said gas. 

TGT’s position is that the importation of the interruptible gas is needed 
and required to supplement its overall gas supply to insure its ability to enter 
each winter season with its underground storage fields completely filled, that 
this supplementation of its gas supply is in the public interest, and that the 
proposed price is reasonable. No new or additional service is being proposed. 
The gas received will be sold under TGT’s existing tariff to existing customers. 

The gas will be delivered to TGT by Trans-Canada through the existing 
interconnection between their lines at the international border north of Niagara 
Falls. By means of that portion of TGT’s system known as the Niagara 
Spur the gas will enter TGT’s north main transmission line at Mile Post 
230+-4.4 near East Aurora, New York some 49 miles from the point of delivery. 
Neither Trans-Canada nor TGT will construct any new or additional facilities 
to effect this sale. 

Trans-Canada will sell and deliver to TGT, under a contract to be executed 
when the requisite authorizations are obtained,’ such quantities of gas, not 
to exceed 204,000 Mcf on any one day, as it may, from day to day, have available 
and shall tender for delivery to TGT. TGT is to accept the gas subject to the 
ability of its present facilities to receive it at pressures existing in Trans- 
Canada’s line at the point of interconnection providing such pressures are not 
less than 550 psig. The contract, which will run to December 15, 1985, will 
provide for a price of 37 cents per Mcf at 15.025 psia, in lawful Canadian money. 
There will be no minimum take or pay provision. 

Opposition to TGT’s proposal comes mainly from staff and two intervenors, 
viz, three member companies of the Columbia Gas System, Inc.,° and certain 
Coal Interests. During both proceedings, motions to dismiss on the ground 
that the requested authorizations had not been shown to be in the public interest 
were filed by the Coal Interests and staff and sustained by the examiner. 
Other intervenors are the Massachusetts Department of Public Utilities and 
Consolidated National Gas Company and several of its member companies." 

Numerous reasons were given by the examiner in support of his finding 
that the statutory requirements have not been met. These reasons taken 
together do not justify denying TGT’s applications. Considering TGT’s pro- 
posals from a fundamental point of view, the adverse impact they will have 
on TGT’s system will be less than the benefits TGT and its customers will 
experience and, therefore, we find that the proposals are required by the 
public convenience and necessity. However, we consider it necessary to dis- 
euss some of the reasons given by the examiner for denial. 

Because the gas Trans-Canada will have available will be delivered at 
pressures varying from 550 to 600 psig, TGT will have to alter its day to 
day system operations to receive the gas. This will be so because, due to the 
absence of compression facilities on the Niagara Spur, gas received at those 
pressures will reach TGT’s north main transmission line at pressures approxi- 


® Originally issued September 11, 1953, pursuant to Executive Order No. 8202, in 
Docket No. G—1922, 12 FPC 311, and amended in 24 FPC 71 on July 25, 1960 to allow 
only emergency importations and exportations. 

¢ Trans-Canada has obtained all necessary Canadian authorizations for this sale. 

5The Manufacturers Light & Heat Company, The Ohio Fuel Gas Company and United 
Fuel Gas Company. 

®Fuels Research Council, Inc., National Coal Association, United Mine Workers of 
America, and Anthracite Institute. 

7™New York State Natural Gas Corporation, The East Ohio Gas Company, Lake Shore 
Pipe Line Company, Peoples Natural Gas Company and Hope Natural Gas Company. 
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mating 230 psig. And since the presure at the junction of the Niagara Spur 
and north main tranmission line (Mile Post 230+4.4) averages between 720 
and 740 psig during the summer, and even greater in the winter, as a matter 
of ordinary system operations no Trans-Canada gas could enter the TGT sys- 
tem and be utilized as proposed by TGT in its applications. 

During the first hearing TGT stated that by reducing the discharge pressures 
from Station 229° its system could accommodate up to 204,000 Mcf of the 
Trans-Canada gas daily. However, in his first decision the examiner expressed 
doubt that pressures low enough to receive such volumes could ever be attained 
without serious detriment to TGT’s customers downstream from Station 229. 

On reopening of the hearing, TGT introduced evidence in the form of flow 
diagrams and expert testimony showing that due to the operating flexibility of 
its system east of its underground storage areas® a maximum daily volume 
of 96,900 Mcf could be received into its main line during the summer without 
detriment to customers downstream from Station 229. The evidence also shows 
that during the winter months TGT could meet the maximum obligations of its 
system customers and still receive gas at a pressure of 550 psig in volumes large 
enough to meet the entire requirements of the two customers served from de- 
livery points on the Niagara Spur.” 

The examiner found that TGT could operate its system so as to receive gas 
from Trans-Canada in the volumes and manner depicted in Exhibits 7 and 8. 
However, without advancing further explanation, he considered the necessity 
to operate the facilities “in an abnormal manner” as evidence that TGT had 
not met its statutory burden of proof. 

While there is not sufficient evidence showing that TGT’s system could satis- 
factorily accommodate larger volumes than those set forth in Exhibits 7 and 8,” 
it is clear from the record that TGT’s system can physically receive gas from 
Trans-Canada in the volumes and manner shown in Exhibits 7 and 8 without 
adversely affecting service to TGT’s present customers.” 

That TGT’s system, however, will not be operated in the ordinary manner is 
no ground for rejecting the applications here. On the contrary, we find that 
the proposed method of operation will be consistent with the public interest. 
The method of operation depicted in Exhibits 7 and 8 is “abnormal” only in 
the sense that the method there shown is different from the method ordinarily 
obtaining under which no Trans-Canada gas would be received into TGT’s 
system. The fact that no gas from Trans-Canada will enter TGT’s system under 
regular day to day operating conditions together with the fact that TGT will 
not be obligated to operate its system in order to permit receipt of any tendered 
gas will protect the public interest since TGT will be able to vary its system 


® Located on the north main transmission line approximately 15 miles upstream from 
the Niagara Spur junction. 

® Located in TGT’s northern and New York rate zones. 

10 See Exhibit 7. According to Tennessee such volumes could be received from June to 
September, inclusive, and possibly some weeks on either side of these months. While 
pressures on the north main line downstream from Station 229 would be lowered to 
receive this gas, the southwest gas normally transported through that line would be 
routed to TGT’s customers in the New York-Massachusetts area by means of TGT’s south 
main line through Station 313. 

4 See Exhibit 8. Iroquois Gas Corporation, 15,300 Mcf per day, and New York State 
Electric and Gas Corporation, 13,208 Mcf per day. Both are contract demand customers. 

#2 Furthermore, Trans-Canada reports that it can only deliver about 96,900 Mcf daily 
at the intended delivery pressures of 550 to 600 psig. 

%2The maximum possible import is approximately 20,256,814 Mecf (at 15.025) derived 
as follows: 27,940 Mcf for 215 days and 95,000 Mcf for 150 days. Trans-Canada, however, 
anticipated that only 17,378,000 Mcf would be available for export to TGT during the 
year commencing November 1, 1960. 
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operations to insure the receipt of tendered gas only when it is needed and can 
be used. 

Secondly, the examiner found that the proposed purchase price of 37 cents 
per Mcf in Canadian money had not been shown to be in the public interest. 
We disagree. We find the evidence shows that the price is “in line’ with the 
cost of making southwest gas available in TGT’s northern and New York rate 
zones 

Further, the imported gas will be transported and sold by means of existing 
facilities, part of which are now standing idle, and which presently constitute 
part of TGT’s rate base.* By this additional supply, TGT will have a supple- 
mentary source of gas without additional construction which would increase 
its cost of service.” 

The examiner was also concerned with the lack of evidence showing that 
the 37-cent price would extend beyond December 31, 1965, when Trans- 
Canada’s export permit will expire. The record clearly indicates that upon 
Trans-Canada’s application for renewal of the export permit the National 
Energy Board of Canada will review the 37-cent price. But, in view of the 
benefits which will accrue because of the availability of this additional supply 
of gas we do not believe that the application should be denied on speculation 
that the National Energy Board some three years hence may require a higher 
price or may not even renew Trans-Canada’s export permit. However, to 
assure the protection of the public interest, we will attach a condition to 
TGT’s certificate, as proposed by TGT in its exceptions, permitting the 
receipt of Trans-Canada gas only so long as the purchase price does not exceed 
27 cents per Mcf in lawful Canadian money. 

The next reason given by the examiner for denying the applications was 
that TGT has not shown that it needs or requires the Trans-Canada gas, as 
contended, to supplement its overall gas supply to insure having completely full 
underground storage fields at the beginning of each winter heating season. 
On the contrary, he stated that TGT indicated it has sufficient natural gas 
available from customer cutbacks to fill storage annually. 

There is a sharp conflict in the record as to need, but it is certainly clear 
that since TGT serves on its entire system so many customers with increasing 
demands,” especially in its northern, New York and New England zones, any 
supplemental source of gas will be beneficial to all concerned.” And in view 
of the reasonable price and comparatively small volumes, no one will be hurt 
bere by the addition of Trans-Canada as a source of gas. The record shows 
that the gas from Trans-Canada will be taken only when gas is not available 
from TGT’s present sources to fill and maintain storage levels, and that its 
importation will not reduce TGT’s purchases from present domestic suppliers. 
The availability of this gas will help TGT in pursuing the prudent policy of 
going into each winter season with underground storage fields as full as 
possible and thus enable TGT to better meet any emergency which may arise 
on its system or the systems of its customer companies or other interconnected 
distribution or pipeline companies. Accordingly, we find that the supplemen- 
tation of TGT’s gas supply with gas from Trans-Canada is in the public interest. 


14 Tennessee Gas Transmission Co., 24 FPC 71. 78-80. 

143 The rates for non-firm service provided by TGT in its northern and New York rate 
zones which TGT claims are supported by cost of service are: Seller’s option schedule. 
39.1 cents and 44.2 cents per Mcf respectively; fully interruptible, 42.4 cents and 48.1 
cents per Mcf, respectively. These rates are subject to refund in Docket No. G—19983. 

16 Tennessee Gas Transmission Company, Docket No. G—-16842, August 30, 1961. 

17 Moreover, the Commission has previously admonished TGT to supplement its gas 
supply for its existing market requirements. 21 FPC 653, 656-7, 664. 
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Finally, the examiner also found the record lacking any market data and 
on that ground alone he would deny TGT’s authorizations. TGT contends such 
data is not a prerequisite to the issuance of a certificate here and we agree. 

In arriving at his conclusion the examiner used standards set forth in 
Opinions No. 316 and No. 331” to determine whether a certificate should be 
issued here. But the authorization sought by TGT here is far different from 
that sought in the proceedings culminating in the above opinions. For here 
we are not concerned, as we were in the cited cases, with the building of new 
or additional pipeline systems or facilities, the introduction of gas into new 
market areas, or the connection of new or additional customers, all on the 
reliance of a firm supply of gas. 

The submission of market evidence is not an absolute requirement for the 
issuance of a certificate in every case.” Here, TGT desires to purchase gas 
from a new source whenever the opportunity arises in order that it may supple 
ment its existing gas supplies to better serve existing markets and customers 
by means of existing facilities. New services or facilities or markets are not 
and could not be proposed on reliance of this interruptible supply. By the 
very nature of TGT’s proposals, no showing can be made of exactly when or 
what volumes will be taken or of the exact disposition of the gas purchased. 
Consequently, the presentation of evidence here proving such things as available 
markets or adequacy of proposed markets is neither necessary nor applicable. 


The Commission further finds: 


(1) Tennessee Gas Transmission Company is a “person” within the meaning 
of Sections 2(1) and (3) of the Natural Gas Act, and the importation of natural 
gas as proposed by it is subject to the jurisdiction of the Commission under the 
provisions of Section 3 of the Act. 

(2) Tennessee Gas Transmission Company, a Delaware corporation, with its 
principal place of business in Houston, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act. 

(3) The importation of natural gas proposed by TGT in Docket No. G—203889 
is appropriate and consistent with the public interest, provided such importa- 
tion be upon the terms and conditions hereinafter specified; and an order au- 
thorizing such importation should be issued as hereinafter provided. 

(4) The proposed modification of the Presidential Permit, pursuant to 
Executive Order No. 10485 in Docket No. G—1922, for the operation and main- 
tenance of existing facilities at the international boundary, is appropriate and 
consistent with the public interest, subject to the conditions of this order and 
approved by the Secretary of Defense and the Secretary of State. 

(5) The sales of natural gas which TGT proposes to import, are sales of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion and the rendering of these sales are subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(6) The receipt, transportation, and sale of the natural gas imported by 
TGT together with the operation of any facilities subject to the jurisdiction of 
the Commission necessary therefor, are required by the public convenience and 
necessity, and the certificate therefor should be issued in Docket No. G—20388 
as hereinafter ordered and conditioned. 

(7) Subject to the requirements of the order and the certificate and the permit 
issued hereunder, TGT is able and willing properly to do the acts and perform 


13 American Louisiana Pipeline Co., 20 FPC 575, and Midwestern Gas Transmission Oo., 
22 FPC 775. 


1” Of., Tennessee Gas Transmission Company, 22 FPC 1054. 


693-488—64——_ 57 
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the services proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 


The Commission orders: 


(A) The decisions of the presiding examiner issued September 23, 1960 and 
June 20, 1961, are hereby reversed. 

(B) Tennessee Gas Transmission Company, be and the same is hereby au- 
thorized, in Docket No. G—20389, subject to the conditions specified herein, to 
import natural gas from the Dominion of Canada to the United States, by means 
of existing facilities situated at the international border near Niagara Falls in 
maximum annual volumes of 20,662,500 Mcf and maximum daily volumes as 
follows: Throughout the storage injection season, 96,900 Mcf at 14.73 psia; 
Throughout the winter heating season, 28,500 Mcf at 14.73 psia. 

(C) The authorization to import natural gas granted in Paragraph (B) above 
is subject to the following terms and conditions: 

(i) This authorization shall be effective only so long as Trans-Canada 
possesses the proper Canadian export authority. 

(ii) TGT shall make, keep and preserve full and complete records with re- 
spect to the natural gas herein authorized to be imported, and shall file with the 
Commission on or before March 31 of each year, an annual report showing, by 
months, the quantities of gas imported during the preceding calendar year and 
such other reports with respect to such importation as the Commission may 
deem necessary and in such form and manner as the Commission may prescribe. 

(iii) This authorization shall be effective only so long as TGT complies with 
the conditions of this order and continues the operations hereby authorized in 
accordance with the Natural Gas Act and all pertinent rules, regulations or 
orders heretofore or hereafter issued by this Commission. 

(iv) This authorization shall not be transferred in any manner whatsoever, 
but such authorization shall continue in effect for a reasonable time in the 
event of involuntary transfer of the facilities used thereunder by operation of 
law (including transfers to receivers, trustees or purchasers under foreclosure 
or judicial sale) pending the making of an application for permanent authoriza- 
tion and decision thereon, provided notice is promptly given in writing to the 
Commission accompanied by a verified statement that the facts relating to 
sufficiency of supply, rates and nature of use remain substantially the same as 
before the transfer. 

(D) A certificate of public convenience and necessity is hereby issued in 
Docket No. G-—20388 authorizing Tennessee Gas Transmission Company to 
operate its existing facilities for the receipt, transportation, and sale of the 
volumes of gas authorized to be imported in Paragraph (B) above, all as more 
fully described above, in the company’s application, and in the evidence in these 
proceedings, for the transportation and sale of natural gas in interstate com- 
merce for resale, upon the terms and conditions of this order. 

(BE) The following conditions shall attach to the certificate issued TGT 
herein: 

(i) The construction of new or additional facilities for the receipt, trans- 
portation, and sale of the gas to be imported is not authorized. 

(ii) This certificate shall remain effective only so long as the price to be paid 
by TGT for the gas to be imported shall not exceed 37 cents per Mef in lawful 
Canadian money. 
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(F)* Subject to approval by the Secretary of Defense and the Secretary of 
State, the permit issued to Tennessee Gas Transmission Company in Docket 
No. G-1922 will be modified to authorize TGT to maintain and operate the 
facilities authorized by such Presidential Permit for the import purposes de- 
scribed in Paragraph (B). 

(G) Tennessee Gas Transmission Company’s request for oral argument is 
denied. 


DECISION 


UPON A REMANDED PROCEEDING PURSUANT TO SECTIONS 8 AND 7 OF THE NATURAL 
GAS ACT 


(Issued June 20, 1961) 


FRAzEE, Presiding Examiner: On December 16, 1959, the Tennessee Gas 
Transmission Company (Tennessee) filed interrelated applications requesting 
authorization to import natural gas from Canada. 

In G-20388 Tennessee requests a certificate of public convenience and neces- 
sity authorizing it to receive from Trans-Canada Pipe Lines, Ltd. (Trans- 
Canada), transport and market up to 204,000 Mcf/d of natural gas on an 
interruptible basis. Trans-Canada would deliver the gas to Tennessee at a 
point on the international boundary near Niagara Falls, New York, where the 
Trans-Canada and Tennessee pipelines presently connect. In G—20889, Tennes- 
see requests authorization under Section 3 of the Natural Gas Act to import 
such natural gas from Canada into the United States. 

Tennessee at the same time filed an application to amend the Presidential 
Permit issued to it by this Commission on September 11, 1953, in G—1922 to 
permit Tennessee to operate its existing gas transmission facilities at the inter- 
national boundary near Niagara Falls, New York, for purposes other than those 
for which the original permit was issued,’ namely to permit the importation, 
receipt, transmission, and sale of natural gas from Trans-Canada through its 
existing facilities. 

Supplements to each application were subsequently filed. Numerous petitions 
to intervene were filed and approved by the Commission. These applications 
were consolidated for this hearing. 

Hearings on the consolidated dockets were commenced on September 19, 1960, 
and concluded on September 23, 1960. At the conclusion of Tennessee’s direct 
ease, counsel for the National Coal Association and the United Mine Workers 
of America, et al., intervenors herein, moved to dismiss the applicant’s case con- 
tending the evidence failed to show the granting of the import certificate would 
be consistent with the public interest and that Tennessee had not therefore 
made a prima facie case. Counsel for the Commission also moved to dismiss 
the applications arguing that Tennessee had failed to sustain its burden of proof 
and that the orders and certificates sought by it had not been shown to be in 
the public interest. Thereafter on September 23, 1960, the Presiding Examiner 
in an initial decision sustained the motions to dismiss and denied the applica- 
tions of Tennessee. 


*By order issued June 4, 1962, this paragraph was deleted and the following paragraph 
substituted in lieu thereof: 

(F) The permit issued to Tennessee Gas Transmission Company in Docket No. G—1922 
is hereby modified to authorize Tennessee to maintain and operate the facilities for the 
purposes described in Paragraph (B). 

1The original permit authorized the exportation of gas to Canada, Tennessee Gas 
Transmission Company and Niagara Gas Transmission Company, Limited, 12 FPC 311, 330. 
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Tennessee timely filed exceptions to the decision of the Presiding Examiner, 
requesting, among other things, the proceeding be reopened to permit Tennes- 
see to submit certain specified additional evidence, to wit: 


Such evidence would consist of a form of gas purchase contract between 
Trans-Canada and Tennessee which would, in itself, include all of the pro- 
visions of the gas purchase contract to be executed by Tennessee and Trans- 
Canada and, also, further engineering evidence to make abundantly clear 
Tennessee’s ability to receive gas from Trans-Canada without detriment to 
Tennessee’s customers downstream from Station 229.’ 


The Commission ordered these proceedings reopened “for the purpose of per- 
mitting Tennessee an opportunity to submit the aforesaid specified additional 
evidence,” and remanded the proceedings to the Presiding Examiner for such 
further hearing, which was held and concluded on January 9, 1961. 

At the conclusion of the presentation of the aforesaid specified, additional 
evidence by Tennessee, counsel for the National Coal Association and the United 
Mine Workers of America, et al., together with counsel for the Commission, re- 
newed their motions to dismiss, based initially on the same premise as their 
respective original motions which had been previously sustained by the Presiding 
Examiner in his initial decision filed on September 23, 1960. The renewed 
motions were taken under advisement by the Presiding Examiner to be ruled 
upon in his decision in this reopened hearing. 

Following the reopened hearing, briefs were filed by the applicant, the inter- 
venors, and the Commission Staff. 

The record herein shows that Trans-Canada and Tennessee have entered 
into a tentative agreement under which Trans-Canada may offer a maximum 
of 204,000 Mcf/d of natural gas to Tennessee at the point on the international 
boundary near Niagara Falls, where the Trans-Canada and Tennessee lines 
presently connect, the acceptance of the gas being subject, however, to the 
Tennessee system’s capability of receiving such quantities of natural gas into 
its transmission facilities. No new facilities were proposed by these applica- 
tions and no change has been proposed in Tennessee’s presently existing system 
which would enable it to receive and transmit the 204,000 Mcf/d of natural gas 
from the international boundary through the Niagara spur to the Tennessee 
system’s main transmission line.* Under the proposed agreement, Trans-Canada 
is not obligated to tender any natural gas to Tennessee, neither is Tennessee 
under any obligation to accept any natural gas should it be tendered to it by 
Trans-Canada. Therefore witnesses for Tennessee testified it could not rely 
on gas from Trans-Canada to increase its peak-day capacity, as authorized by 
this Commission, see Tennessee Gas Transmission Company, 24 FPC 71, or the 
peak-day capabilities of the Tennessee system. The sale and delivery of inter- 
ruptible supplies of natural gas to Tennessee, as aforesaid, would enable Trans- 
Canada to maintain a higher load factor on its line and thereby contribute to its 
operating efficiency by permitting it to deliver natural gas to Tennessee on those 
days when Trans-Canada has excess gas in its system due to cutbacks in 
Canadian demand for such gas. A Tennessee witness stated gas would be avail- 
able from Trans-Canada only at the option of Trans-Canada and “in planning 
the design and construction and operation of our system, in order to meet our 
contractual commitments to our customers, we have to rely only upon the gas 
that is available to us in our southwest producing area.” 





2 Page 17, exceptions of Tennessee Gas Transmission Company to decision of Presiding 
Examiner. 

2A peak-day capacity of 2,669,031 Mcf was authorized in Tennessee Gas Transmission 
Company (July 1960), 24 FPC 71. 
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This Commission by its Opinion 261, in Tennessee Gas Transmission Company 
and Niagara Gas Transmission Company, 12 FPC 311, authorized Tennessee to 
construct and operate the Niagara spur‘ and to transport up to 115,000 Mcf/d 
of natural gas for the Niagara Gas Transmission Company, Ltd. (Niagara) of 
Canada. The gas being purchased by Niagara in the Gulf coast area of the 
United States and then being transported by Tennessee and delivered to Niagara 
at the international boundary near Niagara Falls, N.Y. A Presidential Permit 
was issued to Tennessee authorizing it to construct, operate and maintain a 
dual submerged 20-inch pipeline crossing the Niagara River for the exportation 
of the natural gas to Canada. See Tennessee Gas Transmission, Company and 
Niagara Gas Transmission Company, 12 FPC 311, 332. Niagara Gas Transmis- 
sion transports the gas from its connection with Tennessee’s Niagara spur at 
said international boundary to the vicinity of Toronto for the Consumers Gas 
Company. The need for this transportation service ceased when Trans-Canada 
initiated complete natural gas service to the Consumers Gas Company on 
November 5, 1958. Tennessee has been authorized to abandon such trans- 
portation service to Niagara. See Tennessee Gas Transmission Company, 
24 FPC 71, 78. 

Under the provisions of the Precedent Agreement® between Trans-Canada 
and Tennessee, the natural gas would be delivered at the international boundary 
at not less than 550 psig. A Trans-Canada witness testified the delivery pres- 
sures would probably not exceed the 550 psig and that there was no contempla- 
tion on the part of Trans-Canada to install pumping capacity to increase this 
delivery pressure. Under New York State law the maximum pressure on the 
Niagara spur is limited to 750 psig. There are no compression facilities on the 
Niagara spur. The senior sales engineer for Tennessee testified if the gas was 
delivered by Trans-Canada to Tennessee at the international boundary at 550 
psig then the pressure would gradually diminish in the Niagara spur so that 
at the point of delivery, 48.6 miles away, it would approximate 230 psig. 
Tennessee’s compression Station 229, which is approximately 20 miles upstream 
from the point where the Niagara spur enters the Tennessee north main line, 
maintains a discharge pressure of 760 psig. During the hearing a Tennessee 
witness stated that during most of that summer® the discharge pressure at 
Station 229 had been maintained at very close to 760 psig and that the pressure 
in the north main Tennessee line at M.P. 230 plus 4.4, where the Niagara spur 
joins said north main line, was 20 to 40 psig less than the discharge pressure at 
Station 229, or 740 to 720 psig, and that the winter time pressures at Station 229 
and at M.P. 230 plus 4.4 would be even greater. This Tennessee witness stated 
the pressures in the north main line were never as low as 230 psig. 

At the reopened hearing the chief engineer for Tennessee, sponsoring Tennes- 
see’s Exhibit 7, a summer day flow diagram, explained how the north main 
Tennessee line from Station 229 and the south main Tennessee line from Station 
313 could be abnormally operated to receive 96,900 Mcf/d of gas at 14.73 psia 
(95,000 Mcf/d at 15.025 psia) from Trans-Canada. This witness testified it 
would be necessary to reduce the north main line pressure from its summer time 
normal of 740-720 psig to a pressure which would permit the flow of the Trans- 
Canada gas into the north main Tennessee line. To operate the north main 
Tennessee line in this abnormal manner, the chief engineer said, would depend 
on the particular conditions prevailing in the area at that particular time. The 


‘The Niagara spur is a 20-inch O.D. line, 48.6 miles long. It connects with the Tennes- 


see north main pipeline 20 miles downstream from Station 229 at a point designated as 
M.P. 230 plus 4.4. 


5 Exhibit 6. 
* This testimony given on September 21, 1960. 
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Tennessee chief engineer further testified that Tennessee would take no gas from 
Trans-Canada during the summer months except at such times as the Tennessee 
lines west of Tennessee’s underground storage fields were loaded, thereby elimin- 
ating cutbacks in Tennessee’s takes from its domestic suppliers in the south- 
west. Under the theory of the abnormal operation of the two Tennessee main 
transmission lines, downstream from Stations 229 and 313, when the pressure 
was lowered in the north main line, downstream from Station 229, the gas which 
normally would be transmitted through that line would be routed through the 
south main line through Station 313, and from there rerouted to the custom- 
ers served normally with the gas from the north main line. The Tennessee 
chief engineer said that this abnormal operation of its north and south main 
lines, to receive the Trans-Canada gas, would have no effect on Tennessee’s ser- 
vice to its customers in the New York-Massachusetts area downstream from 
Station 229. 

The chief engineer for Tennessee testified, in sponsoring Tennessee’s Exhibit 8, 
a winter day flow diagram, that Tennessee could take the interruptible supplies 
of natural gas from Trans-Canada on a winter day and deliver such Trans- 
Canada gas to the Tennessee firm contract demand customers’ on the Niagara 
spur. The gist of Tennessee’s Exhibits 7 and 8, and the testimony of its chief 
engineer, was to demonstrate how the Tennessee system downstream from 
Stations 229 and 313 might be operated to receive the Tennessee gas but, the 
chief engineer said, Tennessee was under no obligation to “operate its system 
in this abnormal manner.” 

A Tennessee witness testified at the reopened hearing the taking of the Trans- 
Canada gas would enable Tennessee to fill its storage fields during the summer 
and thereby enter the winter season with its storage filled to its maximum capac- 
ity. The evidence in this record shows that Tennessee entered its 1960-61 win- 
ter heating season with its storage fields essentially full. Tennessee witnesses 
stated Tennessee’s ability to inject gas received from its domestic suppliers in 
the southwest during such summer months depends upon the takes of its cus- 
tomers during such summer months. 

In Tennessee Gas Transmission Company, 24 F.P.C. 71, 77, the Commission 
found “Tennessee’s presently authorized pipeline system is ... adequate to 
meet its delivery obligations, including those involved herein, through the period 
ending October 31, 1961.” Tennessee, in that hearing, indicated it would soon 
thereafter file an application for authority to construct additional facilities 
adequate to meet the increased requirements of its existing customers for the 
1960-61 winter. By such application® Tennessee expected to achieve the ne- 
cessary balance between the authorized pipeline capacity on the one hand and 
the maximum authorized natural gas service obligations on the other hand.® 

Under the tentative agreement Tennessee would pay Trans-Canada 37¢ per 
Mcf in the equivalent of Canadian money. Tennessee would pay any U.S. im- 
posed taxes, Trans-Canada paying any Canadian taxes. The rate of exchange 
between Canadian currency and U.S. currency is a variable one” thus the price 
being paid Trans-Canada for the gas may fluctuate when paid at the Canadian 


7 New York State Electric and Gas Company and the Iroquois Gas Company. 

8 CP60-94 filed by Tennessee on May 2, 1960, has been amended several times and has 
not yet been set for hearing. By this application, Tennessee was granted, among other 
things, a temporary certificate to construct and operate a 30-inch loop between Stations 


229 and 237. It is between these two stations that the Niagara spur interconnects with 
the north main Tennessee line 


® Tennessee Gas Transmission Company, 24 FPC 71, 77. 

10 The record of the first hearing shows that the Canadian dollar was then worth $1.04 
in U.S. money but this rate of exchange had dropped, at the date of the reopened hearing, 
so that the Canadian and U.S. dollar were nearly in balance. 
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rate of exchange. The tentative agreement between Tennessee and Trans- 
Canada is for a term of 25 years, or so long as Trans-Canada delivers natural 
gas to the Midwestern Gas Transmission Company.” 

The National Energy Board of Canada granted an export license to Trans- 
Canada to export and sell natural gas to the Midwestern Gas Transmission 
Company, supra, commencing April 10, 1960, and terminating May 14, 1981, a 
period in excess of 21 years. A Trans-Canada witness testified the expiration 
date of the Midwestern contract, namely, May 14, 1981, coincides with the ex- 
piration date of Trans-Canada’s permit to export gas from the Canadian pro- 
vince of Alberta, Trans-Canada’s source of supply. 

There is evidence in the record to indicate Trans-Canada might offer Ten- 
nessee only the surplus gas not taken by Midwestern and that this is the reason 
the term of the Tennessee contract was limited to the Midwestern deliveries. 
The only gas that Trans-Canada, under the Canadian law, may offer to Ten- 
nessee at Niagara is that gas which is “entirely surplus at that moment to 
Canadian requirements.” 

Exhibit 5 herein is a copy of license No. GL-2, issued by the National Energy 
Board of Canada, for a period of five years, or until December 31, 1965, au- 
thorizing Trans-Canada to export, sell and deliver to Tennessee at Niagara up 
to 204,000 Mcf/d of natural gas at a price “not less than 37¢ per Mcf at 15.025 
psia.” At the expiration of the 5-year export license, and on an application for 
renewal, the Canadian Energy Board would, the Trans-Canada witness stated, 
review the 37¢ per Mcf price to Tennessee.” 

A Tennessee witness testified Tennessee had storage capacity of 35,500,000 
Mecf of which 22,800,000 Mcf is required for its general service customers and 
5.000,000 Mcf is required for its SS—5 customers. Tennessee’s gas for storage be- 
comes available as a result of summer cutbacks of its “G customers”—Tennessee 
terms this “swing” gas. The Tennessee pipeline capacity is designed to be 
equal to 100% of Tennessee’s contract obligations to its contract demand cus- 
tomers. The Tennessee system facilities were designed to provide the capacity 
to transport natural gas from the point of purchase in the southwest area of 
the United States and to inject into storage 27,800,000 Mcf of such gas. The 
extra storage capacity of 7,700,000 Mcf—the difference between 35,500,000 Mcf 
and 27,800,000 Mcf—is to take care of the cutbacks of Tennessee’s contract 
demand customers—this cutback gas goes into storage. 

A witness for Tennessee stated many of the Tennessee purchase contracts with 
its southwest producers contain minimum take-or-pay-for provisions but he 
stated during the year preceding the initial hearing herein, Tennessee has 
taken its minimum quantities. These contracts also contain make-up and pre- 
payment provisions. 

Tennessee’s obligation to take gas from Trans-Canada is limited to the physi- 
eal capability of the Tennessee system to receive the tendered gas and further 
limited by the 204,000 Mcf/d under the proposed agreement. Tennessee is 
under no obligation to Trans-Canada to operate its system in the abnormal 
manner described by its witnesses in supporting Exhibits 7 and 8. Under the 
normal operation of the Tennessee system, and especially in that part of the 
north main Tennessee line downstream from Station 229, the pressures are 
such that the flow of gas would be from this line into the Niagara spur rather 
than from the Niagara spur into the north main Tennessee line. 

In CP60-94, Tennessee requests this Commission for a certificate of public 
convenience and necessity authorizing it to construct additional facilities to 


11 Midwestern Gas Transmission Company, 22 FPC 775. 
122The record indicates Trans-Canada sells interruptible gas in Canada for 39¢ per Mcf. 
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transport “swing capacity” @ gas to storage. CP60-94 is presently pending before 
the Commission, some temporary authorizations have been issued. Tennessee 
witnesses state they make no reliance on the availability of Trans-Canada gas 
in designing and constructing the facilities sought in CP60—94. 

Tennessee maintains it needs the Trans-Canada gas to enable it to fill its 
storage capacity. In the Tennessee Gas Transmission Company, 24 FPC 71, 
Tennessee sought a certificate to render Temporary Winter Service (TWS) to 
its customers at or west of storage under a proposed TWS rate schedule. Ten- 
nessee, in that hearing, said this TWS service would involve the sale of storage 
gas made available by the failure of its contract demand customers to take all 
the gas to which they were contractually entitled, or by the failure of its general 
service customers to take their total estimated requirements, Such gas would 
be made available to other customers when in Tennessee’s judgment its storage 
balances were adequate to provide such service in addition to the anticipated 
normal requirements of the system for the winter period. No additional facili- 
ties were requested nor would be required for such storage. The Presiding 
Examiner “ in his decision denied the application for the proposed TWS service 
for the reason that no specific market had been shown for the service and that 
the volumes of gas to be sold and the customers who would receive it were not 
specified. The Commission, on review, modified the Examiner’s decision with 
reference to the TWS service respecting markets, by stating “as to the matter 
of markets, although we stated in the order cited above that we have authority 
to issue a certificate authorizing service even though the particular persons 
who would receive the service are not specifically designated, such a case would 
be the exception, not the rule.” The Commission waived the provisions of 
Section 154.22 of the Commission’s Regulations under the Natural Gas Act and 
authorized Tennessee to file with the Commission a rate schedule and form of 
service agreement satisfactory to the Commission covering its proposed TWS 
service. As of the date of the reopened hearing, in this proceeding, such TWS 
rate schedule and form of service agreement had not been filed with this 
Commission. 

Tennessee filed a petition to intervene in the matter of the Manufacturers 
Light & Heat Company, et al., CP61-155 et al., which was incorporated in this 
record by reference, in which Tennessee asserts that the Columbia Companies’ 


contract demand customers have made the following cutbacks on their purchases 
from Tennessee: 


BE Stdcmanncciwaiesncemadiadstecsakles 32.2 billion cubic feet 
Sissi tesa teasing cacti aig Se seal asaalaed 22.4 billion cubic feet 
RO ta ai cialis hinnnsh Sinica ac 82.2 billion cubic feet 
cist ies ec cc 23.5 billion cubic feet 


Tennessee contended in its aforesaid petition to intervene that these Columbia 
cutbacks would not only continue but would grow increasingly greater if the 
applications of the Manufacturers Light & Heat Company et al., were authorized 
by this Commission. 

Tennessee has, by the record made herein, sufficient natural gas available to 
it from the cutbacks of its own customers to fill its storage annually. Also by 
the record made in Tennessee Gas Transmission Company, 24 FPC 71, in applying 
for TWS, Tennessee indicates it has a surplus of natural gas for sale from 
storage during the periods of its peak demand. 


18Gas which becomes available to Tennessee by reason of summer cutbacks by general 
service customers. 


144 Woodall, June 6, 1960. 


FEDERAL POWER COMMISSION 873 


The Tennessee vice president in charge of sales admits on this record the unit 
cost of the gas made available to Tennessee for storage by the cutbacks of its 
customers is considerably less than the unit cost of the interruptible gas which 
may be offered by Trans-Canada to Tennessee. 

This Commission has heretofore said that the importation of natural gas from 
Canada into the United States was in the best interest of both Canada and the 
United States and that such imports should be authorized, upon a proper show- 
ing, as being in accordance with the general economic relationships between the 
two countries. 

The following are some of the various particulars wherein the Tennessee 
applications and record made herein fail to sustain, by a preponderance of the 
evidence, the burden of proof required by the statute for a showing that the 
proposal is consistent with the public interest : * 

(1) The 25-year term of the tentative agreement between Tennessee and 
Trans-Canada exceeds the term of the export license issued to Trans-Canada 
by the province of Alberta, Dominion of Canada. 

(2) The tentative agreement between Tennessee and Trans-Canada is condi- 
tioned upon deliveries being made to the Midwestern Gas Transmission Com- 
pany,” 22 FPC 775. 

(3) The tentative agreement between Tennessee and Trans-Canada prescribes 
a 37¢ per Mcf firm price for 25 years “subject to the applicable rules of all gov- 
ernmental authorities.” Yet, Trans-Canada has only a 5-year permit, expiring 
on December 31, 1965 to export, sell and deliver natural gas to Tennessee at 
this price. Thereafter, the permit, as well as the unit price, is reviewable upon 
application by Trans-Canada for an extension thereof. There is no assurance 
on this record that the 37¢ per Mcf contract price will be extended beyond 
December 31, 1965. 

(4) There is no showing on this record by Tennessee of its need for the 
Trans-Canada gas. On the contrary, Tennessee on the record made herein, 
indicates it has now, and perhaps for the foreseeable future, adequate supplies of 
natural gas derived from cutbacks of its present customers with which to fill its 
storage to capacity. 

(5) In the reopened hearing, Tennessee offered no market data although the 
Examiner in his initial decision filed herein on September 23, 1960, sustaining 
the motions to dismiss, indicated such data was prerequisite to the issuance of 
a certificate of public convenience and necessity. 

(6) Tennessee indicated, in the reopened hearing, how it was possible for it 
to operate its north main transmission line, downstream from Station 229, in an 
abnormal manner which would be necessary to permit it to receive any gas that 
might be tendered to it by Trans-Canada. 

(7) Witnesses for Trans-Canada and Tennessee unequivocally state Tennessee 
is under no obligation to operate its transmission facilities in the abnormal 
manner as outlined by Tennessee to permit it to receive any gas tendered it by 
Trans-Canada. 

(8) Under Canadian law the only gas that Trans-Canada is permitted to offer 
to Tennessee is that gas which is “entirely surplus at that moment to Canadian 
requirements.” Tennessee cannot, under these circumstances, rely upon any 
Trans-Canada gas to meet its contractual obligations to its customers. 

Upon a careful review of the entire record herein, and the very able briefs 
filed by the respective parties, it is the considered conclusion of this Examiner 


15 Section 3, Natural Gas Act. 

i¢ Exhibit 2, and Tr. 107, line 22 e¢ seg. and Tr. 108 line 1 et seg. 
17 Bxhibit 6, paragraph 4. 

18 Exhibit 5. 
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that the character and extent of the defects in the Tennessee proposal and the 
deficiencies in its evidence of record, in each hearing, are such as to clearly estab- 
lish that Tennessee has not met the statutory requirements of public convenience 
and necessity or that the Tennessee proposals as herein presented are consistent 
with the public interest, therefore the motions to dismiss must be sustained and 
the applications denied. 

WHEREFORE, IT Is ORDERED, subject to review by the Commission, pursuant to 
its Rules of Practice and Procedure, the motions to dismiss are herewith 
sustained and the applications of Tennessee herein be and the same are herewith 
denied. 

Harry W. FRAZEE, 
Presiding Examiner. 
DECISION 


UPON A PROCEEDING PURSUANT TO SECTIONS 3 AND 7 OF THE NATURAL GAS ACT 
(Issued September 23, 1960) 


FRAzZEE, Presiding Examiner: On December 16, 1959, the Tennessee Gas Trans- 
mission Company (Tennessee), filed interrelated applications seeking authority 
to import natural gas from Canada. In Docket No. G-20388 Tennessee seeks a 
certificate of public convenience and necessity, authorizing it to receive from 
Trans-Canada Pipe Lines, Limited (Trans-Canada), and transport up to 204,000 
Mcf/d of natural gas on an interruptible basis. Trans-Canada would deliver the 
gas to Tennessee at a point on the International Boundary near Niagara Falls, 
New York, where the Trans-Canada and Tennessee lines presently connect. In 
Docket No. G—20389, Tennessee seeks authority under Section 3 of the Natural 
Gas Act to import such natural gas from Canada into the United States. 

Tennessee at the same time filed an application for an amendment to its Presi- 
dential Permit issued by this Commission on September 11, 1953, in Docket No. 
G-1922 to permit Tennessee to operate its existing gas transmission facilities 
at the International Boundary near Niagara Falls, New York, for purposes other 
than those for which the original permit was issued,’ namely, to permit the im- 
portation, receipt, and transmission of natural gas from Trans-Canada through 
said facilities. 

Supplements to each application were subsequently filed. Numerous petitions 
to intervene were filed and approved by the Commission. The applications were 
consolidated for the purposes of this hearing. 

In summary, the evidence of record shows that Trans-Canada and Tennessee 
have tentatively agreed that Trans-Canada may tender for sale to Tennessee at 
Niagara Falls up to a maximum of 204,000 Mcf/d of natural gas subject to Ten- 
nessee’s ability to receive such quantities into its existing natural gas trans- 
mission facilities. No obligation is shown on the part of Trans-Canada to offer 
natural gas to Tennessee and no obligation is shown on the part of Tennessee to 
accept any natural gas if tendered by Trans-Canada. It has been further ten- 
tatively agreed that the delivered price will be 37¢ per Mcf payable in the equiv- 
alent of Canadian money plus any U.S. imposed taxes. It was stipulated in 
the record that on September 19, 1960, the Canadian dollar was then worth $1.04 
in U.S. money. This rate of exchange is a variable one, hence the 37¢ per Mcf 
price might fluctuate month by month when required to be paid at the Canadian 
rate of exchange. 

The record further shows that Tennessee, by virtue of its Presidential Permit 
in G-1922, has a connection with Trans-Canada at the International Boundary 
on the Niagara River at Niagara Falls, New York. This connection consists 


1The original permit authorizes the exportation of gas to Trans-Canada. 
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of a 48.6 mile 20 inch line extending from Mile Post 230 plus 4.4 on the Tennessee 
main transmission line, and is referred to as the Niagara spur. Under the tenta- 
tive terms of the agreement, Trans-Canada would deliver the natural gas to 
Tennessee at Niagara Falls at a pressure of not less than 550 pounds psig. The 
evidence shows that Trans-Canada has no plans for the construction of facilities 
which would enable it to increase the delivery pressure to Tennessee at the point 
of delivery. The maximum pressure permitted by New York law, on the Niagara 
spur, is a maximum of 750 pounds psig. The record shows that the pipeline 
pressure on the discharge side of Tennessee’s Station 229, which is about 15 
miles up stream from Mile Post 230 plus 4.4 has remained fairly constant during 
this past summer’s months at 760 pounds psig. The pressure at Mile Post 230 
plus 4.4 is shown to be 20 to 40 pounds less than 760 pounds psig. Tennessee 
says it has no plan now, or projected, for the construction of facilities to increase 
the pressures on the Niagara spur which would permit the receipt of the Trans- 
Canada gas into its mainline. 

This record is completely void of any market data. Tennessee merely says it 
could use the gas for storage. yet it expects its storage capacity to be com- 
pletely filled this summer from its domestic sources of supply. Section 3 of the 
Natural Gas Act provides in part “The Commission shall issue such order (for 
the importation of natural gas) upon application, unless, after opportunity for 
hearing, it finds that the proposed exportation or importation will not be con- 
sistent with the public interest * * *.” Exhibit 1 herein shows that Tennessee 
may receive any gas tendered by Trans-Canada within the limits of the ability 
of Tennessee’s existing facilities to receive same at such pressure as may exist 
therein. From this record it appears highly improbable that the pressures on 
the Tennessee mainline down stream from Station 229 would ever be sufficiently 
low, without serious detriment to the customers of Tennessee beyond that point, 
to receive any of the Trans-Canada gas. Exhibit 2 herein is a form of contract 
which witnesses for Trans-Canada and Tennessee say they intend to follow in 
formulating an agreement, which has not been finalized, for the sale. The terms 
of the proposed agreement between Trans-Canada and Tennessee are not suffi- 
ciently spelled out on this record to permit this Examiner to determine what they 
are and, consequently, whether or not they may be in the public interest. 

At the conclusion of the presentation of Tennessee’s direct case, and before 
eross-examination of Tennessee’s witnesses, counsel for the Intervenors, the 
National Coal Association and the United Mine Workers of America, et al., 
presented a motion to dismiss the Tennessee applications on the ground that 
the granting of the import certificate would not be consistent with the public 
interest and that applicant had not therefore made a prima facie case. This 
motion was taken under advisement by the Examiner. At the conclusion of 
the cross-examination, Staff Counsel presented a motion to dismiss the Ten- 
nessee applications on the ground that there was a failure to sustain the burden 
of proof to show that the issuance of the orders and certificates sought were, 
or would be, in the public interest. 

This Commission had many of the imponderables of this hearing before 
it when it denied an import certificate in its Opinion 316, 20 FPC 575. The 
Commission there said it would not be proper for the Commission to undertake 
by conditions to do the things necessary to warrant the issuance of the order 
sought by the applicant. At a subsequent hearing wherein the requisite facts 
were presented to warrant the issuance of an import order, the Commission in 
its Opinion 331, 22 FPC 775, issued such an order. The parties in this hearing 
were parties in each of the foregoing matters. 

The burden of proof is upon Tennessee to show by a preponderance of the 
evidence that its proposal is, among other things, “Consistent with the public 
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interest” and “in the public interest” as required by the statute. This record 
fails to sustain the burden of proof to show the applications sought in this 
consolidated hearing are or will be consistent with, or in, the public interest 
as is required by the provisions of the Natural Gas Act. Tennessee has 
failed to show on this record a market for the gas proposed to be imported 
from Trans-Canada, it has also failed to show the proposed price to be paid 
for the gas to be imported is in the public interest and is required by the 
present or future public convenience and necessity. Tennessee has also failed 
to present on this record, for the consideration of the Commission, a gas 
purchase contract with Trans-Canada. These prerequisites are but a few of 
those enumerated by this Commission in its Opinions 316 and 331 hereinabove 
referred to. 

Tennessee, having failed to show upon this record the requirements of the 
statute, has thereby failed to sustain its burden of proof and therefore failed 
to prove a prima facie case. Therefore the motions to dismiss must be 
sustained and the applications of Tennessee must be denied. 

WHEREFORE, IT IS ORDERED, subject to review by the Commission, pursuant 
to its Rules of Practice and Procedure, that the motions to dismiss are here- 
with sustained and the applications of Tennessee herein be and the same 
are herewith denied. 

Harry W. FRAZEE, 
Presiding Examiner. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


TEXAS EASTERN TRANSMISSION CORPORATION ; TEXAS GAS TRANS- 
MISSION CORPORATION, DOCKET NO. CP62-6 


ORDER REMANDING 





PROCEEDING TO THE PRESIDING EXAMINER FOR FORMAL HEARING 
(Issued December 14, 1961) 


This proceeding involves the joint application, as supplemented, of Texas 
Eastern Transmission Corporation (Texas Eastern) and Texas Gas Trans- 
mission Corporation (Texas Gas) (sometimes hereinafter referred to jointly 
as Applicants) requesting a certificate of public convenience and necessity 
authorizing: (a) Texas Gas to sell up to 6,000 Mcf of natural gas per day 
to Ohio Valley Gas Corporation (Ohio Valley) for resale in Connersville, 
Indiana and environs, and (b) the delivery, for a temporary period, of natural 
gas by Texas Eastern to Ohio Valley for the account of Texas Gas in exchange 
for the delivery of equivalent volumes of gas by Texas Gas to Texas Eastern. 
Coincident with the commencement of the proposed sale by Texas Gas to Ohio 
Valley, Texas Eastern requests permission and approval to abandon natural 
gas service presently rendered by it to Ohio Valley. Upon the termination 
of the proposed temporary exchange of gas, Texas Eastern also requests 
permission and approval to abandon the meter facilities presently used to 
effect such service. Upon such termination Texas Gas would render service 
directly to Ohio Valley from its existing system. 

The proposed sale by Texas Gas to Ohio Valley is to be made in lien of 
the presently authorized sale by Texas Dastern to Ohio Valley. 

Applicants’ proposed exchange of natural gas is to enable Texas Gas to 
make the proposed sale to Ohio Valley until the latter can extend its facilities 
to connect directly with those of Texas Gas. 
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The proposal to deliver natural gas to Ohio Valley through the facilities of 
Texas Eastern under Texas Gas’ filed rate schedules may be discriminatory 
against other customers of Texas Bastern served in the same rate zone. 

Pursuant to the Secretary’s notice of application and date of hearing, dated 
October 25, 1961, an abridged hearing was held in this proceeding on Novem- 
ber 30, 1961. 


The Commission finds: 


The public interest and proper administration of the Natural Gas Act re 
quire that this proceeding be remanded to the presiding examiner for formal 
hearing with respect to the following questions: 

(i) Whether or not the proposal whereby Texas Eastern would make deliv- 
eries of natural gas to Ohio Valley at the effective and filed rates of Texas 
Gas may be discriminatory against other customers of Texas Eastern served 
in the same rate zone; 

(ii) Whether or not the public convenience and necessity requires that 
service be rendered to Ohio Valley by Texas Gas rather than Texas Eastern, 
the present supplier of natural gas to Ohio Valley. 


The Commission orders: 


(A) The proceeding in Docket No. CP62-6 is hereby remanded to the presid- 
ing examiner for formal hearing for the specific purposes set forth in the above 
findings, such remanded hearing to be held in a hearing room of the Federal 
Power Commission, 441 G Street, N.W., Washington, D.C., commencing Febru- 
ary 7, 1962, at 10:00 a.m. (EST). 

(B) Protests or petitions to intervene may be filed with the Federal Power 
Commission, Washington 25, D.C., in accordance with the Commission’s Rules 


of Practice and Procedure (18 CFR 1.8 or 1.10) on or before January 12, 1962. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


ARKANSAS LOUISIANA GAS COMPANY: DOCKET NO. CP62-73 
FINDING AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued December 15, 1961) 


On September 21, 1961, Arkansas Louisiana Gas Company (Applicant) filed 
in Docket No. CP62-73 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
construction and operation of routine budget-type natural gas transmission 
facilities from time to time during the calendar year 1962 to enable Applicant 
to connect new industrial customers purchasing gas directly from its interstate 
transmission system, all as more fully set forth in the application. 

The proposed facilities include lateral lines, taps, measuring and regulating 
stations, and other necessary delivery equipment at a total estimated cost not 
to exceed $750,000 with no single project to exceed a cost of $200,000. 

The estimated total annual volume of natural gas involved under this appli- 
cation is approximately 10,000,000 Mcf which will be delivered to direct indus- 
trial customers for use in ovens, kilns, internal-combustion engines, oilers, 
vats, dryers, and other direct-fired equipment for agricultural, oil and gas 
processing, manufacturing, mining and ore processing, forestry, and national 
defense purposes. 
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No increase in main line capacity is proposed by Applicant, and the total 
maximum volume of gas involved should not adversely affect Applicant’s gas 
supply or service to existing customers. 

The application states that the authority requested herein does not authorize 
the construction or operation of facilities to deliver interstate natural gas into 
the pipeline operated by Arkansas Industrial Pipeline Corporation which ex- 
tends from a point near Perla, Arkansas, to a point near Helena, Arkansas. 

There is no question as to Applicant’s ability to finance the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 5, 1961, respecting the matters involved in and the issues presented 
by the application in this proceeding. No petition to intervene or protest to the 
granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and that the 
Commission render a final decision herein pursuant to Section 1.30(¢c)(1) of 
the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Arkansas Louisiana Gas Company, a Delaware corporation 
having its principal place of business in Shreveport, Louisiana is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of January 26, 19438, in Docket No. G-—252 
(3 FPO 910). 

(2) The facilities hereinbefore described, all as more fully described in the 
application in this proceeding, are proposed to be used in the transportation and 
delivery of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) The construction and operation of the facilities and the delivery of 
natural gas during the calendar year 1962 as proposed by Applicant are required 
by the public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(5) It is appropriate and necessary in carrying out the provisions of the 
Natural Gas Act and the Commission’s Regulations thereunder that Applicant 
should submit, on or before March 1, 1963, a statement under oath showing: 
(a) the location of each project constructed pursuant to the authorization 
hereinafter granted, (b) a description of each such project, (c) the name of 
each customer served, (d) the actual cost of the facilities in each project, (e) 
the use to which the gas is put by each customer, and (f) the estimated annual 
volume delivered to each customer and the average rate per Mcf charged therefor. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter granted to Applicant and to the exercise of the rights 
granted thereunder. 

(7) The total expenditures for facilities constructed pursuant to the authori- 
zation hereinafter granted should be limited to a maximum of $750,000, with no 
single project to exceed a cost of $200,000, and the total deliveries of natural gas 
pursuant to this authorization should be limited to 10,000,000 Mcf. 

(8) The authorization hereinafter granted should not be interpreted to 
authorize the construction and operation of facilities to deliver interstate 
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natural gas into the pipeline operated by Arkansas Industrial Pipeline Corpora- 
tion which extends from a point near Perla, Arkansas, to a point near Helena, 
Arkansas. 

(9) A request during the public hearing for omission of the intermediate deci- 
sion procedure was unopposed by any party of record and, not having been 
denied by the Commission, is granted pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Arkansas Louisana Gas Company to construct during 
the calendar year 1962 and operate the proposed facilities and to deliver 
natural gas as hereinbefore described, and as more fully described in the appli- 
cation in this proceeding, upon the terms and conditions of this order. 

(B) Applicant shall, on or before March 1, 1963, submit to the Commission a 
statement under oath showing (a) the location of each project constructed 
pursuant to the authorization granted in paragraph (A) above, (b) a descrip- 
tion of each such project, (c) the name of each customer served, (d) the actual 
cost of the facilities in each project, (e) the use to which the gas is put by each 
customer, and (f) the estimated annual volume delivered to each customer and 
the average rate per Mcf charged therefor. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the issuance of the certificate granted in paragraph (A) above 
and to the exercise of the rights granted thereunder. 

(D) The total expenditures for facilities constructed pursuant to the author- 
ization granted in paragraph (A) above are hereby limited to a maximum of 
$750,000, with no single project to exceed a cost of $200,000, and the total 
deliveries of natural gas pursuant to this authorization are hereby limited to a 
maximum of 10,000,000 Mcf per year. 

(E) The authority here granted shall not be interpreted to authorize the 
construction or operation of facilities to deliver interstate gas into the pipeline 
operated by Arkansas Industrial Pipeline Corporation which extends from a 
point near Peria, Arkansas, to a point near Helena, Arkansas. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-11560 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND ACCEPTING SERVICE AGREEMENT 


(Issued December 15 1961) 


On November 1, 1961, El Paso Natural Gas Company (El Paso) filed in Docket 
No. G—11560 a petition to amend the Commission’s order issued May 14, 1957, 
17 FPC 681, by deleting therefrom the time limitation within which the author- 
ized facilities should be placed in actual operation, thus permitting said facili- 
ties to be placed in operation upon receipt of this requested amendment. The 
subject order granted a certificate of public convenience and necessity authoriz- 
ing the construction and operation of certain natural gas facilities which were 
intended for use in supplying natural gas, among other things, to Citizens Utili- 
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ties Company for resale in Santa Cruz County, Arizona. El Paso states that 
the subject facilities were constructed pursuant to temporary authorization 
granted by the Commission on February 19, 1957, but that they have not hereto- 
fore been placed in operation due to the inability of El Paso to satisfy a condi- 
tion in the May 14, 1957, order requiring the filing by El Paso of a service 
agreement with Citizens satisfactory to the Commission, in accordance with 
the Commission’s rules and in the form provided for by El Paso’s tariff. Said 
order of May 14, 1957, also provided that the authorized facilities should be 
constructed and placed in actual operation within eight months from the issuance 
date. 

Concurrently with the filing of the subject petition on November 1, 1961, El 
Paso tendered for filing a service agreement with Citizens Utilities dated Sep- 
tember 22, 1961, to supersede the original contract between the parties dated 
May 12, 1948. The proposed agreement provides for an increase in maximum 
delivery obligation of El Paso from 65 Mcf of natural gas per hour to 115 Mcf 
per hour, which latter figure is reasonably close to the estimated 2,700 Mcf per 
day peak day requirement indicated in the original order of May 14, 1957. 

It appears that the tendered agreement is in acceptable form and may be 
accepted for filing as complying with the condition contained in paragraph (E) 
of the aforesaid order of May 14, 1957. 

The Commission finds: 

It is necessary and appropriate in carrying out the provisions of the Natural 
Gas Act and the public convenience and necessity require that the Commission’s 
order issued May 14, 1957, in Docket No. G—11560 be amended to permit a new 
effective date for the placing in actual operation of the facilities constructed 
pursuant to the authorization contained in said order, as hereinafter ordered. 


The Commission orders: 


(A) Paragraph (B) of the Commission’s order issued May 14, 1957, in Docket 
No. G—11560 be and the same is hereby amended to read as follows: 


(B) The general conditions set forth in paragraph (b), (ce) (3), (c) (4) 
and (e) of Section 157.20 of the Commission’s Regulations under the Nat- 
ural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) above and to the exercise of the rights granted thereunder, and 
the facilities constructed pursuant to the authorization granted hereunder 
shall be placed in actual operation not later than January 15, 1962. 


(B) Paragraph (D) of the Commission’s order issued May 14, 1957, in Docket 
No. G—11560 is hereby deleted. 

(C) The related service agreement between El Paso Natural Gas Company 
and Citizens Utilities Company dated September 22, 1961, is hereby accepted 
for filing effective upon the date of issuance of this amending order. 

(D) In all other respects, said order issued May 14, 1957, in Docket No. 
G—11560 shall remain in full force and effect. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


HOMB GAS COMPANY, DOCKET NO. CP62-51 
FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT OF FACILITIES 
(Issued December 15, 1961) 


On August 24, 1961, Home Gas Company (Applicant) filed an application in 
Docket No. CP62-51, pursuant to Section 7(b) of the Natural Gas Act, for per- 
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mission and approval to abandon approximately 159.8 miles of its parallel 
6-inch transmission lines, A-1, A-2, A-3 and A-4, extending from Westover 
Header in the Town of Maine, Broome County, New York, to the Village of 
Hancock, Delaware County, New York. 

The application shows that the 4 parallel 6-inch lines are part of a system of 
old lines which were acquired from New York Transit Company in 1929 and 
which extended from the vicinity of Olean, New York, in the west to Port Jervis 
on the Delaware River in the east. Applicant states that, since completion of 
its newer 12-inch line, A-5, paralleling the above lines between Port Jervis and 
the connecting lines to the Dundee storage project, Applicant has abandoned the 
section of Lines A-1, A-2, A-3 and A-4 between Hancock and Port Jervis and 
sold a section of Lines A-3 and A-—4 west of the Westover connection to Columbia 
Gas of New York, Inc. The section of the parallel lines herein proposed to be 
abandoned was retained by Applicant for emergency and peak day demands. 
However, Applicant now states that its recent experience over several winters 
has shown that there is no further need for this section of lines. 

Applicant proposes to sell a 6.7 mile section of the subject facilities to Columbia 
Gas of New York, Inc.; the latter intends to use the facilities in its Binghamton, 
New York, distribution system. The 6.7 miles of line will be Sold in place for 
the estimated amount of $6,100, the original cost less depreciation as of the 
date of transfer. Applicant proposes to lift and salvage the remainder of the 
subject lines. 

Total salvage value, including the $6,100, is estimated at $242,100, credit to 
fixed capital is $606,200 and total cost of retiring is estimated at $190,200. 


Applicant states that no abandonment of service will result from the proposed 
abandonment of facilities. 


Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 7, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Home Gas Company, a New York corporation having its 
principal place of business in Pittsburgh, Pennsylvania, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of January 5, 1943, in Docket No. G-345 (3 FPC 895). 

(2) The facilities to be abandoned, as heretofore described and as more fully 
described in the application in this proceeding, are subject to the jurisdiction of 
the Commission, and abandonment of such facilities is subject to the require 
ments of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) Such abandonment by Applicant, as heretofore described, is permitted by 
the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 
(A) Permission for and approval of the abandonment by Applicant, Home 
Gas Company, of the facilities hereinbefore described, all as more fully de 


scribed in the application in this proceeding, be and the same is hereby granted. 
693-488—64——_58 
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(B) Applicant shall advise the Commission of the date of the abandonment 
within 10 days of the date thereof. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


LONE STAR GAS COMPANY, DOCKET NO. CP62-72 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued December 15, 1961) 


On September 21, 1961, Lone Star Gas Company (Applicant) filed in Docket 
No. CP62-72 an application pursuant to Section 7(c) of the Natural Gas Act 
for a certificate of public convenience and necessity authorizing the construc- 
tion and operation of lateral pipelines and related facilities to enable Applicant 
to take into its certificated main pipeline system natural gas which will be 
purchased from time to time from producers thereof during the calendar year 
1962, at a total estimated cost not to exceed $1,000,000, with no single project 
to exceed a cost of $250,000, all as more fully set forth in the application. 

The purpose of this budget-type application is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting to its pipeline 
system new supplies of natural gas in various areas generally coextensive with 
said system. 

Applicant proposes to finance the subject facilities with funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 5, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Lone Star Gas Company, a Texas corporation having its princi- 
pal place of business in Dallas, Texas, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of April 11, 1944, in Docket No. G-442 (4 FPC 565). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation herein, are proposed to be used in the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and the 
construction and operation thereof by Applicant are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of facilities to take natural gas purchased 
from producers thereof during the calendar year 1962, as proposed by Applicant, 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
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attach to the certificate hereinafter granted and to the exercise of the rights 
granted thereunder. 

(6) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before February 28, 1963, 
a statement under oath showing by projects: (a) names of fields connected, 
(b) estimates of gas supplies attached, (c) a description of the project or 
projects that have been constructed pursuant to the authorization hereinafter 
granted, (d) the location of said project or projects, (e) the costs of said 
facilities, and (f) the names of the independent producers involved, together 
with the respective dates of the gas sales contracts and the docket numbers of 
the related producer certificate applications. 

(7) The authorization hereinafter granted should be limited to construction 
during the calendar year 1962, and the total expenditures for facilities to be 
constructed thereunder should be limited to $1,000,000, with no single project 
to exceed a cost of $250,000. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30(c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Lone Star Gas Company to construct and operate the 
proposed facilities to take natural gas purchased from producers thereof during 
the calendar year 1962, as hereinbefore described and as more fully described in 
the application in this proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) of 


Section 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the certificate granted in paragraph (A) above and to the exercise of 
the rights granted thereunder. 

(C) Applicant shall submit, on or before February 28, 1963, a statement under 
oath showing by projects: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects that have been 
constructed pursuant to the authorization herein granted, (d) the location of 
said project or projects, (e) the costs of said facilities, and (f) the names of 
the independent producers involved, together with the respective dates of the 
gas sales contracts and the docket numbers of the related producer certificate 
applications. 

(D) The authorization granted in paragraph (A) above is hereby limited to 
construction during the calendar year 1962, and the total expenditures for 
facilities to be constructed thereunder are hereby limited to $1,000,000, with no 
single project to exceed a cost of $250,000. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NO. CP62-87 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued December 15, 1961) 


On October 9, 1961, Natural Gas Pipeline Company of America (Applicant), 
filed in Docket No. CP62-87 an application pursuant to Section 7(c) of the 
Natural Gas Act for a certificate of public convenience and necessity authorizing 
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the construction and operation of meter stations, lateral pipelines, and taps on 
Applicant’s existing transmission system to enable Applicant to take into its 
certificated main pipeline system natural gas which will be purchased from 
producers thereof from time to time during the calendar year 1962, all as more 
fully set forth in the application. 

The purpose of this proposal is to augment Applicant’s ability to act with 
reasonable dispatch in contracting for and connecting to its pipeline system new 
supplies of natural gas in various areas generally coextensive with said system. 

The total cost of all projects for which authorization is sought in this “budget- 
type” application is not to exceed $3,500,000, with no single project to exceed a 
cost of $500,000. Financing will be from funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 7, 1961, respecting the matters involved in and the issues presented 
by the application in this proceeding. No petition to intervene or protest to 
the granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Natural Gas Pipeline Company of America, a Delaware corpo- 
ration having its principal place of business in Chicago, Illinois, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of October 13, 1942, in Docket No. G—235 (3 FPC 
830). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are proposed to be used in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas pur- 
chased from producers thereof during the calendar year 1962 as proposed by 
Applicant are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the Nat- 
ural Gas Act that Applicant should submit, on or before February 28, 1963, a 
statement under oath showing by projects: (a) names of fields connected, (b) 
estimates of gas supplies attached, (c) a description of the project or projects 
constructed pursuant to the authorization hereinafter granted, (d) the location 
of said project or projects, (e) the costs of the facilities so constructed, and (f) 
the names of the independent producers involved, together with the respective 
dates of the gas sales contracts and the docket numbers of the related producer 
certificate applications. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach to 
the certificate hereinafter granted to Applicant and to the exercise of the rights 
granted thereunder. 

(7) The authorization hereinafter granted should be limited to construction 
during the calendar year 1962, and the total expenditures for facilities author- 
ized to be constructed thereunder should be limited to $3,500,000, with no single- 
project to exceed a cost of $500,000. 











FEDERAL POWER COMMISSION 885 


(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Natural Gas Pipeline Company of America to con- 
struct and operate the proposed facilities to take natural gas purchased from 
producers thereof during the calendar year 1962, as hereinbefore described and 
as more fully described in the application in this proceeding, upon the terms 
and conditions of this order. 

(B) Applicant shall submit, on or before February 28, 1963, a statement under 
oath showing by projects: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects construed pursuant 
to the authorization granted in paragraph (A) above, (d) the location of said 
project or projects, (e) the costs of said project or projects, and (f) the names 
of the independent producers involved, together with the respective dates of the 
gas service contracts and the docket numbers of the related producer certificate 
applications. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the exer- 
cise of the rights granted thereunder. 

(D) The authorization granted in paragraph (A) above is hereby limited 
to construction during the calendar year 1962, and the total expenditures for 
facilities to be constructed thereunder are hereby limited to $3,500,000, with no 
single project to exceed a cost of $500,000. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


TRUNKLINE GAS COMPANY, DOCKET NO. CP62-46; MISSISSIPPI 
RIVER TRANSMISSION CORPORATION, DOCKET NO. CP62-48 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued December 15, 1961) 


On August 18, 1961, and August 21, 1961, Mississippi River Transmission 
Corporation (Mississippi) and Trunkline Gas Company (Trunkline) filed, re- 
spectively, applications, pursuant to Section 7 (c) of the Natural Gas Act, for 
certificates of public convenience and necessity authorizing: (1) Mississippi in 
Docket No. CP62-48 to construct and operate 1.9 miles of 4-inch pipeline and a 
meter and regulator station to enable it to sell and deliver up to 1,000 Mcf of 
natural gas per day to the St. Charles Gas Corp. (St. Charles) ; and, (2) Trunk- 
line in Docket No. CP62-46 to increase its presently authorized sales to Missis- 
sippi by 1,000 Mcf of natural gas per day to enable the latter to effect the 
proposed sale to St. Charles. No facilities are proposed by Trunkline. 

Mississippi’s proposed lateral will extend from the western terminus of its 
existing 18-inch pipeline in north St. Louis County, Missouri, to a point of con- 
nection with an existing pipeline owned and operated by St. Charles. Missis- 
sippi states that the gas it proposes to sell to St. Charles will be resold and 
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distributed in St. Charles, Missouri, and environs, and that said gas is required 
to meet the urgent and increasing demands for natural gas in that area. 

Mississippi estimates the cost of its proposed project to be $63,000, which cost 
will be financed from cash on hand. 

St. Charles and Mississippi have entered into a precedent agreement, dated 
May 26, 1961, providing for the 1,000 Mcf of natural gas per day herein proposed 
in Docket No. CP62-48. 

Mississippi states that the proposed sale of natural gas to St. Charles will 
reduce the cost per unit of gas transported and sold by Mississippi, and that as 
a result thereof, Mississippi proposes, upon the commencement of the subject 
sale to St. Charles, to reduce the rate under its Rate Schedule CQ-1 to reflect 
the increased sales volume. 

Mississippi and Trunkline have entered into an agreement, dated June 7, 
1961, providing for an increase of 1,000 Mcf of gas in Mississippi’s daily contract 
quantity from Trunkline. The proposed sale by Trunkline to Mississippi will 
be made pursuant to Trunkline’s FPC Gas Rate Schedule No. P-1. 

The volume of gas involved is too small to affect Trunkline’s gas reserves to 
any appreciable degree. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 7, 1961, respecting the matters involved in and the issues presented 
by the applications herein. No petition to intervene or protest to the granting 
of the applications has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Trunkline Gas Company, a Delaware corporation having its 
principal place of business in Houston, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of April 29, 1949, in Docket No. G-882 (8 FPC 250). 

(2) Applicant, Mississippi River Transmission Corporation, a Delaware cor- 
poration having its principal place of business in St. Louis, Missouri, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order issued November 29, 1960, in Docket 
No. CP60-95 (24 FPC 1020). 

(8) The facilities hereinbefore described, as more fully described in the 
application in Docket No. CP62-48, are to be used in the transportation and 
sale of natural gas in interstate commerce, and the increased sale of natural gas 
hereinbefore described, as more fully described in the application in Docket No. 
CP62-46, is to be made in interstate commerce, all subject to the jurisdiction 
of the Commission, and the construction and operation of said facilities by 
Mississippi and the proposed increased sale of natural gas by Trunkline are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(4) The construction and operation of the proposed facilities and the proposed 
sale of natural gas by Mississippi to St. Charles, and the proposed increased sale 
of natural gas by Trunkline to Mississippi are required by the public convenience 
and necessity and certificates therefor should be issued as hereinafter ordered 
and conditioned. 

(5) Applicants, Mississippi, and Trunkline, are able and willing properly 
to do the acts and to perform the services proposed and to conform to the 
provisions of the Natural Gas Act and the requirements, rules and regulations 
of the Commission thereunder. 
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(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(3) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Trunkline and to the exer- 
cise of the rights granted thereunder and that the proposed increased sale 
of natural gas hereinafter authorized shall commence within 6 months from 
the date on which this order issues. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(3), (ce) (4) and (e) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act (18 
CFR 157.20) should attach to the certificate hereinafter issued to Mississippi 
and to the exercise of the rights granted thereunder and that the construction 
of the facilities authorized by this order shall be completed and said facilities 
placed in actual operation and that the proposed sale hereinafter authorized 
shall commence within 6 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record and, not having been denied by the Commission, is granted pursuant 
to Section 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, Trunkline Gas Company, to sell and 
deliver increased volumes of natural gas to Mississippi, as hereinbefore de- 
scribed, all as more fully described in the application in Docket No. CP62-46, 
upon the terms and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, Mississippi River Transmission Corpora- 
tion, to construct and operate the proposed facilities and to sell and deliver 
natural gas to St. Charles, as hereinbefore described, all as more fully described 
in the application in Docket No. CP62-48, upon the terms and conditions of 
this order. 

(C) The general terms and conditions set forth in paragranhs (a), (b), 
(c)(3) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(D) The proposed increased sale of natural gas authorized in paragraph (A) 
above shall commence, as provided by paragraph (b) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act, within 6 months from 
the date on which this order issues. 

(E) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (c)(4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (B) hereof and to the exercise of the rights granted thereunder. 

(F) The facilities outhorized in paragraph (B) above shall be constructed 
and placed in actual operation and the sales of natural gas authorized in 
paragraph (B) above shall commence, as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act, within 
6 months from the date on which this order issues. 

(G) Mississippi shall file with the Commission 60 days prior to commence- 
ment of service to St. Charles, rate reductions, satisfactory to the Commission, 
in Rate Schedule CQ-1, based upon the increased sales volumes demand and 
commodity, resulting from the St. Charles’ sale authorized herein. 
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Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


SOUTHWEST GAS PRODUCING COMPANY, INC., DOCKET NO. RI61-111 


ORDER ACCEPTING OFFER OF SETTLEMENT, PRESCRIBING REFUNDS AND TERMINATING 
PROCEEDING 


(Issued December 19, 1961) 


On November 13, 1961, Southwest Gas Producing Company, Inc., (Southwest 
submitted an Offer of Settlement in the suspension proceeding under its FPC 
Gas Rate Schedule No. 16 in Docket No. RI61-111, concerning sales of natural 
gas to Texas Gas Transmission Corporation (Texas Gas), from the Monroe 
Field, Ouachita, Union and Morehouse Parishes, Louisiana (North Louisiana). 

Previously, the increased rate of 15.0 cents per Mcf at 15.025 psia, plus tax 
reimbursement (16.75 cents per Mcf total), amounting to an estimated annual 
increase of $330,453, became effective subject to refund on April 1, 1961. 

In its Offer of Settlement, Southwest proposes that the suspended rate be 
replaced by a base rate of 13.0 cents per Mcf plus tax reimbursement (14.43 
cents per Mcf average), and that amounts collected in excess of such rate be 
refunded to Texas Gas. Under the offer, Southwest would insert a schedule 
of three 1.0 cent per Mcf escalations at five-year intervals, beginning Novem- 
ber 1, 1965. The subject contract contains no provision for favored-nation 
increases or for price redetermination. The 13.0 cents per Mcf rate would result 
in an estimated annual increase of $259,273, or $71,180 less than originally 
proposed. 

The Offer of Settlement tendered by Southwest on November 13, 1961, is simi- 
lar, except for the proposed reduction in rate level to 13.0 cents per Mcef, to two 
earlier Offers of Settlement which proposed settlement rates of 13.5 cents and 
14.0 cents per Mcf, and which were denied by orders issued October 10, 1961, 
and March 27, 1961, respectively, in the above proceeding. The interveners’ 
submitted statements with respect to the two earlier Offers of Settlement indi- 
eating that they had no objection to such proposed settlements, and the Philadel- 
phia Electric Company has submitted a similar statement with respect to the 
subject revised offer. No other comment has been received with respect to the 
Offer of Settlement tendered November 13, 1961. 

Southwest proposes to rework 60 of its existing wells and drill 16 new wells, 
as well as enlarging its extensive gathering system and installing field com- 
pressors. The cost of this program is stated to be approximately $800,000. 

If the Offer of Settlement is accepted, Southwest will execute and file an 
amendatory agreement (submitted as an exhibit to the Offer of Settlement) to 
give effect to the terms of the offer. Texas Gas urged acceptance of the two 
prior offers and agreed to make the provided for contract changes or amend- 
ments in the event the offers were approved by the Commission. 

It appears that the public interest will best be served by accepting Southwest’s 
Offer of Settlement. However, we desire to make it clear that acceptance of this 
Offer of Settlement shall not be construed as approval of any future increased 
rates proposed by Southwest under the periodic escalation provisions or otherwise. 


The Commission finds: 


The proposed settlement of this rate proceeding on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by Southwest on Novem- 
ber 13, 1961, is in the public interest and appropriate to carry out the provisions 


1The Brooklyn Union Gas Company and the Philadelphia Electric Company. 
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of the Natural Gas Act and should be approved by the Commission and made 
effective as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by Southwest with the Commission on 
November 13, 1961, in Docket No. RI61-111 is hereby approved in accordance 
with the provisions of this order. 

(B) Southwest shall execute with Texas Gas, and shall file within 30 days 
from the date of issuance of this order, an amendment to its Gas Purchase Con- 
tract with Texas Gas, on file with the Commission as Southwest’s FPC Gas 
Rate Schedule No. 16, which filing shall conform to Southwest’s Offer of Settle 
ment in all respects. The amendment shall be filed as a supplement to South- 
west’s FPC Gas Rate Schedule No, 16 in the form required for a change in rate 
in accordance with Part 154 of the Commission’s Regulations under the Natural 
Gas Act, and hereby shall be effective as of April 1, 1961. 

(C) Southwest shall refund to Texas Gas, with interest at the rate of 7 per- 
cent per annum to date of refund, all amounts collected for gas sold on and after 
April 1, 1961, in excess of the amounts that would have been collected at the 
rate approved herein. Within 60 days from the date of issuance of this order 
Southwest shall report to the Commission, in writing and under oath, the amount 
of refunds paid to Texas Gas, showing the calculation thereof including the 
separate amounts of principal and interest; and Southwest shall file an acknowl- 
edgment signed by a responsible officer of Texas Gas that said amounts satisfy 
the obligations under the Settlement Agreement. 

(D) Upon full compliance by Southwest with all the terms and conditions 
of this order, this proceeding is hereby terminated. 

(E) This order is without prejudice to any findings or orders which have 
been or may be made hereafter by the Commission, and is without prejudice to 
any claims or contentions which may be made by the Commission, Texas Gas, 
or any affected party herein, in any proceeding now pending or hereafter insti- 
tuted by or against Southwest or any other companies, persons or parties 
affected by this order. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuyken- 
dall, Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


UNITED STATES DEPARTMENT OF THE INTERIOR, SOUTHWESTERN 
POWER ADMINISTRATION, OLD HICKORY AND CHEATHAM PROJ- 
ECTS, DOCKET NO. E-6999 

DOCKET NO. E-6999 


CRDER CONFIRMING AND APPROVING RATES AND CHARGES 
(Issued December 19, 1961) 


The Secretary of the Interior (Interior) acting upon behalf of the South- 
eastern Power Administration (SEPA), on June 5, 1961 filed for confirmation 
and approval, pursuant to the provisions of the Flood Control Act of 1944 (58 
Stat. 887) a proposed long-term schedule of rates and charges for the wholesale 
sale by SEPA to the Tennessee Valley Authority (TVA) of electric power and 
energy from the Old Hickory and Cheatham Projects. Approval of the proposed 
rate schedule, which has been designated as OHC-—1, was requested for a two- 
year period beginning July 1, 1961 and ending June 30, 1963. 

The long-term rates here proposed are substantially the same as the interim 
rates for the sale of power from the Old Hickory and Cheatham Projects here 
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tofore approved by the Commission in Docket No. E-6759 for a period ending 
June 30, 1961. Pursuant to Interior’s request filed June 23, 1961, the Commis- 
sion, by letter dated June 27, 1961, Docket No. E-6759, approved the extension 
of those interim rates for a six-month period beginning July 1, 1961, but not 
beyond the date of approval of the proposed long-term rates. 

The Old Hickory and Cheatham Projects are navigation-power projects con- 
structed on the Cumberland River in Tennessee by the Corps of Engineers, 
Department of the Army. There are four 25,000-kilowatt generating units at the 
Old Hickory Project and three 12,000-kilowatt generating units at the Cheatham 
Project. The hydraulic and power operations of these two projects are coordi- 
nated and such projects were treated as a unit by the Corps of Engineers for 
the purpose of making the allocation of costs to navigation and power. Further- 
more, the Old Hickory and Cheatham Projects are treated as a unit by SEPA 
in the marketing of the power output of these projects. 

Rate Schedule OHC-—1 shows the rates and charges contained in an agreement 
dated May 12, 1958 between SEPA and TVA. This agreement, which is for an 
initial term of 20 years beginning July 1, 1958, provides for the wholesale sale 
by SEPA and TVA of the total power and energy generated at the Old Hickory 
and Cheatham Projects less the power and energy required to operate these 
projects. The rates and charges set forth in the May 12, 1958, agreement are 
subject by the terms thereof to periodic review and adjustment at successive 
intervals of five years, and for this reason Interior requests Commission 
approval of the Rate Schedule OHC—1 for a period ending on a date fixed for 
such periodic review and adjustment. 

The payments, under Rate Schedule OHC-1, to SEPA by TVA for availability 
of capacity and deliveries of power and energy are estimated to produce over 
a period of years an average annual payment of $2,400,000, which amount is 
hereinafter referred to as the basic annual charge. This basic annual charge 
will be the applicable annual charge for each year (ending June 30) in which 
the average unregulated flow of water into the Wolf Creek Reservoir, as deter- 
mined under the provisions of Rate Schedule OHC-1, is between 8,500 and 
9,250 cubic feet per second. The applicable annual charge in other years will 
be established by adjusting the basic annual charge in accordance with variations 
in the afore-mentioned flow of water, provided, however, that the applicable 
annual charge for any year will be not less than $2,100,000 nor more than 
$2,700,000 all as fully set forth in the proposed rate schedule. The applicable 
annual charge will be paid in monthly installments. The amount of the install- 
ment for each of the months July through December will be $175,000. The 
amount of installment for each of the months January through June will be 
computed as provided in Rate Schedule OHC-1. 

A repayment study for the Old Hickory and Cheatham Projects commencing 
with fiscal year 1961, the first year in which all the generating units at the 
projects were in operation, was prepared by SEPA and filed on June 19, 1961, 
by Interior in support of Rate Schedule OHC-1. This study shows, among other 
things, that the anticipated revenues from the proposed rates and charges in 
Rate Schedule OHC-1 will be sufficient to pay all production and marketing 
costs, including interest charges on the investment allocated to power production, 
amortization of the initial power production investment within 50 years of com- 
mencement of full commercial operation of the projects, and amortization of 
capital replacement costs over the service lives of the facilities replaced. 

Written notice of the request for approval of Rate Schedule OHC-1 was given 
to the Public Service Commission of Tennessee and to the Governor of that 
State and to other interested parties. Notice of the afore-mentioned request was 
also published in the Federal Register on July 1, 1961 (26 F.R. 5983), stating 
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that any person desiring to make comments or suggestions for Commission 
consideration with respect to the proposed rate schedule should submit the same 
in writing on or before July 10, 1961 to the Federal Power Commission, Wash- 
ington 25, D.C. No comments or suggestions have been received. 


The Commission finds: 


The proposed rates and charges for the wholesale sale by SEPA to TVA of 
electric power and energy from the Old Hickory and Cheatham Projects, as set 
forth in Rate Schedule OHC-~1, all as described above, for a period beginning 
with the date of issuance of this order and ending June 30, 1963, will not be 
inconsistent with the provisions of the Flood Control Act of 1944. 


The Commission orders: 


The proposed rates and charges for the wholesale sale by SEPA to TVA of 
electric power and energy from the Old Hickory and Cheatham Projects, as set 
forth in Rate Schedule OHC-—1, all as described above, are hereby confirmed and 
approved for a period beginning with the date of issuance of this order and 
ending June 30, 1963. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan, L. J. 
O'Connor, Jr. and Charles R. Ross. 


AMERICAN GAS COMPANY, DOCKET NO. CP62-55 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE OF 
NATURAL GAS 


(Issued December 20, 1961) 


On August 30, 1961, American Gas Company (Applicant) filed in Docket No. 
CP62-55 an application pursuant to Section 7(a) of the Natural Gas Act for 
an order directing Natural Gas Pipeline Company of America (Natural) to 
establish physical connection of its facilities with those which Applicant pro- 
poses to construct and to sell and deliver natural gas to Applicant for resale and 
distribution in the communities of Tabor, Sidney and Hamburg, Fremont 
County, Iowa, all as more fully set forth in the application. 

Applicant proposes to construct and operate approximately 29 miles of 3-inch 
lateral pipeline extending from Natural’s transmission line near Glenwood, 
Iowa, to the communities of Tabor, Sidney and Hamburg in which Applicant 
has been granted franchises to construct and operate distribution systems. 

The estimated cost of constructing Applicant’s proposed facilities is $775,780, 
in the third year of operation, which will be financed by the sale of first mortgage 
bonds for approximately two-thirds of said cost and by the sale of common stock 
for the remaining third. 


The estimated natural gas requirements of the communities involved herein 
are: 














Mef at 14.73 psia and 
1,000 Btu 
Peak day wv | Annual 
Fk ncn nninnndinnemamienhe NN 695 83, 530 
9B FOR... cnccccccceccccacedncenscccsccsecscccanusonsassenasensntesschseueees | 959 | 108, 710 
Bd FOOT... nnncnccnccnccnceccccccnccccccewsnnncncesonneceneneesecesseeses=see= | 1, 266 | 136, 720 


This gas is to be used solely for residential and commercial purposes. 
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On November 6, 1961, Natural Gas Pipeline Company of America filed 
its answer to the subject application stating that available pipeline capacity 
and gas supply will permit the requested service and that issuance of an 
appropriate order is not opposed. 

Due notice of this application was published in the Federal Register on 
November 30, 1961 (26 FR 11309). No petition to intervene or protest to the 
granting of the application has been received. 


The Commission finds: 


(1) Applicant, American Gas Company, an Iowa corporation having its 
principal place of business in Omaha, Nebraska, is duly authorized to engage 
in, and will be engaged in, the business of distributing and selling natural gas 
within the area described in the application in this proceeding upon the com- 
pletion and operation of the facilities proposed to be constructed as herein- 
before described. 

(2) Natural Gas Pipeline Company of America, a Delaware corporation having 
its principal place of business in Chicago, Illinois, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of October 13, 1942, in Docket No. G—235 (3 FPC 830). 

(3) It is necessary and desirable in the public interest to direct Natural 
Gas Pipeline Company of America to establish physical connection of its 
transmission facilities with those proposed to be constructed and operated 
by Applicant, and to sell and delivery natural gas to Applicant under Natural’s 
appropriate rate schedules on file with the Commission, for resale in the 
area described in the application herein. 

(4) Natural should be required to sell and deliver to Applicant up to its 
estimated third year peak-day requirement of 1,266 Mcf of natural gas daily. 

(5) Applicant should commence taking natural gas from Natural within 
one year from the date of issuance of this order. 


The Commission orders: 


(A) Natural Gas Pipeline Company of America be and it is hereby directed 
to establish physical connection of its transmission facilities with the pro- 
posed facilities of American Gas Company as hereinbefore described and as 
more fully described in the application in this proceeding, and to sell and 
deliver natural gas to said American Gas Company pursuant to Natural’s 
appropriate rate schedules on file with the Commission, for resale in the area 
described in the application herein. 

(B) Natural shall sell and deliver to Applicant up to Applicant’s esti- 
mated third year peak-day requirement of 1,266 Mcf of natural gas daily. 

(C) Applicant, American Gas Company, shall commence taking natural gas 
from Natural within one year from the date of issuance of this order. 

(D) Natural shall report to the Commission in writing and under oath 
the date of commencement of service to Applicant hereunder, within ten days 
after such service has begun. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan, L. J. 
O’Connor, Jr., and Charles R. Ross. 
EASTERN SHORE NATURAL GAS COMPANY, DOCKET NO. CP62-32 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued December 20, 1961) 


On August 11, 1961, Eastern Shore Natural Gas Company filed an applica- 
tion in Docket No. CP62-32, as supplemented on September 7, 1961, pursuant 
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to Section 7(c) of the Natural Gas Act, for a certificate of public convenience 
and necessity authorizing the construction and operation of certain facilities 
in order to deliver firm, interruptible and excess natural gas to the City of 
Dover, Delaware, for use in Dover’s new municipally owned power plant. 

Applicant proposes to deliver 100 Mcf of firm gas per day to Dover. Dover 
will use the firm gas for pilot and main flame stabilization. Applicant also 
proposes to sell interruptible and excess gas to Dover for use in the power 
plant in volumes estimated at a maximum of 700 Mef per day. 

Applicant will tap its present 6-inch gas transmission pipeline within the 
corporate limits of Dover, construct a 130-foot extension of 4inch pipeline 
and install metering facilities at a total estimated cost of $16,855. The cost 
of construction will be financed from funds on hand. 

Dover’s total estimated maximum day and annual requirements are 800 
Mcf and 146,000 Mcf, respectively. of which 100 Mfc is firm daily and 36,500 
Mcf is firm annually. 

Pursuant to a gas contract, dated June 22, 1961, between Applicant and 
Dover, the firm, interruptible and excess gas will be sold at a price of 65.8 
cents per Mcf, 49 cents per Mcf and 34 cents per Mcef, respectively. 

By letter dated October 19, 1961, Applicant was granted temporary authoriza- 
tion to construct and operate facilities and deliver a maximum of 100 Mcf 
per day of firm gas to Dover. 

Applicant has a gas supply sufficient to support the proposal. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 14, 1961, respecting the matters involved in and the issues presented 
hy the application, as supplemented, herein. No petition to intervene or protest 
to the granting of the application has been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure te omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Eastern Shore Natural Gas Company, a Delaware corporation 
having its principal place of business in Salisbury, Maryland, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued November 29, 1957, in Docket No. G—12200 
(18 FPC 710). 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication, as supplemented, in this proceeding, are to be used in the transporta- 
tion and delivery of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission and the construction and operation thereof by Applicant 
are subject to the requirements of Subsections (c) and (e) of Section 7 of 
the Natural Gas Act. 

(3) The construction and operation of the proposed facilities and the pro- 
posed transportation and delivery of natural gas by Applicant are required by 
the public convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (ec) (4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Applicant and to the exer- 
cise of the rights granted thereunder and that the construction of the facilities 
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authorized by this order shall be completed and said facilities placed in actual 
operation and the proposed delivery hereinafter authorized shall commence 
within 4 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, Eastern Shore Natural Gas Company, to 
construct and operate the proposed facilities and to deliver a maximum of 
100 Mcf per day of firm gas and a combined total maximum of 700 Mcf per day 
of interruptible and excess gas all to the City of Dover, Delaware, as herein- 
before described, all as more fully described in the application, as supplemented, 
herein, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(ec) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation and the delivery of natural gas authorized in paragraph (A) above 
shall commence, as provided by paragraph (b) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act, within 4 months from the 
date on which this order issues. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan, L. J. 
O’Connor, Jr. and Charles R. Ross. 


THD MANUFACTURERS LIGHT AND HEAT COMPANY, 
DOCKET NO. CP62-50 


FINDINGS AND ORDER PERMITTING AND APPOVING ABANDONMENT OF FACILITIES 


(Issued December 20, 1961) 


On August 23, 1961, The Manufacturers Light and Heat Company (Applicant) 
filed an application in Docket No. CP62-50, pursuant to Section 7(b) of the 
Natural Gas Act, for permission and approval to abandon certain facilities at- 
tached to its interstate gas transmission system located in Pennsylvania and 
West Virginia. 

Applicant proposes to abandon the following facilities : 

(1) The 85 horsepower Dexter Compressor Station in Porter Township, 
Clarion County, Pennsylvania, used to compress gas from the New Bethlehem 
field. Applicant states that its 320 horsepower compressor station at Rimers- 
burg can now take care of all of the gas volume that can be taken from the 
New Bethlehem and nearby Rimersburg producing areas. Applicant will retire 
and sell the subject facilities for scrap. 

(2) A 1,000 horsepower compressor unit at Hundred Compressor Station, 
Church District, Wetzel County, West Virginia. Applicant states that production 
from the Hundred Production Field has declined so that all the remaining gas 
can be pumped by Applicant’s nearby Earnshaw Compressor Station. The com- 
pressor unit and related piping will be sold for scrap. 
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(3) The 2,280 horsepower Sedalia Compressor Station in McClellan District, 
Doddridge County, West Virginia; 14.97 miles of 10-inch line (Line 1221) in 
West Union, Grant and McClellan Districts, Doddridge County, West Virginia, 
and 2.2 miles of 16-inch line (Line 1) in Greene District, Wetzel County, West 
Virginia. Applicant states that expiration of its service agreement with Hope 
Natural Gas Company makes retirement of the Sedalia Station possible, and, 
further, that with the existing capacity of the nearby Hughes River and Porters 
Falls Stations, Applicant can handle local production in the area formerly 
assigned to the Sedalia Station. As a result of the proposed abandonment of 
the Sedalia Station, it will be possible for Applicant to abandon Line 1221 and 
a short section of Line 1. Applicant states that a few direct retail customers 
served by Lines 1221 and 1 will be provided for by an arrangement for continued 
service from other facilities of Applicant, by transfer to another company, or 
by conversion to another fuel. The Sedalia Station equipment will be sold 
for scrap with the exception of certain cylinders to be kept for replacement parts 
for the Hughes River and Porters Falls Stations; the salvageable pipe will be 
sold in place to an independent purchaser for removal. 

(4) Two sections of 6-inch Line No. 136 being 36.38 miles of line from lower 
Oxford Township, Chester County, Pennsylvania, to Shrewsbury Township, York 
County, Pennsylvania, and 35.97 miles of line from Londonderry Township, Bed- 
ford County, Pennsylvania, to Henry Clay Township, Fayette County, Pennsyl- 
vania. Applicant states that the completion of its new 20-inch line from 
Waynesburg to York, Pennsylvania, makes it possible to abandon the above 
sections of Line 1386. No abandonment of service will result from this proposed 
abandonment. 

Retirement and salvage costs of the subject facilities are estimated to be: 


EUR GROUE OR TE Cis ht cine $769, 428 
BALERS VEING OF CIRNCNNE gnosis 93, 650 
OONG OF SOG i cscdiectnctsciccncausnnndniinadomaes 19, 000 


Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 11, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, The Manufacturers Light and Heat Company, a Pennsylvania 
corporation having its principal place of business in Pittsburgh, Pennsylvania, 
is a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of December 29, 1944, in Docket 
Nos. G-593, et al., (4 FPC 821). 

(2) The facilities to be abandoned, as heretofore described and as more fully 
described in the application in this proceeding, are subject to the jurisdiction 
of the Commission, and abandonment of such facilities is subject to the require- 
ments of Subsection (b) of Section 7 of the Natural Gas Act. 

(S$) Such abandonment by Applicant, as heretofore described, is permitted by 
the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(4) The abandonment of facilities hereinafter authorized should be condi- 
tioned upon Applicant obtaining any necessary authority from the West Virginia 
Public Service Commission, with respect to the possibility of abandonment of 








896 FEDERAL POWER COMMISSION 


service to direct retail customers served by Lines 1221 and 1, within one year 
from the date on which this order issues. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 



















The Commission orders: 


(A) Permission for and approval of the abandonment by Applicant, The 
Manufacturers Light and Heat Company, of the facilities hereinbefore described, 
all as more fully described in the application in this proceeding, be and the 
same is hereby granted. 

(B) The abandonment of facilities authorized in paragraph (A) above is 
hereby conditioned upon Applicant obtaining any necessary authority from the 
West Virginia Public Service Commission, with respect to the possibility of 
abandonment of service to direct retail customers served by Lines 1221 and 1, 
within one year from the date on which this order issues. 

(C) Applicant shall advise the Commission of the date of the abandonment 
of the facilities within 10 days of the date thereof. 





Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan, L. J. 
O’Connor, Jr. and Charles R. Ross. 































PROPHETSTOWN NATURAL GAS COMPANY, DOCKET NO. CP61-344 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE OF 
NATURAL GAS 


(Issued December 20, 1961) 





On June 30, 1961, as supplemented on September 25 and November 1, 1961, 
Prophetstown Natural Gas Company (Gas Company), an Illinois corporation 
with principal place of business in Prophetstown, Illinois, filed in Docket No. 
CP61-344 an application, pursuant to Section 7(a) of the Natural Gas Act, for 
an order directing Natural Gas Pipeline Company of America (Natural) to 
establish physical connection of its transportation facilities with facilities Gas 
Company proposes to construct and to sell and deliver to Gas Company the 
estimated third-year maximum daily volume of gas, amounting to 1,300 Mcf, 
required by Gas Company to meet the estimated requirements of customers 
proposed to be served with natural gas in Prophetstown, Illinois, and environs, 
subject to the jurisdiction of the Commission, all as more fully represented in 
the application and supplements. 

It appears that Gas Company is a wholly-owned and newly-organized sub- 
sidiary of the Thermogas Company, an Iowa corporation which distributes and 
sells propane gas in about 48 communities in Iowa and Illinois. Gas Company 
proposes to distribute natural gas in Prophetstown, a community with a popula- 
tion of about 2,000 persons, located in Whiteside County, Illinois. Gas Company 
states that Prophetstown is situated about 914 miles north of Natural’s main 
transmission line and that it proposes to construct and operate a 4inch lateral 
transmission line extending southwardly from Prophetstown to an interconnec- 
tion with Natural’s main line. Gas Company expects to distribute gas to 
several residential and commercial customers located along the route of this 
proposed interconnecting line in addition to serving its primary market at 
Prophetstown. 
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Gas Company estimates that it will attach approximately 538 customers by 
the third year of service and that the peak daily requirements of these customers 
will be 1,300 Mcf and their annual requirements will be 142,500 Mcf, of which 
volume Gas Company hopes to sell 36,800 Mcf to its sole industrial customer, 
the Prophetstown Manufacturing Division of the Buffalo-Eclipse Corporation. 

The total amount Gas Company expected to expend for construction of the 
transmission line and distribution facilities by the third year of operation is 
estimated at $331,400. Of this amount, it is anticipated that approximately 
$135,000 will be used for constructing the lateral transmission line from 
Prophetstown to Natural’s main line. Gas Company proposes to finance the 
cost of construction by the sale of 2,000 shares of common stock to its parent, 
Thermogas Company, at $100 per share. Gas Company also proposes to acquire 
additional funds above the $200,000 to be obtained from this sale of stock by 
selling ten-year notes at six percent interest to Thermogas Company, as needed. 

The Illinois Commerce Commission has granted Gas Company a certificate of 
public convenience and necessity for the construction, operation and main- 
tenance of the proposed gas system to serve Prophetstown and for the trans- 
action of a gas public utility business in connection therewith. Also, the 
Illinois Commerce Commission has formally approved Gas Company’s plan of 
financing. 

On July 21, 1961, Natural Gas Pipeline Company of America filed its answer 
to the application in this docket opposing the granting of an order pursuant to 
Section 7(a) in this proceeding. However, on November 7, 1961, Natural filed 
a petition to intervene in which it sets forth certain changes in its service 
obligations which will permit the subject service to Gas Company, and in view 
of these circumstances Natural states that it does not oppose the issuance of 
the order herein requested by Gas Company. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 14, 1961, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene, other than that of Natural 
Gas Pipeline Company of America above referred to, or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the Commission render a decision herein pursuant to Section 1.30(c) (1) of 
the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Natural Gas Pipeline Company of America, a Delaware corporation 
having its principal place of business in Chicago, Illinois, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of October 13, 1942, in Docket No. G-235 (3 FPC 
830). 

(2) Applicant, Prophetstown Natural Gas Company, an Illinois corporation 
having its principal place of business in Prophetstown, Illinois, is duly author- 
ized to engage in, and will be engaged in, the business of distributing natural 
gas in Prophetstown, Illinois, and environs upon the completion and operation 
of the facilities proposed to be constructed as hereinbefore described. 

(3) It is necessary and desirable in the public interest to direct Natural Gas 
Pipeline Company of America to establish physical connection of its transmis- 
sion facilities with those proposed to be constructed and operated by Gas Com- 
pany, and to sell and deliver natural gas to Gas Company under Natural’s ap 
propriate rate schedules on file with the Commission for resale in the area de- 
scribed in the application herein. 

(4) Natural should be required to sell and deliver to Gas Company up to its 
estimated third year peak-day requirement of 1,300 Mcf of natural gas daily. 

693-—48S—64——- 59 
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(5) Gas Company should be prepared to receive natural gas from Natural 
within 6 months from the date of issuance of this order. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Natural Gas Pipeline Company of America be and it is hereby directed 
to establish physical connection of its transmission facilities with the proposed 
facilities of Prophetstown Natural Gas Company as hereinbefore described 
and as more fully described in the application, as supplemented, in this pro- 
ceeding, and to sell and deliver natural gas to said Prophetstown Natural Gas 
Company pursuant to Natural’s appropriate rate schedules on file with the 
Commission, for resale in the area described in the application herein. 

(B) Natural shall sell and deliver to Gas Company up to Gas Company’s esti- 
mated third year peak-day requirement of 1,300 Mcf of natural gas daily. 

(C) Gas Company shall be prepared to receive natural gas from Natural 
within 6 months from the date on which this order issues. 

(D) Natural shall report to the Commission in writing and under oath the 
date of commencement of service to Gas Company hereunder, within ten days 
after such service has begun. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan, L. 
J. O’Connor, Jr., and Charles R. Ross. 


AREA RATE PROCEEDING, DOCKET NO. AR61-1; CLAUDE E. AIKMAN, 
ET AL. DOCKET NO. G-18466, ET AL.; NORTH CENTRAL OIL CORPORA- 
TION (OPERATOR), ET AL., DOCKET NO. CI60-435, ET AL. 


ORDER RULING ON MOTION 


(Issued December 21, 1961) 


By order of August 2, 1961, 26 FPC 247, herein, we required the filing of certain 
cost data, in accordance with Appendix B to that order’, by those respondents 
whose company-wide jurisdictional sales in 1960 exceeded 2,000,000 Mcf. At 
that time we announced that we would subsequently issue a further order re- 
quiring the furnishing of cost data by respondents whose jurisdictional sales 
during 1960 amounted to 2,000,000 Mcf or less. 

On October 24, 1961, Independent Petroleum Association of America (IPAA) 
filed a motion for reconsideration of our August 2 order. We denied IPAA’s mo- 
tion in part by our order of November 3, 1961, 26 FPC 700, but deferred action on 
IPAA’s request that we raise the volumetric cut-off line dividing those re- 
spondents who must file Appendix B from those who may file a so-called small 
producer cost data form. Our study of IPAA’s motion, experience to date in 
these proceedings, and particularly analysis of the operating data filed under Ap- 
pendix A of our August 2 order, now convinces us that the substance of IPAA’s 
request should be granted. 

We shall shortly prescribe a simplified cost data form, which we shall denom- 
inate “Appendix C”, for any respondent who made 1960 company-wide juris- 
dictional sales of 10,000,000 Mcf or less. We shall give such respondents the 
option of filing either Appendix B (as revised) or Appendix C. Such option ac- 


1 We revised Appendix B by order of September 18, 1961, 26 FPC 514. 
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cords with IPAA’s request. Our order prescribing Appendix C will establish a 
date by which such respondents must file their cost data, on whichever form they 
elect. Accordingly, it is reasonable to suspend the December 29, 1961 deadline 
for filing Appendix B with respect to those smaller respondents. 


The Commission orders: 


Respondents having company-wide jurisdictional sales of 10,000,000 Mcf or less 
in 1960 need not file the cost data required by Appendix B (revised) by the 
December 29, 1961, deadline. The time fur these respondents to file either 
Appendix B (revised) or Appendix C will be set by further order of the Com- 
mission. 


Before Commissioners: Joseph C. Swidler, Chairman; L. J. O’Connor, Jr., and 
Charles R. Ross. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-7016 
ORDER AUTHORIZING THE ISSUANCE OF PROMISSORY NOTES 
(Issued December 21, 1961) 


Gulf States Utilities Company (Applicant), incorporated under the laws of 
the State of Texas and doing business in the States of Texas and Louisiana, 
with its principal business office at Beaumont, Texas, filed an application on 
November 27, 1961, as amended December 6, 1961, for .uthority, pursuant to 
Section 204 of the Federal Power Act, to issue unsecured Promissory Notes in 
the aggregate principal amount of $20,000,000, outstanding at any one time. 

The proposed Notes will be issued to evidence loans to be obtained from 
Irving Trust Company and The Chase Manhattan Bank, both of New York, New 
York, pursuant to credit agreements dated November 20, 1961, between Appli- 
cant and the two banks. The new Notes will be issued from time to time during 
the period December 29, 1961 to December 31, 1962. Each Note will mature 
on December 31, 1962, and will bear interest at the prime rate of the lender in 
effect at the time of each borrowing. Payment of all Notes outstanding or any 
part thereof, may be anticipated without penalty, and the full amount of such 
payment will be immediately restored to the aggregate principal amount of the 
credit available under the loan agreement. No commitment fee will be charged 
in connection with the proposed issuance of Notes. 

The Commission, by order issued November 23, 1960 (Docket No. E-6963), 
authorized Applicant to issue short-term Promissory Notes in the aggregate 
principal amount of $20,000,000 outstanding at any one time, subject to the 
requirement that the final maturity date of the Notes be not later than Decem- 
ber 31, 1961. The $20,000,000, principal amount of the proposed new Notes 
which are the subject of the present application will include the amount for 
renewal of any Notes issued under the authority granted in Docket No. B-6963. 

Applicant states that the new Notes will be used to discharge Notes which are 
expected to be outstanding in the amount of $8,500,000 and to obtain temporary 
funds to finance a portion of Applicant's 1962 construction program. Applicant 
is engaged in a construction program which it estimates will require the expendi- 
ture of $195,000,000 during the four-year period 1961 to 1964, inclusive, of which 
approximately $38,000,000 will be required for the year 1962. Applicant’s plans 
provide for the addition of 880,000 kilowatts of generating capability, with neces- 
sary boiler capacity, during the period 1961-1964. A new power station is under 


construction between Orange and Port Arthur, whe , DA at 
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in 1964 and 1965, have been ordered for the Willow Glen Station near Baton 
Rouge, Louisiana, and work is continuing on the construction of new or increased 
transmission and distribution lines, substations and equipment. 

Applicant contemplates undertaking permanent financing from time to time 
to discharge all or a portion of the proposed Notes then to be outstanding. The 
exact amount and type of securities to be issued, however, cannot be determined 
at this time. 

Written notice of the application has been given to the Louisiana Public 
Service Commission and the Texas Railroad Commission, and to the Governor 
of each of those States. Notice has also been given by publication in the 
Federal Register on December 8, 1961 (26 F.R. 11806), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before December 18, 1961 with the 
Federal Power Commission, Washington 25, D.C. No protest, petition or request 
to be heard in opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a Texas corporation, is a public utility within the meaning of 
Section 204 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission as heretofore determined and set forth in the Commission’s order 


7 


issued November 27, 1957, In the Matter of Gulf States Utilities Company, 18 
FPC 701. 

(2) The proposed issuance of Promissory Notes, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issued here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuance of 
Promissory Notes, as described above, is, therefore, not exempt by virtue of 
that Section from the requirements of Section 204 of the Act. 

(4) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $20,000,000, all as described above, will be in excess of 5% of the par 
value of the other securities of Applicant, and, therefore, will not be exempt 
by virtue of Section 204(e) of the Act from the requirements of Section 204(a) 
of the Act. 

(5) The proposed issuance of Promissory Notes, described above, will be 
exempt from the competitive bidding requirements of Section 34.la of the Com- 
mission’s Regulations under the Federal Power Act by reason of Paragraph 
84.1a(a) (2) thereof. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of Promissory Notes by the Applicant, in an 
aggregate principal amount of not to exceed $20,000,000 at any one time out- 
standing, upon the terms and conditions and for the purposes set forth in the 
application, is hereby authorized, subject to the provisions of this order. 

(B) This autherization is expressly conditioned upon the final maturity of 
all Notes to be issued pursuant thereto, being not later than December 31, 1962. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, 
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accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan, L. J. 
O’Connor, Jr., and Charles R. Ross. 


NORTHERN NATURAL GAS COMPANY, DOCKET NOS. G—19040, RP61- 
23; PERMIAN BASIN PIPELINE COMPANY, DOCKET NO. G-190417; 


NORTHERN NATURAL GAS PRODUCING COMPANY, DOCKET NO. 
G-13338 


ORDER APPROVING RATE SETTLEMENT AGREEMENT PRESCRIBING REFUNDS, AND 
TERMINATING PROCEEDINGS IN PART 


(Issued December 21, 1961) 


On December 13, 1961, during the course of the hearings in the consolidated 
proceedings in Docket Nos. G—-19040 and G~19041, there was submitted to the 
Presiding Examiner a statement of proposed settlement agreement providing 
for certain rate reductions, refunds and termination in part of all of the above- 
captioned proceedings except as to the single issue of rate design in Docket Nos. 
G-—19040, G-19041 and RP61-23 as it applies to the relative levels of the com- 
modity and demand charges, subsequent to December 27, 1962 required to pro- 
duce the annual revenues to which Northern is entitled on the basis of the 
settlement agreement.” 

On December 13, 1961, at the request of staff, concurred in by all parties 
present, the Presiding Examiner certified the proposed settlement agreement and 
the transcript of proceedings of the hearing for that day to us for our considera- 
tion and disposition. An examination of the record in these proceedings reveals 
that Northern, and such of its jurisdictional customers as constitute 98% of 
its jurisdictional natural gas market, affirmatively concurred and supported the 
proposed settlement agreement. Additionally, the agreement is concurred in by 
other interveners to the consolidated proceedings and the staff of the Commis- 
sion. No party has objected to the proposed agreement. 

The settlement agreement provides for (1) reduced rates effective as of the 
date the increased rates originally proposed in the Section 4 proceedings herein 
became effective subject to refund; (2) refunds, plus 6% interest, reflecting the 
reduction in rates; (3) further refunds to the extent and in the same manner 
that suppliers of natural gas make refunds to Northern of charges which are 
reflected in the agreed-upon cost of service; (4) termination of certain court 
proceedings now pending in the United States Court of Appeals for the District 
of Columbia Circuit; (5) an agreement by Northern that it will not effectuate 
any future rate increase before December 27, 1962; (6) that the settlement will 
dispose of all matters involved and issues presented in the above-captioned 
proceedings excepting the single issue noted hereinabove. 


1 By Commission order issued December 29, 1960, in Docket No. CP61-101, Northern 
Natural Gas Co. (Northern) was authorized to acquire Permian Basin Pipeline Co. by 
merger and to operate its facilities. (24 FPC 1208) 

2The proposed settlement agreement is contained in the transcript of record in the 
consolidated proceedings at pages 1827-1853 and a copy is attached hereto as Appendix 
I, [omitted in printing], with Appendices I-A through I-B attached thereto. It is under- 
stood that Northern’s overrun rate will also be at issue (Tr. 1854). 
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Upon consideration of the proposed agreement and the studies in support 
thereof, we find it in the public interest to approve the settlement. 


The Commission finds: 


(1) The settlement of the proceedings in Docket Nos. G—-19040, G—19041 and 
RP61-23, on the basis of the rate settlement agreement attached hereto as 
Appendix I*, with Appendices I-A through I-B, is reasonable, proper and in the 
public interest in carrying out the provisions of the Natural Gas Act and should 
be approved and made effective subject to the terms and conditions hereinafter 
ordered. 

(2) Good cause exists for terminating the proceedings in Docket Nos. G—19040, 
G-—19041, RP61-23, and G—13338 subject to the terms and conditions hereinafter 
ordered. 


The Commission orders: 


(A) The increased rates and charges, as amended and substituted, tendered 
for filing by Northern in the proceedings in Docket Nos, G—19040, G—19041 and 
RP61-23 hereby are disallowed and denied. 

(B) The settlement of each of these proceedings as proposed in the rate set- 
tlement agreement discussed above, and appended hereto, subject to the terms 
and conditions hereinafter specified, is approved and made effective. 

(C) Northern shall file tariff sheets, acceptable to the Commission, which 
shall effectuate the reductions in the demand charges shown in Sections II and 
III of the settlement agreement, appended hereto, respectively, for the years 
1960 and 1961, and as further reduced in Section I thereof to be effective Decem- 
ber 27, 1961. 

(D) In the event that any supplier of natural gas to Northern files rates and 
charges reducing those reflected in Northern’s settlement cost of service, North- 
ern shall adjust its cost of service and compute and file appropriate reductions 
in its rates subject to the approval of the Commission in the same manner as 
any such supplier shall reduce its rates to Northern. 

(E) Within 15 days after the making of any refunds as provided for in the 
settlement agreement hereby approved, Northern shall report to the Commission 
in writing and under oath the amount of refund made to each of its customers, 
showing separately the amount of principal and interest so paid and the billing 
determinants or other bases used for such determinations and shall serve a copy 
of such report upon each of the customers receiving a refund. Concurrently 
therewith, Northern shall file with respect to such refund releases from each of 
its jurisdictional customers showing the receipt of the principal and interest in 
conformity to the rate settlement agreement hereby approved. 

(F) Upon full compliance by Northern with all the terms and provisions of 
this order and of the settlement agreement hereby approved, the proceedings 
in Docket Nos. G—19040, G—19041, RP61-23, and G—13338 shall be deemed ter- 
minated, Provided, however, the issue of rate design in Docket Nos. G—19040, 
G-—19041 and RP61-—23 as it applies to the relative levels of the commodity charges 
and demand charges of the rates provided for in the settlement agreement, and 
those required to produce the annual revenues to Northern on the basis of said 
agreement, is expressly reserved for further hearing and said hearing will be 
reconvened upon further order of the Commission or notice of the Secretary, 
all as expressly set forth in the settlement agreement hereby approved. 

(G) This order is without prejudice to any findings or orders which have 
heretofore been made by the Commission in any of the above-captioned pro- 
ceedings or which may be made hereafter, and is without prejudice to claims or 
contentions which may be made by the Commission, the Commission staff, 


*Omitted in printing. 
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Northern, or any other party hereto in the further hearing to be held in Docket 
Nos. G—19040, G-19041 and RP61-23, or in any other proceedings now pending 
or hereafter instituted by or against Northern or any other companies, persons 
or parties affected by this order. 


APPENDIX J—-A 


Statement of Refunds and Interest at 6% Per Annum To Jurisdictional 
Customers For the Year 1960 


































Refunds 
| 1960 billing 
Line Customer jdemand units 
No. Principal 
amount Interest Total 
| | 
(a) (b) (c) (d) (e) 
——— | | | | 
| 
1 | American Gas Company-._--.---.------ | 1, 090 $522. 11 $30. 51 $552. 62 
2 | Board of Water, Electric, Gas & Power | 
Commissioners of Austin, Minnesota. 164. 400 | 78, 747. 60 6, 577. 04 85, 324. 64 
3 | Town of Cascade---_- Do eciclaisiathtanilinades Rcindusdsiniahiainis iad Dallashiehisehiobensiiah 
4 | City of Cedar Falls.........------------ | 33, 530. 00 | 2, 788. 43 36, 318. 43 
5 | Central Natural Gas Company--......-- 141, 708 67, 878. 13 5, 685. 22 73, 563. 35 
6 | Village of Circle Pines........--------- 9,521 | 4,560.56 370. 15 4, 930. 71 
7 | Town of Coon Rapids..........-...-.--- | 9, 360 4, 483. 
St Ge Ci ainicdncnncnintiicdbccnscsosmanneicscssesemanans 
A 6 2. EE eae 129, 437 62, 000. 3: 





10 | Elkborn Valley Gas Company- -.---.-..-.- 12, 900 6, 179. 
11 | City of Emmetsburg.-...........-..-..- _ 

12 | Town of Graettinger-...........-......-. 
13 | City of Guthrie Center_........--.-.--- 
B46 | Cite of HRAPtRR.. .. ccccccscccsacceccccccs 
15 | City of Hawarden................-....- 
16 | Hutchinson Utilities Commission --.-...- 
17 | Interstate Power Company---.....------ 


18 | Iowa Electric Light & Power Company. 33, 385. 54 435, 870. 





19 | Iowa Illinois Gas & Electric Company- - 11, 142. 53 144, 577. 56 
20 | Iowa Power and Light Company-..-.--. 53, 777. 80 700, 179. 68 
21 | Iowa Public Service Company. -----.-- 49, 853. 06 647, 188. 09 
22 | Iowa Southern Utilities Company------ } 1, 344. 21 17, 438. 61 
23 | Iron Ranges Natural Gas Company-.-- 7, 462 279. 59 3, 853. 90 


24 | The Kansas Power and Light Company. 
Sa SO I ncn ccrstnescnisnideciteiisiasheanseiennnin 
5 | Town in Manilla... 
27 | Town of Manning 
28 | Michigan Wisconsin Pipe Line Com- 




























SITE 2 iaiispisiasintripiaitcn ingles 
29 | Minneapolis Gas Company--.--.----- 3, 342,000 | 1,600, 818. 00 133, 484.94 | 1,734,302. 94 
30 | Minneasota Natural Gas Company 93, 500 44, 786. 50 | 3, 734. 58 48, 521. 08 
31 | Minnesota Natura! Gas Division of 

CE Ge Cai aii cpt Blinn kn dn cmc babiciaeliniomii Roadie tS ie 
32 | Minnesota Valley Natural Gas Com- | 

MIDS 0.50 eninssinscnigsentiantiaiaiaieeniianaeadiand £46, 351 261, 702. 13 | 21, 720. 51 + 283, 422. 64 
33 | The Neb: Natural Gas Company-.-| 125, 900 60, 306. 10 | 5, 030. 7 65, 336. 89 
34 | Public Utilities Commission of New 

| Se 31, 614. 00 2, 640. 42 34, 254. 42 

35 | North Central Public Service Company-| 73, 911. 13 | 6, 100. 33 80, 011. 46 
36 | Northern Illinois Gas Company-.--..-.--| 324, 174. 75 | 26, 071. 96 | 350, 246. 7 
37 | Northern States Power Company— | | | 

DENOUON........capuchsinbesinenen dition 1,751,133 | 838,792.70 | 69, 485. 19 908, 277. 89 
38 | Northern States Power Company of 

WOU 6 se ee cectwenwenwwnaiess 50, 576 24, 225. 91 | 1, 934. 29 26, 160. 20 
39 | Northwest Gas and Power Company, | } 

Misch tosnieiornes ta bcininciebetiiieteade dineigihdegad cd 9, 242 4, 426.92 | 4, 781. 98 
40 | Northwestern Public Service Company. 168, 072 | 80, 506. 49 , 720. 87, 227. 27 
41 | Metropolitan Utilities District a 1, 344, 000 643, 776. 00 53, 768. 52 697, 544. 52 
EC vi cenieiieciditnipeencnntitaiiealsinsipmsiommpeansies bieatisineiaes cane kes es a 
43 | Municipal Public Utilities of Owatonna-| 96, 000 | 45, 984. 00 3, 840. 61 49, 824. 61 
8h 0 2. ee | 10, 200 | 4, 885. 80 | 408. 07 5, 293. 87 
45 | City of Ponca........... = 6, 300 | 3,017.70 252. 04 3, 269. 74 
46 | Town of Remsen.-.._.... | 6, 900 | 3, 305. 10 276. 04 3, 581. 14 
Bet og 4). Ul ee 0 0 | 0 } 0 
48 | Town of Sanborn__........-. iitaiat on 7, 890 3,779.31 | 315. 29 | 4, 004. 60 
49 | Town of Sioux Center | 7, 200 3, 448. 80 288. 05 3, 736. 85 
50 | Superior Water, Light & Power Com- | | 

i iedsnbickinethvhcdibiedtictinnenadiinans 28, 430 | 13, 617. 97 | 1, 105. 45 14, 723. 42 
51 | City of Two Harbors__.............- — 0 | 0 0 0 
52 | United Petroleum Gas Company. ll 0 | 0 0 0 
53 | Municipal Utilities of Watertown. -._.- 27,210 13, 033. 59 1,078. 99 14, 112. 58 
ew Ck fb ee | 0 | 0 0 0 
55 | Town of Whittemore_._...........-.... | 0 | 0 0 0 
56 | Western Power & Gas Company 1, 324, 632 634, 498. 73 52, 993. 68 7, 492. 41 
57 | Willmar Gas Company, Inc...........- . g 1, 868. 10 109. 17 1,977.27 























aaa 14, 622, 047 | 7,003, 960.53 | 582,056.72 | 7,686, 017.28 


——$—$—$ 
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ApPpEeNDIx I-B 


Statement of Refunds and Interest at 6% Per Annum To Jurisdictional 
Customers For the Year 1960 


Refunds 


Customer 1961 billing . 
demand units} Principal 
amount Interest Total 


| 
(a) (b) (ec) (d) | (e) 
| 


American Gas Company $2, 053. 56 k $2, 102. 57 
Board of Water, Electric, Gas & Power 

Commissioners of Austin, Minnesota. 51, 621. 60 3 52, 853. 44 
Town of Cascade 286. 36 e 286. 50 
City of Cedar Falls 23, 550.00 ‘ 24,111. 98 
Central Natural Gas Company. 43, 851. 36 2. 44, 863. 99 
Village of Circle Pines 32. 3. 3, 935. 13 


3,009. 17 


; -31 628. 31 
City of Duluth y } 58, 026. 91 


Elkhorn Valley Gas Company-- 2, k 4, 147. 26 
City of Emmetsburg 463. 69 


78. 34 

4, 452. 31 
6, 982. 83 
5, 786. 87 
8, 052. 45 
116, 129. 56 
303, 534. 45 
90, 189. 71 
464, 195. 66 
409, 877.07 
10, 802. 17 
5, 693. 48 
22, 093. 29 
2, 430. 72 
239. 38 
445. 48 


OBNAASwW Hwee 





3 





City of Harlan 

City of Hawarden. 

Hutchinson Utilities Commission 
Interstate Power Company 

Iowa Electric Light & Power Company. 
Iowa Illinois Gas & Electric Company-- 
Iowa Power and Light Company 

Iowa Public Service Company 

Iowa Southern Utilities Company. 

Iron Ranges Natural Gas Company---- 
The Kansas Power and Light Company-_ 
City of Lyons 

Town of Manilla. -. 

Town of Manning 

Michigan Wisconsin Pipe Line Com- 


BREE sno 
Z5888853 
BRSSaSSRRAALSSSSE 


3 


o B88 


eoSaNn 


wad 


pany 0 0 

Minneapolis Gas Company 1,077, 648. 00 25, 715. 93 1, 103, 363. 93 
Minnesota Natural Gas Company. 4 2, 755. 04 138. 83 2, 893. 87 
Minnesota Natural Gas Division of 


Greeley Gas Company 27, 388. 96 585. 40 27, 974. 36 
Minnesota Valley Natural Gas Com- 


22 
23 
24 
25 
26 
27 
28 
29 
30 
31 


eo 
nt 


193, 297. 78 4, 516. 35 197, 814. 13 
129, 120 40, 543. 68 962. 22 41, 505. 90 


66, 500 20, 881. 00 494. 61 21, 375. 61 
North Central Public Service Company- 183, 708 57, 684. 32 1, 368. 16 59, 052. 48 


Northern Illinois Gas Company----- senile 1,080, 000 339, 120. 00 8, 092. 42 347, 212. 42 
Northern States Power Company— 

14, 804. 38 640, 041. 18 
Northern States Power Company of 


Wisconsin 3 747. 61 34, 678. 45 
Northwest Gas and Power Company, . 
113. 80 


1, 269. 58 
10, 071. 81 


- 43 
719. 39 


EB 
zs 


I 
Northwestern Public Service Company. 
Metropolitan Utilities District—Omaha_ 
City of Osage 
Municipal Public Utilities of Owatonna. 
Village of Pender 
City of Ponca 
Town of Remsen. 
City of Sac City... 
Town of Sanborn....-. 


# Se. 
228 


eee 
SONS 


NPNOS 
$38 
SERRE ERS 
SESS SRSS8SSSS 


& NN New 


= 
as 
g 
a 


United Petroleum Gas Company-. 
Municipal Utilities of Watertown. - 
Town of West Bend on 

Town of Whittemore .09 177.19 
Western Power & Gas Company E 9, 925. 87 426, 722. 57 
Willmar Gas Company, Inc. 25, 900 ; 175. 72 8, 308. 32 


_ 


414. 06 
10, 030. 59 
255. 09 


ageween #3 


oo 
S 


5, 003, 574. 32 118, 506.27 | 5,122,080. 59 
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APPENDIx I-C 


Proceedings Involving Payments to Producers For Gas Purchased by Northern 
at Rates Being Collected Subject to Refund 





Line| F.P.C. docket number Producer 
N 
(a) (b) 


Shamrock Oil and Gas Company. 
Shamrock Oil and Gas Company. 
Phillips Petroleum Company. 
Texaco, Inc. 
Phillips Petroleum Company. 
Shamrock Oil and Gas Company. 
Cities Service Petroleum Co. 
| Cities Service Petroleum Co. 
Stevens County Oil & Gas. 
| Edwin L. Cox & Skelly Oil Co. 
Sunray Mid-Continent Oil Co. 
Shell Oil Company. 
Phillips Petroleum Company. 
Republic Natural Gas Company. 
Texaco, Inc. 
Phillips Petroleum Co. (Grayco). 
George 8. Hammonds. 
Scott Hammonds, et al. 
.| Amerada Petroleum Corp. 
Atlantic Refining Co. 
Republic Natural Gas Company. 
Sinclair Oil and Gas Company. 
| Gulf Oil Corporation. 
Skelly Oil Company. 
| Gulf Oil Corporation. 
--| Honolulu Oil Corp., et al. 
| Phillips Petroleum Company. 
L. L. Horne. 
Dorchester Corporation. 
Phillips Petroleum Co. (Grayco). 
..| Tenneco Corporation. 
| Kansas Nebraska Natural Gas Co, 
Hugoton Plains Gas & Oil Co. 
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Proceedings Involving Payments to Producers For Gas Purchased by Northern 





Line 
No. 


| 


Sons sap wroe 


J 
o 


at Rates Being Collected Subject to Refund—Continued 


F.P.C. docket number 
(a) 

















RI 60-209._.. 


RI 60-307... 
RI 60-370-.- 
RI 60-456. 
RI 60-463 -. 
RI 60-464-- 
RI 61-7.-..- 
RI 61-22. 
RI 61-48. 
RI-61-56-. 
RI 61-59. 
RI 61-67. 
RI 61-77--. 
RI 61- 


RI 61-282... 
RI 61-301... 
RI 61-309... 
RI 61-310- 
RI 61-337. 





Socony Mobil Oil Company. 
| Pan American Petroleum Corp. 
| Pan American Petroleum Corp. 
| Pan American Petroleum Corp. 
| Phillips Petroleum Co. (Grayco). 
| Cities Service Petroleum Co. 
| Phillips Petroleum Company, 
John B. Hawley, Jr. 
| Sun Oil Compgny. 
| Kingwood Oil Company, 


Hunt Oil Corporation. 
Hamilton Bros., Ltd. 
Huval & Dunnigan. 


J. M. Huber Corporation. 
Big Chief Drilling Company. 
Sinclair Oil & Gas Company. 


Gulf Oil Corporation. 


Superior Oil Company. 


Dean A. Draper. 
Humble Oil & Refining Co. 


| Texaco, Inc. 


Texaco, Inc. 


Sunray Mid-Continent Oil Co. 
Sunray Mid-Continent Oil Co. 


Humble Oil & Refining Co. 


Texaco, Inc. 5 
Anadarko Production Co. 
Texaco, Inc. 


Producer 
(b) 


Alden E. Branine & F. G. Hall, etal 
| Socony Mobil Oil Company. 

| Lario Oil & Refining Company. 
Socony Mobil Oil Company. 


Graham Michaelis Drilling Co. 


Texaco, Inc. 





ee Gs ccacenensnnénn 


Jake L, Hamon, 





Transmission Division Cost of Service 


APPENDIX I-D 


Year 1960, Adjusted 





Line 
No. 


Particulars 


(a) 





NOUr whe 


oo 


12 | 





Revenue Deductions: 
Gas Purchased - ._- 
Operating Expense 
Depreciation 


Taxes—State Income 


Oe SPIE i ccncntnininnnaccuiusedenieemibannibemenmbbinaiag 
| Return at 6.25 percent 





Taxes—Other Than Income. .--_. 
Taxes—Federal Income 


Total Cost of Service 


| Deduct: 


Other Gas Revenues 


OR ER. « cccnicnncacntisinncccincsgniacsinnninntiameisaneeninad 


Net Cost of Service 


Gasoline Revenues. --. 
Other Gas Service Revenues 













Amount 
(b) 


$75, 269, 429 
27, 957, 833 
18, 702, 100 

8, 811, 312 
19, 029, 155 
692, 735 


150, 462, 564 
24, 469, 358 





| 174, 931, 922 


4,070, 944 
2, 318, 151 
1, 451, 077 
7, 840, 172 


167, 091, 750 














FEDERAL POWER COMMISSION 907 


APPENDIX I-— 


Statement of Jurisdictional and Non-Jurisdictional Billing Units, Annual 
Volumes and Revenues on a Wholesale Basis 


Mef at 14.73# 


Particulars 
























































Line | Annual Annual 
No. billing volumes Rate! Revenues 
demands } 
(a) (b) | (c) (d) (e) 
Jurisdictional: | 
2 Zone 1: | | 
3} CD-1: Demand Charge--.-...--| 174, 386 | ..- = $3. 314 | $577, 915 
4 Commodity Charge-....-| 2, 509, 705 21. 9¢ 549, 626 
5 Wet Cn iccnncce eae 2, 509, 705 1, 127, 541 
6 Pe SS | eee 104, 275 21. 22, 836 
7 Total Zone 1...-..........---| 174, 386 2, 613, 980 1 150, 37 
8 | Zone 2: } | athe | aa 
9 CD-2: Demand Charge-..--. “l COR IW a teens $3. 624 | 19, 081, 723 
10 | Commodity Charge.....|..............| 119, 731, 458 22. 4¢ | 26, 819, 847 
Ue CE iiiceecee é NT cinta sniateeeeiiaed ~ 45, 901, 570 
12 R-1: Overrun Gas.-... cecal 7, 404, 400 22. 4¢ | 1, 658, 585 
13 | ERS; Emergency Replacement_| | | 
BI hs cicsechitiecniemieiaken neues tibpiibtigs BE Ricniwiceaaaa | 915 
14 IPS: Initial Period Service. _--|--- keel 1, 140 22. 4¢ | 255 
15 y, ¢ } foie 27, 138, 019 ieniaamenl 7, 561, 325 
—- | | = 
16 | Zone 3: | | 
17 CD-3: Demand Charge........} | 8, 081, 152 |..___- : $3.944| 31, 872, 063 
18 | Commodity Charge...../.......... 186, 164, 469 | 22. 9¢ 42, 631, 663 
19 | Total CD-3 iain 8,081,152 | 186, 164, 469 BS cic 74, 503, 726 
20 ret CR Stet cccdtienetheonsn — 24, 123, 3o4 
21 PL-3: Demand Charge......... | 680, 000 |....-- ae $3. 944 2, 681 920 
22 Commodity Charge...-.-.|.... acces} 17,085, 210 | 22. 9¢ | 3, 899, 002 
23 TOU Fir Mnccscusnns 680, 000 | 17,026, 210 SF nadaassatniant 6, 580, 922 
24 he en a ~ 160, 0 031 | ) 36, 648 
25 ERS: Emergency Replacement | | 
INNIS ccd nancdcabpadeuanaie TE TD bo cctisentbes .| 19, 469 
26 IPS: Initial Period Service. ceisler 48, 311 | 22. 9¢ | Il, 064 
27 | pf Ae oe | 8, 8, 761, 152 | 227, 554, 594 7 nal 86, 6 76, 086 
28 | Zone B: A = eg ae die 
29 CD-B: Demand Charge. --_..- 424, 359 , 576, 069 
30 Commodity Charge....).............- 787, 281 
31 Total CD-B......... 424, 359 | 363, 350 
32 fe a 396, 081 
33 } IPS: Initial Period Service.....)..........-- 18, 703 
34 | TOG FS Da. cncantnnnwicecs 424, 3: 59 . 778, 134 
35 | Total Jurisdictional_.....-.-- 14, 625, 2 55, 785, 856 |- 139, 165, 922 








1 Computed at rates set forth in Section I of Statement of Proposed Settlement, except 
- ERS and Reconciliation Sales which will not be revised and are shown at presently 
effective rates. 
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Statement of Jurisdictional and Non-Jurisdictional Billing Units, Annual 
Volumes and Revenues on a Wholesale Basis—Continued 


Met at 14.73# 


Particulars | 
Annual Annual 


billing volumes Rate ! Revenues 
demands 


Non-Jurisdictional: 
Zone 1: 
Demand Charge 
Commodity Charge... 
Overrun Gas 


Total Zone 1 + 86, 936 | 1, 484, 650 |.... 





Zone 2: 
Demand Charge 864, 174 
Commodity Charge = 617, 786 
, 771, 551 
Initial Period Service ‘ 1, 462 


Total Zone 2 29, 390, 799 


Zone 3: 
Demmand Charge L 4, 058, 147 
Commodity Charge. . 29, 510, 427 | 22. 6, 757, 888 

4, 559, 719 ; 1, 044, 175 

12, 980 3 2, 972 


1, 028, 942 | 34, 083, 126 |-- ono 11, 863, 18 


Zone B: 
Demand Charge | 
Commodity Charge 
See e jpcanalbendio 36, 737 | 
Emergency Replacement Service_ 584 | 
Initial Period Service 2, 472 | 








Total Zone B 5, 686, 806 | 


Total Non-Jurisdictional 2, 005, 452 | 65, 645, 381 | 


Reconciliation Sales: 
Argus System 7, 276, 030 
Limited Emergency Service 123, 704 
Drilling and Pumping Sales... 2, 071, 506 
BE IN <6 ccteincaanadinnse: 9, 966, 463 
Other Sales_-. | 1, 722, 710 297, 311 





Total Reconciliation Sales 21, 160, 413 | 743, 264 


‘ 
| | 





Total System Sales 16, 630, 725 | 452, 591, 650 | | $165, 373, 840 


1 Computed at rates set forth in Section I of Statement of Proposed Settlement, except for ERS and Re- 
conciliation Sales which will not be revised and are shown at presently effective rates. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan, L. J. 
O’Connor, Jr. and Charles R. Ross. 


SOUTH GEORGIA NATURAL GAS COMPANY, DOCKET NOS. G~13550, 
G-17513, G-18626, G-20512, RP61-5 


ORDER APPROVING RATE SETTLEMENT, PRESCRIBING REFUNDS AND TERMINATING 
PROCEEDING 


(Issued December 21, 1961) 


In hearing on the record on December 13, 1961, South Georgia Natural Gas 
Company (South Georgia), Atlanta Gas Light Company, the Gas Section of 
the Georgia Municipal Association and the Commission staff requested that the 
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Presiding Examiner certify a proposed rate settlement agreement * to the Com- 
mission for its consideration and approval. The agreement was set forth in 
the record and has been certified to us as requested. The proposed settlement 
resulted from negotiations commenced on October 24, 1961 and were based upon 
exhibits and testimony prepared by South Georgia admitted to record on that 
date. Prior to the commencement of the hearings the Commission staff had 
completed its investigation in the offices of the company. Upon South Georgia’s 
request for a settlement conference the staff submitted conference schedules 
to all parties setting forth costs of service and allocation studies for each of 
the rate periods involved in these proceedings, and also showing staff differ- 
ences with the company’s exhibits. Complete agreement was reached by the 
company and its customers. Georgia Public Service Commission representa- 
tives attended the conferences and participated in negotiating reductions in 
costs of service on behalf of the Georgia customers. No protest or objection 
to the proposed agreement has been filed. 

These proceedings involve four proposed increased rate filings and one filing 
(Docket No. G—-17513) by means of which South Georgia proposes certain 
tariff changes whereby unauthorized overrun penalties previously applicable to 
its contract demand service (two part rate) rate schedule would also become 
applicable to its general service (single rate) rate schedule. 

The proposed increased rates subject to refund in Docket No. G—13550 which 
became effective on April 16, 1958, involve a proposed increase in charges of 
$158,100? based upon a test year ending July 31, 1957. The prior rates in 
effect through April 15, 1958, were those permitted to take effect as initial rates 
upon commencement of service as authorized by the Commission in Docket No. 
G-1915* The bases for the claimed increase in this proceeding were the proposed 
increased rates of South Georgia’s sole supplier, Southern Natural Gas Com- 
pany (Southern) which also became effective April 16, 1958, subject to refund 
in Docket No. G—13258, and a claimed rate of return of 634%. 

The proposed increased rates subject to refund in Docket No. G—18626 which 
became effective on November 1, 1959, involve a proposed increase in charges 
of $188,000 annually based upon a test year ending February 28, 1959. The 
bases for the claimed increase in this proceeding were Southern’s proposed 
increased rates effective subject to refund on the same date in Docket No. 
G—18512, and a claimed rate of return of 634%. 

The proposed increased rates subject to refund in Docket No. G—20512 which 
became effective on June 1, 1960, involve a proposed increase in charges of 
$79,055 * based upon a test year ending September 30, 1959. The bases for the 
claimed increase in this proceeding were Southern’s proposed increased rates 
effective subject to refund on the same date in Docket No. G—20509, and a 
claimed rate of return of 654%. 


1A copy of each of the three appendices attached to the proposed settlement agree- 
ment is attached hereto and made a part hereof. 

2 As originally filed South Georgia proposed an increase of $305,200. Following reduc- 
tion in proposed increased rates of Southern Natural Gas Company in Docket No. G—13258 
as a result of a settlement agreement, South Georgia also reduced its proposed rates 
effective on the same date, April 16, 1958. 

2 Decision issued August 3, 1954 (13 FPC 666), approved and effective September 2, 
1954, as amended and supplemented by order of the Commission issued December 7, 1954 
(18 FPC 1553). 

*As originally filed, South Georgia proposed an increase of $109,340. Following a 
reduction in proposed increased rates of Southern in G—20509 by interim order of the 
Commission issued July 8, 1960, South Georgia also reduced its proposed rates effective 
on the same date, June 1, 1960. 
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The proposed increased rates subject to refund in Docket No. RP61-5 which 
became effective subject to refund on August 13, 1960, involve a proposed in- 
crease in charges of $21,623° based upon a test year ending September 30, 
1959. The bases for the claimed increase in this proceeding were Southern’s 
proposed increased rates effective subject to refund on the same date in Docket 
No. RP60-15, and a claimed rate of return of 634%. 

The principal provisions of the proposed settlement submitted on December 13 
are briefly stated: (1) A reduction in charges for gas delivered on and after 
September 1, 1961, in the amount of $282,024 (Agreement Appendix C); (2) 
prospective rates effective as of September 1, 1961, as follows: 


G-1 Rate: 58.9 cents per Mcf 

G-2 Rate: Demand Charge, $4.20 per Mcf 
Commodity Charge, 31.5 cents per Mcf 

I-1 Rate: 34 cents per Mcf 

I-2 Rate: 34 cents per Mcf; 


(3) refunds of excess charges in the total amount of $850,007 covering deliver- 
ies of gas from April 16, 1958, through August 31, 1961, including interest on 
such excess charges until December 31, 1961 (Agreement, Appendix A); (4) 
South Georgia will make additional refunds of excess charges for gas delivered 
on and after September 1, 1961, as computed by the application of the above 
rates to such deliveries, with interest to the date upon which such refunds 
are made pursuant to this order at the rate of 7 per cent per annum; (5) 
South Georgia will pass on any additional refunds and interest received from 
Southern for gas delivered on and after April 16, 1958, subject to these pro- 
ceedings and to make equivalent rate reductions in like manner so that South 
Georgia shall neither gain nor lose in remitted funds or reduced rates of South- 
ern; (6) South Georgia will not file any further or additional increases in 
the above rates prior to March 1, 1963, to become effective subject to refund 
vot earlier than September 1, 1963 (in order that there be a two-year mora- 
torium on rate increases), except upon occurrence of either of five events, 
namely, an increase in Southern’s rates, a 10% decrease in gross revenues: 
certain specific decreases in gross revenues derived from sales to either of two 
named, major direct sale customers, or initiation of rate reduction proceedings 
by the Commission; (7) certain modifications in tariff provisions including 
those covering unauthorized overruns, and waiver by South Georgia of cer- 
tain overrun penalties imposed upon the City of Albany, Georgia, in 1958; 
(8) South Georgia will file an alternative summer rate of 46 cents per Mcf 
for air conditioning or ice manufacturing, subject to Commission approval (staff 
and Georgia Public Service Commission positions thereon are reserved). 


The Commission finds: 


(1) South Georgia is a “natural-gas company” within the meaning of the 
Natural Gas Act, with sales of natural gas for resale subject to our jurisdiction. 

(2) The proposed increased rates and charges which became effective sub- 
ject to refund on April 16, 1958, November 1, 1959, June 1, 1960, and August 13, 
1960, as hereinabove described, have not been shown to be just and reasonable, 
or otherwise lawful under the terms and provisions of the Natural Gas Act, 
and the tariff filings containing such rates and charges should be disallowed 
and denied as hereinafter provided and ordered. 

(3) The settlement of these proceedings on the basis proposed and agreed to 
by the parties and submitted for our consideration as above described on 


5 Following Southern’s reduction in proposed rates in Docket No. RP60-15 pursuant 
to order issued July 29, 1960, South Georgia reduced its proposed rates in both Docket 


Nos. G—20512 and RP61-5 by $30,285, leaving the net increase sought in the latter docket 
the same, $21,623. 
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December 13, 1961, subject to the terms and conditions hereinafter ordered, 
is just and reasonable and in the public interest in carrying out the provisions of 
the Natural Gas Act and such proposed settlement agreement should be 
approved, and made effective, as hereinafter provided and ordered. 


The Commission orders: 


(A) The proposed increased rates and charges contained in rate filings 
referred to in paragraph (2) above, are disallowed and denied. 

(B) The settlement of these proceedings on the basis and terms proposed 
and agreed to between South Georgia and its utility customers, as herein- 
above described, is approved and made effective, subject to the terms and 
conditions hereinafter ordered. 

(C) South Georgia shall make refunds of excess charges to its jurisdic- 
tional customers, including interest thereon, within thirty days from the date 
of the issuance of this order, as provided in paragraphs numbered 2 (Agree- 
ment Appendix A) and 3 of the proposed agreement. 

(D) Within 20 days after refunds have been made as provided by para- 
graph (C) hereof, South Georgia shall report to the Commission, in writing 
and under oath, the amount of the refunds made to each of its utility 
customers, and shall serve a copy of such report upon each of its customers 
receiving a refund. Concurrently therewith, South Georgia shall file with 
Commission releases from its jurisdictional customers showing receipt of princi- 
pal and interest so paid. 

(E) South Georgia shall make future refunds and necessary rate reduc- 
tions to reflect refunds and rate reductions of its supplier, Southern, as 
provided in paragraph 4 of the settlement agreement. 

(EF) South Georgia shall file the Commission within 20 days from the 
issuance of this order, appropriate tariff sheets reflecting the prospective 
rates and charges contained in paragraph 1 of the settlement agreement as 
substitute tariff sheets to its FPC Gas Tariff, and said substitute sheets 
shall be permitted to become effective as of September 1, 1961, as proposed 
in the settlement agreement. 

(G) Upon full compliance by South Georgia with all the terms and con- 
ditions of this order, the proceedings in Docket Nos. G-13550, G—17513, 
G-18626, G—20512, and RP61-—5 shall be terminated. 

(H) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission and is without prejudice 
to any claims or contentions which may be made by the Commission, South 
Georgia, the Commission staff, or any other party affected by this order, in 
any proceeding now pending or hereafter instituted by or against South Georgia 
or any other persons or parties affected by this order. 


APPENDIX A 


Summary of Refunds Including Interest* 


Docket No. 


G-13550 | G-18626 | G-1 RP61-5 


. -| |__| _. 
$133, 293 | $69, 904 | $4,113 | $224, 502 
Americus, Ga., y ‘ ‘i 22,268 | 14,970 | 2, 48 607 | 40, 325 
Ashburn, Ga., City 15 16 | { 37 
Atlanta Gas Light Co. (Valdosta, Ga.)__- 50, 240 29, 994 5, 4. 87,034 
Bainbridge, Ga., City of 21, 251 14,260} 2, 38, 564 
Cairo, Ga., City of 22,745 | 5, 575 2, 632 869 31, 821 
Camilla, Ga., City of. 9, 420 | 5, 565 89 | 246 16, 220 


*Interest included is in accordance with paragraph 2 and is based upon excess charges for gas delivered 
during the period April 16, 1958 through August 31, 1961, and also includes interest thereon until December 


31, 1961. See paragraph 3 for provision for refunds of excess charges for deliveries on and after September 
1, 1961. 
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Summary of Refunds Including Interest—Continued 


Cordele, Ga., City of 
Dawson, Ga., City of 
Fitzgerald, Ga., City of 
Havana, Ga., City of 
Lumpkin, Ga., City of 
Moultrie, Ga., City of. 
Nashville, Ga., City of. 
Pelham, Ga., City of. 
Quincy, Ga. City of. 
Quitman, Ga., City of 
Richland, Ga., City of. 
Tallahassee, Fla., City of 
Thomasville, Ga., City of 
Tifton, Ga., City of 


$16, 596 
9, 594 
1,190 

13, 421 


APPENDIx B 


Docket No. 


G-18626 | G-20512 


6, 974 
1, 290 


61, 305 


Cost of Service? 


Twelve Classification 


Gas Purchased 

Other Operating Expense 
Depreciation 

Income Taxes_. 

Other Taxes 

Return @ 6% per annum 


Total Cost of Service 


months 
ended 


Dec. 31, 1961 


$4, 022, 608 
521, 636 
305, 908 
177, 809 

83, 437 
530, 696 


5, 642, 094 


Demand 


$999, 450 
227, 715 
152, 954 

88, 904 
41,718 
265, 348 


1, 776, 089 


1 Summary of Cost of Service in accordance with Commission Staff study, as adjusted. 


APPENDIX C 


Allocation of Cost of Service 
Twelve Months Ended December 31, 1961 


Particulars 





Bases of Allocation—Mcf at 14.73 psia: 
Demand V olumes 1 
1961 Test Year S. 


Allocation of Cost of Service: 
SP ENO ic cgicdanednwiticastn ncmawubieunmibamaaiosies 
Commodity Costs 


Total Cost of Service 
Comparison of Revenues at RP61-5 Rates with Cost of 
Service: 
Revenues at RP61-5 Rates 3 
Total Cost of Service 
Excess of Revenues over Cost 
Average in Cents per Mef: 
Revenue at RP61-5 Rates 
Cost of Service 


Excess of Revenues over Cost 


Jurisdic- 
tional sales 


39, 631 
5, 6,8, 500 


Nonjuris- 
dictional 
sales 


10, 232 
6, 799, 900 


Commodity 


$3, 023, 158 
293, 921 
152, 954 

88, 905 
41, 719 
265, 348 


3, 866, 005 


Total sales 


49, 863 
12, 738, 400 





$1, 411, 632 | 
1, 802, 288 | 


_* 213, 920 


=| 


$364, 457 
2, 063, 717 


2, 428, 74 


$1, 776, 089 


3, 866, 005 





3, 495, 944 
3, 213, 920 











1 Adjusted 3-Day Average Sales for 1960-61 Peak. 
21961 Test Year Deliveries from Exhibit No. 2, Schedule 1. 
31961 Test Year Revenues from Exhibit No. 2, Schedule 1. 
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Before Commissioners: Joseph C. Swidler, Chairman; L. J. O’Connor, Jr., and 
Charles R. Ross. 


UNITED STATES DEPARTMENT OF THE INTERIOR, SOUTHEASTERN 
POWER ADMINISTRATION, JOHN H. KERR AND PHILPOTT PROJ- 
ECTS, DOCKET NO. E~-7002 


ORDER CONFIRMING AND APPROVING RATES AND CHARGES 
(Issued December 21, 1961) 


The Secretary of the Interior (Interior), acting on behalf of the Southeastern 
Power Administration (SEPA), on June 23, 1961, filed with the Federal Power 
Commission for confirmation and approval, pursuant to the provisions of the 
Flood Control Act of 1944 (58 Stat. 887), three proposed long-term schedules 
of rates and charges and rates and charges stipulated in two contracts, for the 
sale by Interior, acting by and through SEPA, of electric energy and power 
from the John H. Kerr and Philpott projects. Approval is requested for the 
period beginning July 5, 1961 and ending June 30, 1965. By letter dated July 6, 
1961 the Commission approved these rate schedules and rates and charges for 
a six month period beginning July 6, 1961. 

The rate schedules and rates and charges for which approval is requested 
cover the sale of the total commercial power output of the John H. Kerr and 
Philpott projects to Virginia Electric and Power Company (VEPCO), Carolina 
Power and Light Company (Carolina Power), and 33 public bodies and co- 
operatives. 

The John H. Kerr project, having a generating capacity of 204,000 kw, is 
located on the Roanoke River, 20 miles downstream from Clarksville, Virginia 
and 18 miles upstream from the Virginia-North Carolina state line, and is op- 
erated by the Corps of Engineers. The Philpott project, having a generating 
capacity of 14,000 kw, is located on the Smith River, about 20 miles upstream 
from Martinsville, Virginia, and is, also, operated by the Corps of Engineers. 
The Smith River is a tributary of the Dan River, which flows into the Roanoke 
River above the Kerr project. 

Under the current marketing arrangements two-thirds of the power output 
of the John H. Kerr project and all of the power output of the Philpott project 
are marketed through the facilities of VEPCO. The remaining one-third of the 
output of the John H. Kerr project is marketed through the facilities of Carolina 
Power. Since the Philpott project is not directly connected to the transmission 
facilities of VEPCO, the Philpott power is delivered to Appalachian Power 
Company which deliveries it to VEPCO pursuant to a contractual agreement 
between the two companies. This arrangement became effective April 1, 1961. 
Prior to that date the total output of the Philpott project was sold to Appalachian 
Power Company. 

The proposed Wholesale Firm Power Rate Schedule KP-1 makes wholesale 
firm power available to those public bodies and cooperatives within a 150 mile 
radius of the John H. Kerr project which have contracts with the Southeastern 
Power Administration for the purchase of power generated at the John H. Kerr 
and Philpott projects and which are served through the facilities of VEPCO. 
The Schedule provides for a monthly demand charge of $0.90 per kw of billing 
demand and an energy charge of 4.5 mills per kwh. The minimum bill is the 
demand charge. The billing demand for any month is the highest of the follow- 
ing: (1) the sum of the highest 30-minute integrated measured demands for 
the month at each point of delivery, exclusive of abnormal non-recurring de- 
mands due to emergency conditions or causes reasonably beyond the customer’s 


693-488—_64——_60 
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control; (2) 75% of the highest such sum of such measured demands occurring 
during any of the preceding eleven months, or (3) 75% of the contract demand. 

Wholesale Firm Power Rate Schedule JHK-1 makes wholesale firm power 
available to public bodies and cooperatives within a 165 mile radius of the John 
H. Kerr project purchasing power in wholesale quantities under appropriate 
contracts and served through the facilities of Carolina Power. The monthly 
rate for capacity and energy is the same as those provided in Wholesale Firm 
Power Rate Schedule KP-1, supra. The basis for determining billing demand 
is, also, the same except for the following provision in Rate Schedule JHK-1: 
If the total power requirements of the customer exceed that which the Gov- 
ernment is obligated to supply, the Government and the Company will share in 
the total supply. Where such total supply has exceeded the contract demand 
during the preceding twelve months including the current month, then the billing 
demand under this rate schedule for the month shall be the contract demand. 

Wholesale Dump Energy Rate Schedule KP-2 is available to VEPCO and 
Carolina Power and is applicable to fuel replacement energy generated at the 
John H. Kerr and Philpott projects and sold under appropriate contracts with 
SEPA. The monthly energy charge to each company is an amount equal to 
85% of the saving in the cost of fuel in that company’s operating generating 
stations due to the generation avoided therein by the receipt of dump energy 
from the afore-mentioned projects. 

The Interior-VEPCO Contract of March 24, 1961, under which VEPCO pur- 
chases capacity and energy generated at the John H. Kerr and Philpott projects, 
contains various subsections specifying rates and charges therefor. The basic 
rates and charges to VEPCO are summarized, as follows. The monthly rate 
for dependable capacity is $0.90 per kw and the rate for energy (other than dump 
energy) is 4.5 mills per kwh. In addition, VEPCO pays $10,416.67 per month 
for non-dependable capacity from the Kerr project, subject to adjustments when 
the dependable capacity available to VEPCO from Kerr is greater than 123,300 
kw or less than 116,700 kw, and when the reservoir rule curve is scaled to a 
minimum elevation below 290 feet. In addition, VEPCO pays $625 per month 
for non-dependable capacity from the Philpott project, subject to adjustments 
when the dependable capacity available to VEPCO from Philpott is greater than 
10,300 kw or less than 9,700 kw, and when the reservoir rule curve is scaled to 
a minimum elevation below 967 feet. When generating units are operated as 
synchronous condensers at the request of VEPCO, the charge is $5 per hour per 
generating unit at Kerr and $1.00 per hour per generating unit at Philpott. 

The Interior-Carolina Power Contract of December 7, 1955, under which 
Carolina Power purchases capacity and energy from the John H. Kerr project, 
contains various subsections specifying rates and charges therefor. The monthly 
rate for dependable capacity is $0.90 per kw and the rate for energy, other than 
dump energy, is 4.5 mills per kwh. In addition, Carolina Power pays $1,470.00 
per month for non-dependable capacity plus 1.25 cents per kw per day during 
periods when such capacity is guaranteed to be available. If, at the request 
of Carolina Power, one or more generating units are operating as synchronous 
condensers, the charge is $5 per hour per generating unit. 

A repayment study for the John H. Kerr and Philpott projects commencing 
with fiscal year 1955, the first year in which all the generating units at the 
projects were in operation, was prepared by SEPA in support of the rate sched- 
ules and rates and charges described above. This study shows, among other 
things, that the anticipated revenues from the proposed rates and charges will 
be sufficient to pay all production and marketing costs, including interest charges 
on the investment allocated to power production, amortization of the initial 
power production investment within 50 years of commencement of full com- 
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mercial operation of the projects, and amortization of capital replacement costs 
over the service lives of the facilities replaced. 

Notice of the proposed rates and charges was sent to interested State officials 
and published in the Federal Register on July 11, 1961 (26 F.R. 6221), stating 
that any person desiring to make comments or suggestions for the Commission’s 
consideration with respect thereto should submit them on or before July 17, 1961. 
No comments or suggestions have been received. 


The Commission finds: 


It is appropriate for the purposes of the Flood Control Act of 1944 that the 
proposed rates and charges for the John H. Kerr and Philpott projects, con- 
sisting of: (1) the Wholesale Firm Power Rate Schedule KP-1, applicable to 
public bodies and cooperatives within a 150 mile radius of the John H. Kerr 
project purchasing power in wholesale quantities and served by VEPCO from its 
system for the account of SEPA: (2) Wholesale Firm Power Rate Schedule 
JHK-1, applicable to public bodies and cooperatives within a 165 mile radius of 
the Kerr project purchasing power in wholesale quantities and served by 
Carolina Power from its system for the account of SEPA; (3) the Wholesale 
Dump Energy Rate Schedule KP-2, applicable to VEPCO and Carolina Power 
for the purchase of fuel replacement energy generated at the John H. Kerr and 
Philpott projects; (4) the rates, charges and service conditions set forth in the 
contract dated March 24, 1961 for the sale of power to VEPCO; and (5) the 
rates, charges and service conditions set forth in the contract dated December 7, 
1955 for the sale of power to Carolina Power, be confirmed and approved for the 
period beginning with the date of issuance of this order and ending June 30, 1965. 


The Commission orders: 


The rates and charges of the Southeastern Power Administration for the sale 


of power developed at the John H. Kerr and Philpott projects, consisting of the 
Rate Schedules described in the above finding and the rates and charges set forth 
in the contracts described therein, all as referred to above, are hereby confirmed 
and approved for the period beginning with the date of issuance of this order 
and ending June 30, 1965. 


‘ 


3efore Commissioners: Joseph C. Swidler, Chairman; Howard Morgan, L. J. 
O'Connor, Jr. aud Charles R. Ross. 


CITIES SERVICE GAS COMPANY, DOCKET NO. RP62-1 


ORDER APPROVING RATE SETTLEMENT AGREEMENT AND TERMINATING PROCEEDING IN 
PART 


(Issued December 22, 1961) 


On June 21, 1961, pursuant to the provisions of Section 4 of the Natural Gas 
Act, Cities Service Gas Company (Cities Service) tendered for filing Sixth 
Revised Sheets Nos. 4, 5, 7, 8, 10 and 19; Seventh Revised Sheets Nos. 12 and 14; 
and Eighth Revised Sheet No. 16 to its FPC Gas Tariff, Second Revised Volume 
No. 1 and Sixth Revised Sheet No. 27 to its FPC Gas Tariff, Original Volume 
No. 2, to become effective July 23, 1961, proposing an annual increase in its 
rates and charges of $8,721,664 over the rates in effect for the year ended March 
31, 1961, as adjusted. By order issued July 21, 1961, in the subject proceeding, 
the proposed increased rates and charges were suspended and the use thereof 
deferred until December 23, 1961, and until such further time as they may be. 
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made effective in the manner prescribed by the Natural Gas Act, and the Com- 
mission thereby entered upon an investigation concerning the lawfulness of the 
proposed increased rates and charges and set a public hearing thereon to 
commence on September 13, 1961. The increased rates applicable to the sales of 
gas for resale for industrial use only* were allowed to go into effect on 
July 23, 1961. 

At the public hearing on September 13, 1961, Cities Service presented its direct 
case, and the proceeding was then recessed to December 11, 1961. A field investi- 
gation was undertaken by the Commission staff and thereafter Cities Service 
contacted all the parties to this proceeding, including the Commission staff, and 
requested that the hearing scheduled to reconvene on December 11, 1961 be 
recessed and that a conference looking toward a settlement of the issues in this 
proceeding convene immediately thereafter. On December 11, 1961, in accord- 
ance with Cities Service’s request, the hearing was recessed and conferences were 
held on December 11, 12, 13, 14 and 15, 1961, in which Cities Service, its distrib- 
utor customers, its industrial customers, certain municipalities, members of the 
Kansas and Missouri State regulatory commissions, and the Commission staff 
participated. As a result thereof, agreement was reached among the conferees 
reducing the filed annual increase in rates from $8,721,664 to $4,511,034, reserv- 
ing however, for future determination the proper amount of federal income 
taxes to be included in the cost of service underlying the proposed settlement. 

On December 15, 1961, Cities Service introduced into the record as Exhibit 
No. 10 a “Stipulation of Settlement” concurred and agreed to by all parties of 
record including the Commission staff, State Corporation Commission of Kansas, 
and the Missouri Public Service Commission. On December 18, 1961, the pre- 
siding examiner certified to the Commission the “Stipulation of Settlement” 
together with the transcript of the proceeding held on December 15, 1961. 

The proposed “Stipulation of Settlement” is attached hereto as Appendix A* 
and is made a part hereof. Under such proposed settlement, Cities Service will 
file rates below the subject rates, reflecting the agreed cost of service, to become 
effective as of the dates specified therein, and will make refunds to its indus- 
trial customers, whose increased rates became effective under the subject filing 
as of July 23, 1961. No refunds are to be made to Cities Service’s jurisdictional 
customers inasmuch as the proposed increased rates have not been, and cannot 
be, made effective until December 23, 1961. However, refunds and further rate 
reductions will be made by Cities Service in the event of certain contingencies, 
including but not limited to the occurrence of refunds and rate reductions from 
certain of Cities Service’s suppliers. Further, Cities Service agrees not to file 
any increase in its rates for a period of 15 months except upon the contingencies 
set forth in the stipulation. We have reviewed all of the documents and data 
submitted, in support of the proposed settlement, including the cost of service 
data utilized for such purposes, and such review indicates that the settlement of 
this proceeding is in the public interest. 

We believe, in accordance with the agreement of the parties, that further study 
is required to determine whether the federal income tax allowances included in 
the cost of service supporting this proposed settlement are appropriate. Accord- 
ingly, upon investigation by the Commission, in the event the allowances for 
federal income tax in Cities Service’s cost of service supporting this settlement 
shall be found to be excessive, then Cities Service shall refund such amounts as 
may be ordered, together with interest thereon at the rate of 7% per annum, 
and shall file revised rates as may be ordered, to reflect the reduction in the 
cost of service resulting from such tax adjustments. 


1 Seventh Revised Sheet No. 14 and Highth Revised Sheet No. 16. 
*Omitted in printing. 
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The Commission finds: 


(1) The settlement of the proceeding in Docket No. RP62-1 on the basis of 
the “Stipulation of Settlement” is reasonable, proper, and in the public interest 
in carrying out the provisions of the Natural Gas Act, and such stipulation 
should be approved and made effective subject to the terms and conditions here- 
inafter provided and ordered. 

(2) The rates and charges as contained in Cities Service’s revised tariff 
sheets tendered for filing on June 21, 1961, are not just, reasonable or lawful 
under the terms and provisions of the Natural Gas Act and should be disallowed 
and denied as hereinafter provided and ordered. 

(3) Good cause has been shown that the 30-day notice requirement of the Nat- 
ural Gas Act be waived with respect to the filing of the revised tariff sheets to be 
filed by Cities Service and that they be permitted to become effective as herein- 
after ordered. 

(4) Good cause exists for terminating the proceeding in Docket No. RP62-1, 
except as to the issue of the proper allowance for federal income tax to be in- 


cluded in Cities Service’s cost of service, subject to the conditions hereinafter 
specified. 


The Commission orders: 


(A) The increased rates and charges filed by Cities Service on June 21, 1961, 
in this proceeding are hereby disallowed and denied. 

(B) The settlement of this proceeding in Docket No. RP62-1, as proposed in 
the “Stipulation of Settlement” filed with the presiding examiner as Exhibit No. 
10 on December 15, 1961, is approved and made effective, subject to the terms 
and conditions hereinafter specified. 

(C) Within 30 days after the date of issuance of this order, Cities Service 
shall file, in a form satisfactory to the Commission, revised tariff sheets reflecting 
the rates and charges contained in Article II of the said stipulation to be effec- 
tive as of December 23, 1961, as to all rates except the I-1 and I-2 rates, which 
rates shall be effective as of July 23, 1961, and December 23, 1961, as provided in 
Article IT. 

(D) The thirty-day notice requirement provided in the Natural Gas Act is 
hereby waived with respect to the revised tariff sheets required to be filed by 
paragraph (C) hereof, and such revised tariff sheets are permitted to take effect 
at the times therein stated. 

(E) Cities Service shall comply with Article III of the attached Appendix A* 
and shall, within 15 days of making such refund, report to the Commission, 
in writing and under oath, the amount of the refund made to each of its cus- 
tomers, showing separately the amount of refund so paid together with a com- 
putation showing the manner in which such refund was determined, and shall 
serve a copy of the report upon each of the customers receiving a refund. 

(F) Cities Service shall comply with each of the provisions of the attached 
Appendix A relating to future refunds and rate reductions. 

(G) Within 15 days of making a refund in accordance with paragraph (F) 
above, Cities Service shall report to the Commission, in writing and under oath, 
the amount of the refund made to each of the customers, showing separately 
the amount of principal and interest, if any, so paid together with a computa- 
tion showing the manner in which such refund was determined, and shall serve 
a copy of the report upon each of the customers receiving a refund. Concur- 
rently therewith, Cities Service shall file with the Commission releases from its 
jurisdictional customers showing receipt of principal and interest so paid. 


* Omitted in printing. 
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(H) The settlement approved by this order is subject to the following condi- 
tion and reservation: In the event it is determined by a subsequent order or or- 
ders of the Commission that the computation of the federal income tax allowance 
included in the cost of service is improper and that a lesser amount should have 
been included, Cities Service shall be required to make further refunds and 
reductions in its rates as hereinbefore provided. <A public hearing will be held 
on a date to be fixed by notice from the Secretary concerning the issue of the 
proper allowance for federal income taxes to be reflected in Cities Service's 
total cost of service. 

(I) Except as to the reservations herein stated, the proceeding in Docket No. 
RP62-1 is hereby terminated. 

(J) This order is without prejudice to any findings, or orders which have 
been or may hereafter be made by the Commission, and is without prejudice 
to any claims or contentions which may be made by the Commission, Cities 
Service, or any affected party herein in any proceeding now pending or hereafter 
instituted by or against Cities Service or any other company or person. 


ExHIsBIT A 


Purchase Gas Vendors 
Prices Subject to FPC Action 





Con- Docket || , Docket 
Vendor tract No, i| Vendor : No. 
No. 





Texaco, Inc.-..-- 7 G-19319 || Columbian Fuel Corp... 743 RI61-316 
Western Natural Gas Co 7 RI60-213 || Columbian Fuel Corp. 743 RI1-518 
Amerada Petroleum Corp 7 G-20076 || Socony Mobil Oil Co 678 R161-506 
Atlantic Refining Co | 963 G-20305 || United Producing Co-... 70 161-469 
Aylward Drilling Co...........| § G-20544 Barbara Oil Co... 1030 R 160-16 
Gulf Oil Corp. .__...- G-20338 || Barber Gas Operations. 1155 {161-465 
Petroleum, Inc G RI60-58 || Continental Oil Co._____. 1049 20448 
Sinclair Oil & Gas Co 9; G-20082 || J. M. Kessler. 68 RI61 103 
Socony Mobil Oil Co . G-20301 Frank Parkes_- 791 

Socony Mobil Oil Co 5 G-20301 Peerless Oil & Gas Co 749 

Sunray MidContinent Oil Co_.} 10% -20062 Peerless Oil & Gas Co 7 790 

Superior Oil Co--.-- i G-19934 || Republic Natural Gas C 675 

Skelly Oil Co-_.._- ‘ ---| 660/ R160-375 || Republic Natural Gas Co-.-. 675 

Texaco, Inc..... pence -| 3 G-20080 || Skelly Oil Co... 660 R 160-375 
United Producing Co...........| 85% G-15454 Cities Service Petroleum Co. 808 (1) 
Woods Petroleum Corp f G-20437 Kerr McGee Oil Ind-______. S08 a) 
Texaco, Inc........- d 76 G-20080 || Warren Petroleum Corp........| 808 (1) 
Texoma Production Co--------- G-20552 || Signal Oil & Gas Co.._.- 868 R161-438 
Socony Mobil Oil Co ; G-14118 || 


j i} 
| 











1 No docket designation. A separate ‘‘order Permitting Filing, Providing for Hearing on and Making 
Rate Effective” for each of the three companies was issued October 12, 1960, 
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EXHIBIT B 
SCHEDULE 3 


Proposed Settlement Rates and Revenues 
Based on Year Ended March 31, 1961 


Volumes Proposed Revenues 
Mcf—14.65# Rates Per | at Proposed 
Mef Rates 


Division One 

Rate Schedule F-1: 
Bas 8, 113, 854 ‘ $1, 647,112 
18, 277, 297 29. 5, 318, 693 





SE BE Biceicrnccnie = 6, 965, 805 
Rate Schedule C-1. 517, 530 g 102, 471 
Rate Schedule I-1_....----- ne iene 2, 730, 122 | ; 485, 962 
Rate Schedule X-5! 4, 832, 830 b | 876, 980 





Total Division One Sy EGO Lexincccancctsel 8, 431, 218 








Division Two 


am Schedule F-2: 
3 


29, 873, 110 . 6, 840, 942 
79, 816, 865 33.0 | 26, 339, 565 
109, 689, 975 cme 33, 180, 507 
5, 852, 158 21. 1, 246, 510 
70, 296, 343 ; 13, 567, 194 


358, 234 : 358, 234 





10, 247, 966 


Rate Schedule E....-.-.---- satel verde to saect ss d 21, 822. 








Total Division Two : 

Total Jurisdictional : 230, 579, 897 
Revenue @ G-18799 Rate . fe 
EN 





1 Rate is 16.4 psia and represents amount above price Cities pays to Arkla at Cement. Applicable 16.4 
psia volume is 4,317,121 Mcf. 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan, L. J. 
‘O’Connor, Jr., and Charles R. Ross. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-17485, ET AL. 


ORDER GRANTING INTERVENTION AND REHEARING OF ORDER AMENDING ORDER 
ACCOMPANYING OPINION NO. 324 


(Issued December 22, 1961) 


On December 1, 1961, the City of Guttenberg, Iowa, and the Towns of Cler- 
mont, Elgin, Elkader and Lansing,’ Iowa, filed a “Joint Notice of Intervention,” 
“Joint Application for Reconsideration, Modification, or Rehearing’? in Docket 
No. G-17486 and a “Joint Complaint” in Docket No. CP62-140, stating that they 
have been aggrieved by the Commission’s order issued November 1, 1961, 26 
FPC 672, which had amended the order accompanying Opinion No. 324 issued 
July 31, 1959, 22 FPC 164, in Northern Natural Gas Company, et al., Docket No. 
G-17485, et al. Aggrievement is said to arise from the fact that this amenda- 
tory order had permitted Northern Natural Gas Company (Northern) to delete, 


1 Hereinafter referred to as “Interveners”. 
2 Hereinafter referred to as “application”. 
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inter alia, the branch-line facilities which Northern had been authorized to con- 
struct to provide natural-gas service to Interveners. 

The Interveners were among the 342 communities Northern was originally 
authorized to serve by the order accompanying Opinion No. 324. The Commis- 
sion’s order of November 1, 1961, had deleted Northern's authorization to 
construct the facilities required to serve Interveners upon the representation in 
Northern’s “Petition for Further Amendment”, filed J'uly 31, 1961, that (Petition, 
page 4): 

Peoples Natural Gas Division (Peoples)* proposed to distribute gas in the 
communities of * * * Clermont, Elgin, Elkader, Guttenberg, and Lansing, 
Iowa. Peoples has decided not to proceed with the construction of distri- 
bution systems in those communities. This decision was prompted by the 
results of recent market surveys conducted by Peoples in those towns. 
Such surveys indicate that there has been a declining interest in gas service 
by the citizens of these communities since the original market surveys were 
conducted prior to the proceedings at Docket No. G—17485, et al. Because 
of the reduced interest in natural gas, Peoples now considers service un- 
feasible in these towns and therefore, Northern proposes to delete the 
branchline and measuring facilities proposed for their service. 

The Interveners’ application avers that Northern did not give them notice 
that it was requesting deletion of Commission authority to construct the facil- 
ities required to serve them and that their first knowledge concerning Northern’s 
request was obtained from reading a summary of the Commission’s aforesaid 
order of November 1, 1961, in the public press. Page 6 of the application also 
states that Northern’s representations to the Commission as to Interveners’ lack 
of interest in natural gas “* * * are in truth, unsupportable and contrary to 
the facts”. 

Attached to the Interveners’ application are: Exhibit 2 containing copies of 
resolutions of the respective communities attesting their continued interest in 
natural-gas service; Exhibit 3 comprised of letters from many commercial and 
small industrial customers stating that they are interested in natural-gas service 
and that they were never approached in any survey conducted by Northern; and 
Exhibit 4 consisting of petitions signed by approximately 500 potential resi- 
dential consumers indicating an interest in natural-gas service and averring 
that they were not canvassed by Northern in any systematic way concerning 
their desire for space-heating purposes. 

On November 30, 1961, prior to submitting the formal application herein- 
before described, the Interveners filed an informal complaint protesting 
Northern’s representations that the Interveners no longer desire natural-gas 
service, denying that Northern had made a survey justifying elimination of 
service and requesting that the order deleting authorization of the facilities re- 
quired to serve the Interveners be rescinded. On December 4, 1961, the Secre- 
tary of the Commission mailed a copy of this informal complaint to Northern 
and requested a reply thereto within 20 days. 

When we deleted Noerthern’s authorization to construct the necessary facili- 
ties to serve the Interveners, we acted upon representations made by Northern 
in its petition for further amendment. In granting Northern’s petition, there 
was no intention on our part to deprive any of the communities which were 
originally certificated by the order accompanying Opinion No. 324 of natural-gas 
service without their acquiescence or without the occurrence of changed circum- 


* Peoples Natural Gas Division is the name Northern uses to designate that portion of 
its business which involves the construction and operation of local distribution systems for 
the retail sale of natural gas. (This footnote is not part of the quotation.) 
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stances which would necessarily have made such communities economically 
infeasible for service. Therefore, in this order we shall grant Interveners’ 
request to intervene in the proceeding in Docket Nos. G—17485, et al., and we 
shall also grant their application for rehearing, subject to the further action 
which will be required upon our receipt and evaluation of Northern’s answer to 
the Interveners’ complaint. 


The Commission finds: 


(1) The participation of the above-named Interveners in this consolidated 
proceeding is in the public interest. 

(2) It is appropriate and proper in the administration of the Natural Gas 
Act that a rehearing be granted concerning the Commission’s order issued 
November 1, 1961, amending the order accompanying Opinion No. 324, as herein- 
after ordered and conditioned. 


The Commission orders: 


(A) The City of Guttenberg and the Towns of Clermont, Elgin, Elkader, and 
Lansing, Iowa, are hereby permitted to become interveners in the above-entitled 
proceeding subject to the rules and regulations of the Commission: Provided, 
however, that the participation of such interveners shall be limited to matters 
affecting asserted rights and interests as specifically set forth in their joint 
notice of intervention; and provided, further, that the admission of such inter- 
veners shall not be construed as recognition by the Commission that they or any 
of them might be aggrieved because of any order or orders of the Commission 
entered in this proceeding. 

(B) A rehearing is hereby granted to Interveners concerning the Commis- 
sion’s order issued November 1, 1961, 26 FPC 672, amending the order accompany- 
ing Opinion No. 324, insofar as that order affected deletion of the facilities 
heretofore authorized by the Commission for the purpose of providing natural- 
gas service to Interveners, and subject to the further action which will be 
required upon receipt and evaluation of Northern’s answer to the Interveners’ 
complaint. 





ae Nee 
erm 


Before Commissioners: Joseph C. Swidler, Chairman; Howard Morgan, L. J. 
G’Connor, Jr. and Charles R. Ross. 


TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. RP61-15 
ORDER APPROVING SETTLEMENT, PRESCRIBING REFUNDS AND TERMINATING PROCEEDING 
(Issued December 26, 1961) 


This proceeding arose upon the filing by Texas Gas Transmission Corpora- 
tion (Texas Gas), on October 21, 1960, of revised tariff sheets reflecting an annual 
increase in its resale and transportation rates of $4,742,199. By order issued 
December 5, 1960, instituting the instant proceeding, the Commission suspended 
the operation of certain of the revised tariff sheets until May 6, 1961, “and until 
such further time as they may be made effective in the manner prescribed by 
the Natural Gas Act.” Upon motion duly filed by Texas Gas on May 4, 1961, and 
pursuant to the order of the Commission herein issued on May 22, 1961, the 
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suspended tariff sheets (and certain substitute tariff sheets tendered for filing 
on April 27, 1961) became effective subject to refund on May 6, 1961.7 

The hearing in this matter commenced on July 25, 1961 pursuant to the 
Commission’s order issued on June 28, 1961. 

Thereafter, on September 15, 1961, Texas Gas requested that a conference 
be held for the purpose of determining whether the issues involved in this 
proceeding could be resolved by settlement. By order issued September 29, 
1961, the Commission postponed the formal hearing which was scheduled to 
reconvene on October 24, 1961 until October 25, 1961 and, in the same order. 
Cirected that an informal settlement conference be held on October 24, 1961. 
In the meantime, on October 2, 1961, Texas Gus filed revised tariff sheets re- 
flecting a decrease in Texas Gas’ resale rates which are subject to the jurisdic- 
tion of the Commission, which reduction amounted, in total, to approximately 
$1,227,000 annually. These tariff sheets were accepted and made effective as of 
May 6, 1961 pursuant to the Commission's order issued in the instant proceed- 
ings on November 7, 1961.” 

Pursuant to the Commission’s order issued September 29, 1961, a conference 
was held attended by Texas Gas, the interveners and the Commission Staff 
to determine whether the issues in this proceeding could be settled. Notice of 
further sessions of the settlement conference was given to all interveners. These 
conferences culminated in a Statement of Proposed Settlement which the Presid- 
ing Examiner received into the record of this proceeding on December 14, 1961, a 
copy of which is attached hereto as Appendix A.* The Statement of Proposed 
Settlement was also served upon all interveners. The record also reflects that 

se specified customers who were required by the Statement of Proposed 
Settlement to execute the Statement, as an agreement, have done so. No ob 
jection or protest has been filed by any other intervener. 

This Statement of Proposed Settlement provides that the currently effective 


increased rates of Texas Gas, which are the subject of this proceeding, shall 
remain in effect until December 31, 1962 subject to the following conditions: 

(1) Texas Gas shall refund to its jurisdictional customers receiving service 
under such rates an amount aggregating $2,300,000, plus simple interest at the 
rate of seven percent (7%) per annum, which relates to natural gas sold to, 
and transported for, such customers during the period May 6, 1961 through 


1 Third Revised Sheet No. 68-I; Fourth Revised Sheet Nos. 68-—BB and 70-A;: Substitute 
Fourth Revised Sheet Nos. 68—-G, 68—H, 68—-K, and 68—-L; Fifth Revised Sheet Nos. 13, 15, 
and 68—C ; Sixth Revised Sheet Nos. 7, 9, 19, 21, 25, 27, and 71; Substitute Seventh Revised 
Sheet Nos. 68—A, 68-B, 68—E, and 68-F; Substitute Eighth Revised Sheet Nos. 79-I and 
79-—J ; Substitute Ninth Revised Sheet Nos. 5, 11, 23, 29, 33, 41, 53, 55, 59, 61, 63, 67, 69, 
70, 73, and 74; Substitute Tenth Revised Sheet Nos. 17, 31, 35, 37, 43, 57, and 65; and 
Substitute Eleventh Revised Sheet No. 39 to FPC Gas Tariff, Second Revised Volume No. 
1, and First Revised Sheet No. 254 to FPC Gas Tariff, Original Volume No. 2. 

In addition, Substitute Eighth Revised Sheet Nos. 45, 47, and 51 and Substitute Ninth 
Revised Sheet No. 49 which relate to the sale of gas for resale for industrial use only also 
became effective on May 6, 1961. 

2 The revised sheets which were thus made effective are: First Revised Sheet No. 79-K; 
Fourth Revised Sheet No. 68-I; Fifth Revised Sheet Nos. 68—BB, 68—G, 68—H, 68—K, 68-L, 
and 70—A; Sixth Revised Sheet Nos. 13, 15, and 68-C; Seventh Revised Sheet Nos. 7. 9, 
19, 21, 25, 27, and 71; Eighth Revised Sheet Nos. 68—A, 68—B, 68—-E, and 68—-F; Ninth 
Revised Sheet Nos. 45, 47, 51, 79-I, and 79-J ; Tenth Revised Sheet Nos. 5, 11, 23, 29, 33, 
41, 49, 53, 55, 59, 61, 63, 67, 69, 70, 73, and 74; Eleventh Revised Sheet Nos. 17, 31, 
35, 37, 43, 57, and 65; and Twelfth Revised Sheet No. 39 to FPC Gas Tariff, Second 
Revised Volume No. 1. 

Ninth Revised Sheet Nos. 45, 47, and 51 and Tenth Revised Sheet No. 49, which relate 
to the sale of natural gas for resale for industrial use only, are not subject to refund. 

*Omitted in printing. 
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December 31, 1961 which period has been treated as a locked-in period for the 
purposes of the settlement ; * 

(2) Texas Gas shall prepare a cost of service report for the twelve months 
ending December 31, 1962 and serve such report upon the Commission’s Staff 
and all parties to the instant proceeding for review not later than April 1, 1963. 
If the actual revenues received for jurisdictional service in the calendar year 
1962 exceed the allocated cost of rendering such service, which shall be com- 
puted upon the basis of 614 percent rate of return, then, Texas Gas shall refund 
the difference to its customers plus simple interest at the rate of seven percent 
(7%) per annum; 

(3) Texas Gas shall also prepare a cost of service report for the twelve 
months ending December 31, 1962, adjusted to reflect certain specified known 
changes in costs, and serve such report upon the Commission’s Staff and ali 
parties to the instant proceeding for review not later than April 1, 1963. If the 
actual revenues for jurisdictional service in the calendar year 1962 exceed the 
allocated costs of rendering such service, then Texas Gas shall file a reduction 
in its rates to be effective on and after January 1, 1963. Such reduction in 
rates shall. be made in accordance with Article VII of Appendix A hereof; 

(4) Texas Gas shall make refunds and reductions in its rates to reflect re 
funds and rate reductions received from its suppliers all as more particularly 
described in Articles IV, VI, VIII, and IX of Appendix A; 

(5) Texas Gas agrees not to file for an increase in any of its jurisdictional 
rates, which are the subject of this proceeding, prior to January 1, 1963, or 
place such rates into effect prior to July 1, 1963 unless the Federal income 
tax rate for corporate profits shall be increased above the present 52% tax rate. 
In such an event, the increase shall be limited so as to reflect only the effect 
of such increased taxes upon the jurisdictional rates of Texas Gas. 

The Staff has indicated that it has no objection to the proposed settlement. 
We have reviewed the Statement of Propesed Settlement and the record of this 
proceeding and such review indicates that the settlement of this proceeding, 
as proposed, is in the public interest. 

The Commission finds: 


The settlement of this proceeding upon the basis of the Statement of Pro- 
posed Settlement, which is attached hereto as Appendix A and made a part 
hereof, is reasonable, proper and in the public interest in carrying out the 
provisions of the Natural Gas Act, and should be approved and made effective 
as hereinafter provided and ordered. 


The Commission orders: 


(A) The settlement of this proceeding as set forth in the Statement of Pro- 
posed Settlement, which is attached hereto as Appendix A and made a part 
hereof, is hereby approved and made effective as proposed therein and subject 
to the terms and conditions hereinafter ordered. 

(B) Texas Gas shall make immediate refunds to its jurisdictional customers 
in accordance with Article III of Appendix A within thirty (30) days from the 
date of this order. 


® The $2,300,000 is to be apportioned among the customers as a percentage (to be deter- 
mined after the close of the calendar year 1961) of the amount paid by the customers 
subject to refund in this proceeding for the period May 6, 1961, through December 31, 1961. 
The Statement of Proposed Settlement includes an option whereby any customer may elect 
(1) to receive an immediate refund equal to sixty-two and one-half percent (62.5%) of the 
amount paid by such customer subject to refund in the proceeding for the period May 6, 
1961, through December 31, 1961, and (2) to receive possible additional refunds at a later 
date based upon the results of a cost of service report for the twelve months ended May 
31, 1962, to be prepared by Texas Gas and approved by the Commission. 
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(C) Texas Gas shall comply with each of the provisions of Appendix A 
relating to future refunds and rate reductions. 

(D) Within twenty (20) days of making a refund in accordance with para- 
graph (B) and (C) above, Texas Gas shall report to the Commission, in writing 
and under oath, the amount of the refund made to each of the customers, show- 
ing separately the amount of principal and interest so paid together with a 
computation showing the manner in which such refund was determined, and 
shall serve a copy of the report upon each of the customers receiving a refund. 

(E) Upon compliance with the terms and conditions of this order, the pro- 
ceeding in Docket No. RP61-15 shall be deemed terminated. 

(F) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission and is without prejudice to any 
claims or contentions which may be made by the Commission, Texas Gas or 
any other affected party hereto, in any other proceeding or proceedings now 
pending or hereafter instituted by or against Texas Gas or any other party 
hereto. 


Before Commissioners: Joseph C. Swidler, Chairman; Jerome K. Kuykendall, 
Howard Morgan, L. J. O’Connor, Jr., and Charles R. Ross. 


EL PASO NATURAL GAS COMPANY, DOCKET NOS. G-4769, G-12948, G-17929 
AND RP60-3 


ORDER ADOPTING INTERIM ORDER PROCEDURE OMITTING INTERMEDIATE DECISION AND 
FIXING DATES FOR FILING OF BRIEFS 


(Issued December 27, 1961) * 


The Presiding Examiner, on November 30, 1961, certified to the Commission 
the record made in these dockets since July 24, 1961 relevant and material to 
the issue of rate of return, and a motion entered orally upon the record by staff 
counsel during the hearing on November 16, 1961. In that motion staff counsel 
requested (1) application in these proceedings of the interim order procedure 
with respect to the issue of rate of return, and (2) waiver of the intermediate 
decision procedure in accordance with Section 1.30 of the Commission’s Rules 
of Practice and Procedure and immediate certification of the issue of rate of 
return, with the testimony and exhibits related thereto, to the Commission for 
decision on that issue. Several interveners supported the motion while El Paso 
objected to it both on the record and by written answer filed November 27, 1961. 

It is contemplated that El Paso will be required to reduce its present rates 
if it is determined under the interim order procedure that the fair rate of 
return for El Paso is less than that requested in RP60-3. If the fair rate of 
return is less than that requested in Docket Nos. G-4769, G—12948 and G—17929, 
it is contemplated that immediate refunds would be ordered in only Docket No. 
G-4769, for reasons hereinafter stated. Refunds, if necessary, in Docket Nos. 
G-—12948, G-17929 and RP60-3 would not be ordered until determination of all 
the issues in those proceedings. It is further contemplated that for purposes of 
refund and reduced rates, all other factors relating to rate base, cost of service, 
allocation, ete., will be used as presented by El Paso on the record, without 
prejudice to the rights of any party to question any of those items in subsequent 


phases of this proceedings, if such item is determined to be in issue by the 
Presiding Examiner. 


Staff counsel asserts that the interim order procedure is necessary and 
proper in these proceedings, will expedite these proceedings and will result in 


*Rehearing denied by order issued February 8, 1962, 27 FPC 336, petition for review 
dismissed, 301 F. 2d 189 (CA5-—1962). 
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substantial justice to El Paso and its customers. In support of his motion staff 
counsel contends: (1) As the only issue in Docket No. G-4759 is that of a fair 
return on El Paso’s production properties, pursuant to the remand by the Fifth 
Circuit Court of Appeals, 281 F.2d 567, the granting of the motion would dispose 
of that case finally; (2) the Commission, in considering the rate of return 
issue for the purpose of finally deciding G-4769, will necessarily be reviewing 
the identical record which relates to the rate of return issue in the latter three 
dockets: (3) a prompt decision on rate of return could give immediate relief to 
all of El Paso’s customers, particularly those in California which take the bulk 
of El Paso’s gas; (4) the J’ennessee decision (Tennessee Gas Transmission Com- 
pany v. F.P.C., 293 F.2d 761) is distinguishable from these proceedings in that 
here there are no other issues ripe for decision whereas in Tennessee the basis of 
the court’s refusal to allow the interim order to become effective was the fact 
that the allocation issue was ripe for decision; and (5) if the Commission should 
find that a lesser rate of return is just and reasonable, than that requested by 
El Paso in Docket Nos. G—12948, G—17929 and RP60-3, it is suggested that a 
deferral of refunds until final decision of all issues in those proceedings would 
enable El Paso to earn the rate of return finally determined by the Commission 
even if the Commission in its final decision, should change El Paso’s allocation 
method. 

El Paso, in its answer to staff counsel’s motion, in addition to prematurely 
arguing the merits of its evidence on rate of return, also contends and argues 
that: (1) to grant such a motion under the circumstances of this case would 
be unlawful; (2) even if it were not unlawful, to grant a motion for interim 
order in this case would be unfair, unwise and not in the public interest; 
(3) the Presiding Examiner does not have power to grant a motion for interim 
order procedure in these cases and (4) the motion for omission of the inter- 
mediate decision should be denied, because to grant such a motion in this case 
would be unlawful and even if it could lawfully be done, intermediate decision 
should not be omitted here. 

The Presiding Examiner, in his ruling of November 30, 1961, on staff counsel's 
motion, granted staff’s request for certification of the record on the issue of rate 
of return. The Examiner found that the waiver of the intermediate decision 
procedure, and the use of the interim order procedure (pursuant to the Com- 
mission’s order of November 1, 1961, 26 FPC 665, in Cities Service Gas Company, 
Docket No. RP62-1) will expedite these proceedings and, “with the reservations 
and conditions proposed by the staff, modified if the Commission should find that 
necessary or desirable, be just to all of the parties to these proceedings.” The 
Presiding Examiner then certified the record relating to the rate of return issue 
to the Commission, as requested in the staff’s motion. 

El Paso, on December 5, 1961, filed its “Appeal by El Paso Natural Gas 
Company from Presiding Examiner’s Ruling On Motion to Certify; Motion 
Requesting Opportunity to File Briefs; and Motion Requesting Opportunity 
to Present Oral Argument.” El Paso repeats therein the arguments contained 
in its answer to staff’s motion. El Paso also contends that the Presiding 
Examiner’s findings in his ruling on staff counsel’s motion were not made 
through the exercise of any discretion conferred upon him by the Rules but 
because the Examiner considers himself bound by the Commission’s order of 
November 1, 1961 in Docket No. RP62-1, “as committing to him for initial 
decision only the question ‘whether the use of the procedure [interim order] 
will expedite this proceeding and be just to the parties...”. El Paso 
alleges that the Examiner’s finding decides only part of the issues relating 
to the interim order procedure and that such a method, as set out by the 
Commission in its Cities Service order would, “to no good purpose, frag- 
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ment the decision-making process and prevent any benefit from being derived 
from initial decision by the Examiner.” For these reasons, El Paso requests 
the Commission to remand these proceedings to the Examiner for his decision 
on the question of the propriety of the use of the interim order procedure 
in these proceedings, taking into account “all” of the factors which bear on 
that problem. However, El Paso fails to point to any factors (other than 
those covered by the Presiding Examiner in his certification) which it be- 
lieves relate to the propriety of the use of the interim order procedure. Fur- 
ther, we cannot agree with El Paso’s contention that the Presiding Examiner’s 
finding that the procedures proposed by the staff “would expedite the dis- 
position of the proceedings” and “would be just to all of the parties to the 
proceeding” was based on less than “all” the factors bearing on the problem. 


The Commission finds: 


(1) The use of the interim order procedure with respect to the rate of 
return issue in these proceedings is both necessary and proper and will expedite 
these proceedings and result in substantial justice to all parties. 

(2) The staff’s motion for application of the interim order procedure and 
waiver of the intermediate decision with respect to the rate of return issue 
should be granted and the parties should be allowed to file briefs as hereinafter 
provided. 

(3) El Paso’s “Appeal From Presiding Examiner’s Ruling on Motion To 
Certify ; Motion Requesting Opportunity To File Briefs; And Motion Request- 
ing Opportunity To Present Oral Argument” should be denied. 


The Commission orders: 





(A) The issue of a proper rate of return for El Paso in these proceedings 
shall be determined under interim order procedure. 

(B) The intermediate decision procedure hereby is omitted for purposes of 
determination of the proper rate of return for El Paso. 

(C) El Paso’s “Appeal From Presiding Examiner’s Ruling On Motion To 
Certify; Motion Requesting Opportunity To File Briefs; And Motion Re 
questing Opportunity To Present Oral Argument” hereby is denied. 

(D) Main briefs on the issue specified in Paragraph (A) above shall be 
filed by all parties who desire to do so on or before January 22, 1962, and 
reply briefs, if any, shall be filed on or before February 2, 1962. 
Commissoner Kuykendall dissenting. 


[LETTER ORDER REJECTING RATE FILING] 
DEcEMBER 28, 1961* 














Bianco Om Company (Operator), ET AL. 
P.O. Box 2641 

1031 Navarro Street 

San Antonio, Texas 





Attention: Mr. J. E. KenpAtL, Vice President 

GENTLEMEN: This is with reference to your submittal on December 1, 1961 
of a notice of change in rate from 18.0¢ to 20.0324¢ per Mcf under your FPC 
Gas Rate Schedule No. 9. This schedule covers your sale of gas te Natural 
Gas Pipeline Company of America from the Northeast Thompsonville Area, Webb 
and Jim Hogg Counties, Texas. 

The proposed rate increase is based upon certain language contained in 
Blanco’s letter dated January 16, 1961 which accepted the conditioned temporary 


*Rehearing denied by order issued February 23, 1962, 27 FPC 393. 
693-488—64 61 
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authorization issued in Docket No. CI61-618. It is also stated that your rate 
increase filing is permitted by the opinion of the Court of Appeals in Texaco Inc. 
v. F.P.C., 290 F. 2d 149, 156 (5th Cir. 1961). 

Review of the January 16, 1961 acceptance letter reveals that Blanco agreed 
that the initial price during the period the temporary authorization is in effect 
shall be 18.0¢ per Mcf at 14.65 psia. A permanent certificate has not yet been 
issued in Docket No. C161-618 and the first periodic rate increase provided by 
contract is for the 4-year period commencing October 1, 1965. Further, the 
holder of a temporary price-conditioned certificate is not authorized to change 
the status quo, pending disposition of an application for a permanent certificate, 
by filing a change in rate schedule. See Alabama-Tennessee Natural Gas Co. 
v. F.P.C., 203 F. 2d 494. Under the circumstances, Blanco’s proposed rate 
increase is improper and may not be filed with the Commission. 

In view of the foregoing, the December 1, 1961 submittal is hereby rejected 
and all copies returned herewith. 

By direction of the Commission. 


3efore Commissioners: Joseph C. Swidler, Chairman; L. J. O’Connor, Jr., 
and Charles R. Ross. 


HASSIE HUNT TRUST, OPERATOR, ET AL., DOCKET NO. G-19115; H. L. 
HUNT, OPERATOR, ET AL., DOCKET NO. G-19116; HUNT OIL COM- 
PANY, DOCKET NO. G-19117; WILLIAM HERBERT HUNT TRUST 
ESTATE, OPERATOR, DOCKET NO. G-19118; LAMAR HUNT TRUST 
ESTATE, DOCKET NO. G-19119; GEORGE W. GRAHAM, INC., OPERA- 


TOR, ET AL., DOCKET NO. G-19123; PLACID OIL COMPANY, OPERA- 
TOR, ET AL., DOCKET NOS. G-19124 AND G-19125 


ORDER DENYING REHEARING AND FIXING DATE FOR HEARING 
(Issued December 28, 1961) 


On December 1, 1961, Placid Oil Company filed an Application for Rehear- 
ing of our Order Granting Intervention, Setting Aside Certificates and Issuing 
Temporary Authorizations, issued November 2, 1961, 26 FPC 689 and Hassie 
Hunt Trust, H. L. Hunt, Hunt Oil Company, William Herbert Hunt Trust 
Estate, Lamar Hunt Trust Estate, and George W. Graham, Inc., filed an 
Application for Rehearing and Reconsideration of said order Petitioners 
allege that the Commission erred in vacating the certificate of public con- 
venience and necessity theretofore issued to them in the above-listed dockets, 
that it erred in vacating the certificates without full hearing, that the Com- 
mission has no authority to issue temporary authorizations for the period 
during which service may be continued without permanent certificates out- 
standing, that the refund provision set forth in the aforesaid order was 
improper, and that we have no authority to order the filing of a copy of 
said order with Petitioners’ rate schedules. 

We have considered Petitioners’ arguments, and find no reason to grant 
rehearing or to reconsider our order. 

On November 24, 1961, the Public Service Commission of the State of New 
York filed, pursuant to ordering paragraph (B) of the aforesaid order a 
statement setting forth its position on the issues involved and its position 
thereon. In view of said position, and in order that the public interest be 


1 All parties are hereinafter referred to as petitioners. 
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adequately served, we deem it necessary that a hearing be held concerning 
the applications in the above-listed dockets in order that it may be determined 
whether or not the public convenience and necessity require that permanent 
certificates should issue to Petitioners upon the terms and at the price sought. 

On June 15, 1961, the Court of Appeals for the District of Columbia Circuit 
reversed our denial of intervention to the New York Commission and ordered 
that the instant cases be “remanded for such further proceedings as are not 
inconsistent with this opinion.” Public Service Commission of New York v. 
F.P.C., 295 F. 2d 140, 144. In view of prior judicial determinations, we have 
taken in this proceeding the only action we could have taken to protect the right 
of the New York Commission to intervene in this case. 

Petitioners argue that we should not have vacated the certificates, that they 
had become final because no appeal had been taken from them and that the 
court had no power to rule upon the effectiveness of the certificates. Petitioners 
ignore the fact that the New York Commission had sought to intervene to protect 
its rights, that the intervention had been denied, and that an appeal from said 
denial was pending before the courts at the time certificates were issued to 
Petitioners. Petitioners were undoubtedly aware of these facts, or should have 
been. The denial of intervention was reversed. To allow the certificates now 
to become final, in derogation of the New York Commission’s right to intervene, 
would thwart completely the judgment of the Court. This we cannot do. Ina 
similar case, Public Service Commission of New York v. F.P.C., 284 F. 2d 220, 
the same Court of Appeals made this clear when it stated: 

If a person has applied for intervention in a proceeding and been denied 
intervention, and has validly brought the order of denial to this court for 
review, the administrative agency cannot destroy the jurisdiction of this 
court by simply taking final action in the proceeding, the would-be inter- 
venor being absent from that proceeding. Such a holding would create too 
ready a means by which the administrative agencies could thwart the power 
of a reviewing court to pass upon the validity of orders denying interven- 
tion. Such applicants for intervention have a right to judicial review of 
such denials. 





s 





* 

















If it be decided .. . that the order denying intervention was in error and 
that the New York Commission should have been allowed to intervene in 
the opening stages of the proceeding before the Federal Commission, it will 
follow that the proceeding before the Commission would have to be reopened 
to permit the New York Commission to become a full participant in the 
proceeding and to present whatever evidence and argument it might choose 
to present. 

In view of this clear pronouncement, it is plain that the proceedings should 
be reopened so that the New York Commission may have its day in court and 
an opportunity to contest the initial prices sought by Petitioners. U.S. v. Seatrain 
Lines, Inc., 329 U.S. 424, and other cases cited by Petitioners are inapposite. 

Nor are we foreclosed from the issuance of temporary certificates in cases of 
this kind. Once service in interstate commerce has been initiated, it must be 
continued unless permission to abandon has been received from the Commission 
under Section 7(b) of the Natural Gas Act. In view of the requirement that 
we vacate the permanent certificates under the Court’s order, as set forth above, 
and that we hold further hearings to determine the Petitioners’ applications for 
certificates of public convenience and necessity, we found it necessary to issue 
temporary authorizations in order to maintain adequate service to Natural Gas 
Pipeline Company of America. This may be done without notice or hearing 
under the authority granted us in Sections 7 and 16 of the Act. 
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The Commission’s order provided for possible refunds in the event Petitioners 
failed to justify the price sought in the certificates. The power of the Commis- 
sion to impose conditions upon certificates of public convenience and necessity 
has been held to extend to temporary certificates. Sunray Mid-Continent Oil 
Co. v. F.P.C., 270 F. 2d 404; Texaco Inc. v. F.P.O., 290 F. 2d 149; J. M. Huber 
Corp. v. F.P.C., 294 F. 2d 568 (Sept. 14, 1961). In ordering that refunds be made 
for revenues collected in excess of the amount computed at the rate determined 
to be required by the public convenience and necessity, we believe that we have 
“protected all interests pending [final] determination” The Pure Oil Co. v. 
F.P.C., 292 F. 2d 350 (July 7, 1961) of the application for permanent authority. 

Petitioners further contend that we have no authority to order that a copy 
of our November 2, 1961, order be filed as part of their applicable rate schedules. 
Section 16 of the Natural Gas Act gives us the power to perform all acts neces- 
sary to carry out the provisions of that Act. We have ample authority to require 
that the rate schedule under which an independent producer will be collecting 
revenues be on file with us and that it truly represent the terms and conditions 
under which said revenues are being collected. We have accomplished this by 
requiring that the aforesaid order be filed as part of the Petitioners’ rate 
schedules. 


The Commission finds: 


(1) The applications for rehearing and reconsideration filed by Petitioners 
set forth no new facts or legal considerations which were not fully considered 
by the Commission prior to the issuance of our order of November 2, 1961, or 
which have now been considered warrant the modification of said order. 

(2) It is necessary and proper that a hearing be held in the above consolidated 


dockets to determine whether certificates of public convenience and necessity 
should issue to Petitioners on the terms and at the price sought. 


The Commission orders: 

(A) The applications for rehearing filed by Petitioners be and they hereby 
are denied. 

(B) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by Sections 7 and 15 of the 
Natural Gas Act and Regulations thereunder and the Rules of Practice and Pro- 
cedure of the Commission, a hearing will be held commencing March 28, 1962, 
at 10:00 a.m. (EST) in a hearing room of the Federal Power Commission, 441 
G Street, N.W., Washington, D.C., concerning the matters involved in and the 
issues presented in the applications filed by Petitioners in the above-listed 
dockets. 

(C) Any person heretofore permitted to intervene in the above-listed dockets 
shall be considered an intervenor in the reopened matter. Further protests or 
petitions to intervene may be filed with the Federal Power Commission, Wash- 
ington 25, D.C., in accordance with the Rules of Practice and Procedure (18 
CFR 1.8 or 1.10) on or before February 28, 1962. 
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Before Commissioners: Joseph C. Swidler, Chairman; L. J. O’Connor, Jr. 
and Charles R. Ross. 


HOLYOKE WATER POWER COMPANY, PROJECT NO. 2004 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL PROJECT COST AND NET CHANGE 
THEREIN ; ACCRUED DEPRECIATION ; AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued December 28, 1961) 


Holyoke Water Power Company, Licensees for Project No. 2004,’ filed on 
September 11, 1950, its initial statement pursuant to Section 4.20 of the Com- 
mission’s Regulations under the Federal Power Act, claiming for the constructed 
portion of Project No. 2004, as of September 1, 1949, the effective date of the 
license an actual legitimate original cost of $4,147,405.96,? and an applicable re- 
serve for accrued depreciation in the amount of $1,262,325.91, resulting in a 
claimed net investment of $2,885,080.05 as of that date. In addition, Licensee's 
., books and records show for the period September 1, 1949, through December 31, 
1952, a net increase in cost of the constructed project of $31,694.36, resulting in a 
total claimed or recorded actual legitimate original cost of the constructed proj- 
ect as of December 31, 1952, of $4,179,100.32. During the period from September 
1, 1949, through December 31, 1952, Licensee also recorded upon its books of 
account entries in its depreciation reserve account for the constructed project 
in the net credit amount of $146,946.91, making a recorded balance in that ac- 
count of $1,359,894.31 as of December 31, 1952. 

On January 13, 1954, Licensee filed its initial statement pursuant to Section 
4.1 of the Commission’s Regulations under the Federal Power Act, claiming an 
actual legitimate original cost of the redeveloped project (Hadley Falls Station) 
of $5,261,482.11 as of December 31, 1952. This statement reflected an adjust- 
ment in the credit amount of $107,254.76 to the actual legitimate original cost 
of the redevelopment as recorded upon Licensee’s books of account in the amount 
of $5,368,736.87 as of that date. Licensee also recorded a credit amount of 
$96,000 in its depreciation reserve account for the project redevelopment as of 
December 31, 1952. 

The Commission’s staff made a field examination of the books and records 
of Licensee and other data for’the purpose of ascertaining the correctness of 
the claimed or recorded costs and accrued depreciation applicable to in-service 
project properties of the constructed project and the claimed costs and accrued 
depreciation of such properties of the redeveloped project for the above-mentioned 
period. 


1 Project No. 2004 is located on the Connecticut River in Hampden and Hampshire 
Counties, Massachusetts, and consists of certain constructed project works and the project 
redevelopment (Hadley Falls Station). The license (issued pursuant to Section 4(e) of 
the Federal Power Act) is for a period of 50 years, commencing September 1, 1949. 

# Articles 23 and 24 of the license provide for Commission determination of the actual 
legitimate original cost of that portion of Project No. 2004 completed prior to the effective 
date of the license and the applicable reserve for accrued depreciation thereon, both as of 
the effective date of the license; the difference being the net investment of the Licensee 
in the project as of that date; and the actual legitimate original cost of the redeveloped 
portion of the project to be completed after the effective date of the license, together with 
any additions to or betterments of the project. 
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Following that examination, an agreement, subject to Commission approval, 
was reached between the staff and Licensee’s representatives with respect to 
certain proposed adjustments involving (1) the elimination of the net amount 
of $592,614.14 from the claimed and recorded project costs as of September 1, 
1949, and an adjustment in the credit amount of $427,546.95 to the recorded 
project reserve for accrued depreciation as of that date;* (2) the elimination of 
$626,278.60 from the recorded costs of the constructed plant for the period from 
September 1, 1949, through December 31, 1952; (3) a reduction of the actual 
legitimate original cost of the redeveloped project in the net credit amount of 
$107,254.76 as of December 31, 1952, and (4) the accounting disposition of the 
foregoing amounts. 

Based upon the proposed adjustments, the resulting net investment in the 
constructed project as of September 1, 1949, would be $1,914,297.47, consisting 
of an actual legitimate original cost of $3,554,791.82 less accrued depreciation of 
$1,640,494.35. The revised actual legitimate original cost of the entire project as 
of December 31, 1952, would be $8,221,689.69, consisting of $2,960,207.58 for the 
constructed project and $5,261,482.11 for the redevelopment. The accrued 
reserve for depreciation applicable to in-service project properties of the entire 
project as of December 31, 1952, would be $1,271,582.58, consisting of an accrued 
reserve for depreciation of $1,175,582.58 applicable to in-service properties of 
the existing project and of $96,000 to those of the project redevelopment. 

The proposed accounting dispositions of the amounts involved in the proposed 
adjustments to bring Licensee’s recorded costs and applicable reserve for de- 
preciation for the constructed project changes for the period from September 1, 
1949, through December 31, 1952, into agreement with the recommended cost and 
accrued depreciation applicable thereto of that portion of the project as of 
December 31, 1952, tentatively agreed to between Licensee and staff, are shown 
by the following composite journal entry: 


ee Title Debit Credit 


Accumulated Provision for Depreciation, Project No. 2004 $611, 858. 68 
Unappropriated Hemoed Surplus ............cccc-cccccncccnccccccces 
Electric Plant in Service, Project No. 2004 


1 Account references herein are to account numbers and titles prescribed in the Commission’s revised 
Uniform System of Accounts for Public Utilities and Licensees effective January 1, 1961. 
2 Primary Plant Accounts affected are as follows: 
331 Structures and Improvements 
332 Reservoirs, Dams and Waterways (604, 433. 60) 
333 Water Wheels, Turbines and Generators.._......-.-......--------------------eeeene (22, 042. 06) 


Note.—($) denotes credit. 


The proposed accounting dispositions of the amounts involved in the proposed 
adjustments to bring Licensee’s recorded cost of the redevelopment, Hadley 
Falls Station, as of December 31, 1952, into agreement with the recommended 
cost of that portion of the project tentatively agreed to between Licensee and 
staff, are shown by the following composite journal entry: 


8 By order issued June 30, 1961, the Commission approved and directed the disposition 
of amounts classifiable in Account 114, Electric Plant Acquisition Adjustments, and in 
Account 116, Other Eiectric Plant Adjustments, on Licensee’s books of account as of De- 
cember 31, 1949, in a manner resulting in the elimination of a net amount of $179,766.05 
from Licensee’s electric plant accounts. That order gave effect to the herein described 
staff adjustments to Licensee’s claimed and recorded project costs and applicable reserve 
for accrued depreciation as of September 1, 1949, and consequently no accounting entries 
are necessary to accomplish such adjustments as of that date. 
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| 
Account Title Debit Credit 
No. | 


a 
101 | Electric Plant in Service, Project No. 2004, Hadley Falls | 





103 — Plant in Process of Rec cation, Work Order 
50. 


0. 
101 | Electric Plant in Service, Nonproject (Acct. No. 398, Miscel- 


SO I no ie CN tice = 2 
107 | Construction Work in Progress, Work Order No. 62...._.... QE Sh cedoticeas 
108 | Accumulated Provision for Depreciation of Electric Plant in | | 

I TN a 1s wast cieneesieaeendainls 75, 680. 54 |..........--.-.- 
OE er nn eb aineebeues We SUE Uoiviccedinnaniansiacens 
216 | Unappropriated Earned Surplus 


Pe kn Seas ae ee Wee te 


Following its examination of Licensee’s books and records in support of its 
filed claimed depreciation for the constructed project as of September 1, 1949, 
the effective date of the license, the staff made independent computations to 
determine the adequacy of amounts recorded in Licensee’s depreciation reserve 
accounts up to and including December 31, 1952. The staff determined the 
average age of surviving depreciable property as of September 1, 149, and 
computed annual rates of depreciation for the several classes of property as 
follows: 

Annual rates 


Accounts (percent) 
SSi Structures and Tmaprovements......2.c.. nds ees 1.33 
382 Reservoirs, Dams and Waterways_......................... . 667 
333 Water Wheels, Turbines and Generators___...---------~--~-- 2.0 
S34 Accessory Wlectric Eauipment................................ 2. 50 
335 Miscellaneous Power Plant Equipment__.---~-----~-----~-~-- 2. 50 


The staff recommends and Licensee concurs that the recorded reserve for ac- 
cured depreciation of the entire project is adequate as of December 31, 1952, 
after reflecting the adjustments recited above. However, the staff recommends 
that starting at January 1, 1962, Licensee be required to accrue depreciation on 
in-service project properties at the rates set forth in the preceding paragraph. 

The Massachusetts Department of Public Utilities was apprised by letter of 
this Commission dated July 25, 1961, of the proposed adjustments, accounting 
dispositions and resulting project costs and depreciation reserve, all as de 
scribed above. By letter dated August 3, 1961, that Commission indicated no 
objection to the staff recommendations, 


The Commission finds: 


(1) Licensee, by its tentative agreement to the staff recommendations herein, 
and the Massachusetts Department of Public Utilities, by its letter dated 
August 3, 1961, have obviated the necessity for notice and opportunity to pro- 
test provided by Sections 4.4, 4.5, 4.22 and 4.23 of the Commission’s Regulations 
under the Federal Power Act. 

(2) The foregoing adjustments, including the accounting dispositions there- 
for, are reasonable and appropriate for the purposes of the Federal Power 
Act, and therefore, should be approved and directed as hereinafter provided. 

(3) It is necessary and appropriate for the purposes of the Federal Power 
Act that Licensee be directed to make provision for annual depreciation of its 
in-service project properties of Project No. 2004 beginning January 1, 1962, at 
annual depreciation rates as shown in the staff recommendations set forth 
above; all in the manner as hereinafter provided. 

(4) As of the effective date of the license herein, September 1, 1949, the 
(1) actual legitimate original cost of the constructed portion of Project No. 
























936 FEDERAL POWER COMMISSION 





2004 is $3,554,791.82 classified by primary plant accounts as shown in the 
attached Schedule II; (2) reserve for accrued depreciation applicable to 
in-service project properties of the constructed project plant is $1,640,494.35 ; 
and (3) resulting net investment of Licensee therein is $1,914,297.47. 

The net change in the actual legitimate original cost of the constructed por- 
tion of Project No. 2004 for the period from September 1, 1949, through Decem- 
ber 31, 1952, is a net decrease of $594,584.24, as shown in the attached Sched- 
ule III. The net decrease or change in the reserve for accrued depreciation 
applicable to in-service properties of the constructed project for the period from 
September 1, 1949, through December 31, 1952, is $464,911.77, as shown in the 
attached Schedule V, columns (2) and (6). 

The actual legitimate original cost of the project redevelopment (Hadley 
Falls Station), as of December 31, 1952, is $5,261,482.11, classified by primary 
plant accounts ‘as shown in the attached Schedule IV; and the accrued depre- 
ciation applicable to in-service project properties of the redevelopment is 
$96,000 as of that date, as shown in the attached Schedule V. 

The actual legitimate original cost of the entire project (the constructed 
project and the redevelopment) as of December 31, 1952, is $8,221,689.69, classi- 
fied by primary plant accounts as shown in the attached Schedule I; and the 
reserve for accrued depreciation applicable to in-service project properties of 
the over-all project as of that date is $1,271,582.58, all as more specifically set 
forth in the attached Schedule V. 


The Commission orders: 


(A) The provisions of Sections 4.4, 4.5, 4.22 and 4.23 of the Commission’s 
Regulations under the Federal Power Act are hereby waived for the purposes 
of this order. 

(B) The adjustments, including the accounting dispositions therefor, as 
proposed by the staff and agreed to by the Licensee are hereby approved and 
directed to be made by Licensee. 

(C) Licensee shall make provision for annual depreciation of its in-service 
project properties of Project No. 2004 at annual depreciation rates as shown 
in the recital above starting at January 1, 1962, unless otherwise ordered by 
the Commission. 

(D) Licensee, to the extent that it has not already done so, shall (a) estab- 
lish and maintain control and detailed plant accounts for the entire project 
plant (constructed portion and the redevelopment) showing the debit balance 
of $3,554,791.82 as of September 1, 1949; the credit amount of $594,584.24 as 
the net decrease or change in project plant accounts (for the constructed proj- 
ect) for the period from September 1, 1949, through December 31, 1952; the 
debit amount of $5,261,482.11 in the project plant accounts of the redevelop- 
ment as of December 31, 1952; and the total debit balance of $8,221,689.69 as 
of December 31, 1952; all as more specifically shown by primary plant accounts 
as set forth in the attached Schedule I; and (b) establish and maintain a 
reserve account for accrued depreciation for the constructed portion of Proj- 
ect No. 2004 showing the credit balance of $1,640,494.35 as of September 1, 
1949; the debit amount of $464,911.77 as the net decrease or change in the 
reserve for accrued depreciation for the constructed project for the period 
from September 1, 1949, through December 31, 1952; the credit balance of 
$96,000 in the reserve account for accrued depreciation of the project redevel- 
opment as of December 31, 1952; and the credit balance of $1,271,582.58 for 
the entire project plant as of December 31, 1952; all as shown in the attached 
Schedule V. 

(E) Licensee shall, within 60 days of the issuance of this order, file FPO 


Form No. 7 and certified copies of journal entries showing compliance with 
this order. 
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SCHEDULE V 


Accumulated provision for depreciation of Project Electric Plant in service 
per books, adjustments thereto and, approved balances 


} As of Dec. 31, for years— 
| As of Sept. 1, a ta eae 
1949 


1950 | 1951 
oy) @ | | | © 


CONSTRUCTED FROJECT WORKS | 


oe ce ne -|$1, 212, 947. 40 |$1, , 726. 21 |$1, 315, 810. 32 |s1, 359, 894. 31 


Cumulative disposition of staff 
adjustments: 

Disposition of staff adjust- 
ments resulting from re- | 
classification and original 
cost examination, 
Commission order ! , 546. 427, 546. 95 427, 546.95 

Additional adjustments (611, 858. 68); (611, 858. 68) 


Adjusted balances, | 
structed works. -.-......- | | 1, , 273. 1, 131, 498. 59 | 1, 175, 582. 88 


Redevelopment Hadley | 
Falls Station 2 96, 000. 00 
Total project approved 
balances | 1,655, 189.05 | 1, 699, 273.16 | 1, 131, 498. 59 1, 271, 582. 58 














1 Disposition of adjustments in reclassification of electric plant accounts incorporated in Commission 
order issued June 30, 1961: 
Item No. 


427, 546. 95 


3 Hadley Falls Station, the redevelopment authorized in Articles 2 and 5 of the license, was completed 
and placed in service on Jan. 1, 1952. The balance of $96,000 shown above represents 12 months accrual 
for this facility at the composite rate of approximately 2 percent per annum on recorded construction 
expenditures as of Sept, 30, 1951. 


Note.— () Denotes reduction. 


Before Commissioners: Joseph C. Swidler, Chairman; L. J. O’Connor, Jr. and 
Charles R. Ross. 


SAMEDAN OIL CORPORATION, OPERATOR, ET AL., DOCKET NO. CI62- 
378; ARTHUR H. BRUNER AND COMPANY, DOCKET NO. CI62-305; 
NORTH CENTRAL OIL CORPORATION, OPERATOR, DOCKET NO. CI62- 
313; FOREST OIL CORPORATION, OPERATOR, ET AL., DOCKET NO. 
CI62-283; STATE EXPLORATION COMPANY, DOCKET NO. CI62-326; J. 
RAY McDERMOTT AND COMPANY, INC., DOCKET NO. G-17337; TEX- 
ACO, INC., DOCKET NO. CI62-407; GULF OIL CORPORATION, DOCKET 
NO. CI62-412; ATLANTIC REFINING COMPANY, DOCKET NO. CI62-416 


OBDER DENYING REHEARING OR RECONSIDERATION AND RESCINDING TEMPORARY 
AUTHORIZATION 


(Issued December 28, 1961) 


On November 28, 1961, the Public Service Commission of the State of New 
York (PSC) filed an application for rehearing or reconsideration of orders issu- 
ing temporary certificates of public convenience and necessity to the above- 
listed Applicants. Applicants sought authorization to make sales from acreage 
in southern Louisiana. Temporary authorization was issued to each producer 
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Applicant in the above-listed dockets to make sales of gas conditioned upon the 
total initial price not exceeding 21.25 cents per Mcf at 15.025 psia, inclusive 
of tax reimbursement. Each temporary authorization was fo be accepted 
within 30 days. All Applicants except J. Ray McDermott and Company, Inc. 
{J. Ray McDermott), accepted the proferred authorization within the prescribed 
time. 

On December 18, 1961, Samedan Oil Corporation (Samedan) filed a motion to 
reject the application for rehearing or reconsideration by PSC. The Secretary 
rejected said motion on the ground that it is in the nature of an answer to said 
application for which no provision is made under our Rules. Samedan resub- 
mitted its Motion on December 26, 1961, and requested the Commission to “re- 
view the action of the Secretary in rejecting the motion.” We find that the 
Secretary’s rejection of Samedan’s motion was appropriate. 

PSC has requested that we rescind the temporary authorization, or reconsider 
whether the sales may be authorized on a temporary basis. If temporary au- 
thorizations may be issued, PSC argues we should issue them (1) at a total 
initial price of 18 cents per Mcf at 15.025 psia inclusive of tax reimbursement 
or (2) at 21.25 cents per Mcf subject to refund of the amounts in excess of the 
amount computed at the rate to be determined in the applicable docket. 

We find no valid reason for rescinding or altering the temporary authoriza- 
tion which we have issued and under which service has been commenced (with 
the exception of the authorization granted to J. Ray McDermott, which, not hayv- 
ing been accepted within the time prescribed, will be rescinded). 

Each Applicant set forth in his application for temporary authorization a 
basis which we have in the past and do by our regulations recognize as a valid 
reason to grant temporary authorization. Section 157.28(c) of the Regulations 
Under the Natural Gas Act provides that “emergency” may include inter alia 
drainage, threatened loss of leases, economic hardship resulting from payment 
of shut-in royalties, or similar situations. Our experience in regulating inde- 
pendent producers has proved the soundness of this provision. Each of the 
producers in question, we find, has made allegations which bring it within the 
scope of Section 157.28(c). No facts have been brought to our attention which 
warrant the conclusion that these representations were incorrect or improperly 
made. 

The temporary authorizations were issued conditioned upon sales of gas to 
be made at no more than 21.25 cents per Mcf at 15.025 psia, inclusive of tax reim- 
bursement. This is the price which we found in the Fourth Amendment of the 
Statement of General Policy No. 61-1 (issued October 31, 1961) to be the ceiling 
price level for initial sales in southern Louisiana. As set forth in that Amend- 
ment, this price was reached after reviewing considerable information available 
to us. It is a price, as we there stated, which will enable us to hold the line on 
new sales in the area at a level consistent with the public interest and, at the 
same time, will enable producers to obtain authorizations which provide them a 
reasonable basis for proceeding with their operations and furnishing needed sup- 
plies of gas. The purpose of the Policy Statement has been acknowledged with 
approval by the Courts. See Wisconsin v. F.P.C., et al. CADC No. 16175, et al., 
decided November 30, 1961. We believe that the price we have set for southern 
Louisiana, reached after careful consideration of the many relevant factors, is 


in the public interest. We see no reason to disturb the temporary authorizations 
as issued. 












































The Commission finds: 





(1) The assignments of error and grounds for rehearing set forth in the ap- 
plication for rehearing or reconsideration filed by the Public Service Commis- 
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sion of the State of New York set forth no new facts or principles of law which 
were not fully considered by the Commission when it issued temporary author- 
izations to the above-listed independent producers, or which having now been 
considered warrant any change or modification in said authorizations. 

(2) The temporary authorization issued to J. Ray McDermott and Company, 
Ine., on November 9, 1961, was not accepted by said company within the thirty 
day period allowed by said authorization. 


The Commission orders: 


(A) The application for rehearing or reconsideration filed herein on November 
28, 1961, by the Public Service Commission of the State of New York be and is 
hereby denied. 

(B) The temporary authorization issued to J. Ray McDermott and Company, 
Inc., on November 9, 1961, be and is hereby rescinded. 


Before Commissioners: Joseph C. Swidler, Chairman; L. J. O’Connor, Jr. and 
Charles R. Ross. 


THE SHAMROCK OIL AND GAS CORPORATION, DOCKET NOS. G-9146 
AND G-9498 


ORDER APPROVING PROPOSED SETTLEMENT, PRESCRIBING REFUNDS, AND TERMINATING 
PROCEEDINGS 


(Issued December 28, 1961) 


These proceedings under Section 4 of the Natural Gas Act involve the law- 
fulness of increased rates and charges filed by The Shamrock Oil and Gas Cor- 
poration (Shamrock) for sales of residue gas to Northern Natural Gas Company 
(Northern) at the outlet of Shamrock’s McKee Gasoline Plant in Texas, Sham- 
rock, Minneapolis Gas Company (Minneapolis) and Northern, the latter two 
being intervening parties, submitted a stipulation in compromise and settlement 
of this case on the record at a reconvened session of the hearing December 20, 
1961. Also on the record staff counsel recommended approval of the proposed 
settlement and termination of the proceedings. The presiding examiner has 
certified the record to the Commission for its consideration and action. 

Shamrock’s contracts herein with Northern, an interstate pipeline company, 
initially provided for rates of 8 cents per Mcf for residue gas from dry sour gas 
and 9 cents per Mcf for residue gas from casinghead gas from the West Pan- 
handle Field in Texas Railroad District No. 10. The contracts, contained in its 
FPC Gas Rate Schedule Nos. 2 and 3, provide for only one price increase in each 
rate schedule during the 20 year term of the contracts. The provision is that 
five years after the inception of the stated initial prices, such prices shall be 
increased one cent per Mcf. Upon the basis of these periodic escalation clauses, 
Shamrock filed corresponding notices of changes in rates and charges in June 
and September, 1955, in Supplement No. 2 to its FPC Gas Rate Schedule No. 2 
and in Supplement No. 3 to its FPC Gas Rate Schedule No. 3. By order issued 
July 19, 1955, in Docket No. G—9146, and by order issued October 18, 1955, in 
Docket No. G—9498, the proposed increased rates and charges were suspended. 
Further orders issued January 23, 1956, in Docket No. G-9146, and July 16, 1956, 
in Docket No. G—9498, permitted the increased rates of 9¢ and 10¢ per Mcf to 
become effective subject to refund. These rates are lower than the applicable 
area rates set forth by the Commission in its Statement of Policy No. 61-1. 
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By order issued March 29, 1956, the Commission consolidated the two pro- 
ceedings herein for hearing and subsequently permitted interventions. The 
consolidated proceedings came on for hearing July 25, 1956. At the conclusion 
of the presentation by Shamrock of its case-in-chief, staff counsel moved to 
dismiss the proposed increases in rates and charges on the grounds that Sham- 
rock had not discharged the burden of proof imposed by Section 4(e) of the 
Natural Gas Act. Minneapolis joined in the motion. 

The presiding examiner rendered a decision in May, 1957, holding the evi- 
dence inadequate to meet the standard under Section 4(e) of the Act for a 
prima facie determination that the rates were just and reasonable. 

The Commission reversed the examiner’s decision by order issued August 6, 
1959, terminated the proceedings and provided that the increased rates “shall 
remain in effect until changed in accordance with the provisions of the Natural 
Gas Act.” 

By order issued October 2, 1959, the Commission denied Minneapolis’ appli- 
cation for rehearing and on November 20, 1959, the Commission issued its 
Opinion No. 332, setting forth the reasons for its having denied rehearing and 
for terminating the proceeding (22 FPC 882). Minneapolis petitioned the 
United States Court of Appeals for the District of Columbia Circuit for review 
of the orders of the Commission. 

The court reversed the Commission, granted it discretionary authority to 
reopen these proceedings and among other things, observed that “the documents 
now in this record, devoid of dollar amounts, are not sufficiently definite or 
substantial to support findings upon justness and reasonableness.” The court 
decided that “the Commission cannot terminate a proceeding after it has actually 
conducted a hearing to the point of receiving an Examiner’s initial decision, 
without rendering a decision upon the issue presented, which is the lawfulness 
of the proposed rates” (294 F. 2d 212, 215). 

Thereafter, the Commission on May 15, 1961, ordered the proceedings herein 
reopened. Shamrock then presented evidence on its cost-of-service in “dollar 
amounts” and on the last of three hearing days submitted the stipulation of the 
parties for settlement referred to hereinabove and set forth in the Appendix 
of this order. The Commission staff had also developed cost-of-service studies 
for each of the years 1956 through 1960 constructed basically on the Phillips 
method (Opinion No. 338) which bear upon the lawfulness of the increased 
rates collected and subject to refund since 1956. Relying upon these studies, 
which were not made a part of the record, staff counsel recommended that the 
Commission accept the proposed settlement. The presiding examiner who had 
presided at the initial hearing in 1956, after considering Shamrock’s evidence 
and all the circumstances including the stipulation, concluded that “no useful 
purpose would be served by proceeding further with the trial of this case.” 

In our judgment, settlement of this matter in accordance with the Stipulation 
for Settlement is desirable. 


The Commission finds: 


(1) The proposed settlement of these rate proceedings on the basis described 
herein, as more fully set forth in the Stipulation for Settlement submitted in 
the record on December 20, 1961, and in the Appendix to this order, is in the 
public interest and appropriate to carry out the provisions of the Natural Gas 


Act and should be approved and made effective by the Commission as herein- 
after ordered. 


The Commission orders: 


(A) The Stipulation for Settlement,* dated December 6, 1961, entered in the 
record of the hearing herein on December 20, 1961, and constituting the Ap- 


*Omitted in printing. 
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pendix of this order, is hereby approved subject to the provisions hereinafter 
set forth. 

(B) Shamrock shall refund to Northern within 20 days of the date of this 
order the sum of $36,000.00 as a full and final settlement of all the issues in 
these proceedings representing a principal amount of $27,692.00 and interest 
thereon in the amount of $8,308.00. 

(C) Shamrock shall within 30 days from the date of issuance of this order 
file with the Commission a release from Northern for payment of the sum of 
$36,000.00. 

(D) Upon Shamrock’s compliance with paragraphs (B) and (C) above, 
Shamrock is hereby relieved and discharged from its refunding obligations in 
the agreements and undertakings filed in these proceedings, the increased rates 
and charges involved in Docket Nos. G-9146 and G—9498 shall continue in effect 
without obligation to refund, and these proceedings shall be terminated. 

(E) The acceptance of this Stipulation for Settlement is without prejudice 
to any findings or orders which have been or may hereafter be made by the 
Commission in any proceeding now pending or hereinafter instituted by or 
against Shamrock. 


Before Commissioners: Joseph C. Swidler, Chairman; L. J. O’Connor, Jr., and 
Charles R. Ross. 


ATLANTIC SEABOARD CORPORATION, DOCKET NO. G-—20272 


OBDER CONDITIONALLY APPROVING RATE SETTLEMENT AGREEMENT AND PROVIDING FOR 
LIMITED HEARING 


(Issued December 29, 1961) * 


On September 14, 1961, Atlantic Seaboard Corporation (Atlantic Seaboard), 
an affiliate in the Columbia Gas System, Inc., filed a motion requesting that the 
Commission issue an order approving a proposed settlement agreement. The 
proposed settlement agreement (attached hereto as Exhibit I)** was executed 
by Atlantic Seaboard and all of its customers following a field investigation by 
the Commission staff of Atlantic Seaboard’s books, records and operations and 
following conferences between Atlantic Seaboard, its customers, non-customer 
interveners, and members of the Commission staff. 

The proposed settlement agreement provides for two costs of service (see 
Appendix A) which will be used as bases for rates to be determined after 
hearing. The first cost of service is for the test year ended March 31, 1960, and 
will be used as the basis for determining rates from April 5, 1960, the date the 
increased rates originally proposed herein became effective subject to refund, 
until April 1, 1961; it reflects a reduction of revenues for the period of about 
$926,000. The second cost of service is based on the same test year but with 
adjustments to reflect increased purchased gas costs’; it will be used as the 
basis for determining rates from and after April 1, 1961 and reflects a reduction 
of revenues of about $662,000 on an annual basis. The agreement also provides 
for an adjustment to the cost of service in the event that Atlantic Seaboard 
transfers Boldman Compressor Station (see Appendix B).? The settlement 


*Modified by order issued February 19, 1962, 27 FPC 369. 

**Omitted in printing. 

1The adjustments reflect increases which are effective subject to refund in Transconti- 
nental Gas Pipe Line Corporation, Docket No. RP61-—13, and Columbian Fuel Corporation, 
Docket No. R1I61-288. 

2 Transfer of the station and certain other facilities is subject te approval in the pro- 
ceeding in Docket No. CP61-—107. 
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agreement also reserves the normalized tax treatment in the cost of service, 
concerning accelerated depreciation under Section 167 of the Internal Revenue 
Code, for redetermination upon motion of any party in the event that a normal- 
ized tax treatment is held improper upon ultimate judicial determination and 
review in the case entitled City of Lexington, et al. v. F.P.C., 295 F. 2d 109, (CA4, 
No. 8101, October Term, 1960, decided October 2, 1961). If the normalization 
of taxes is disapproved, the settlement rate of return is also subject to appro- 
priate redetermination. 

According to the agreement, two issues are reserved for hearing and deter- 
mination by the Commission in this proceeding: (1) the level of the demand 
and commodity components of the rate in Atlantic Seaboard’s contract demand 
service rate schedules and the rate levels in its other rate schedules; and (2) 
the continued inclusion in the contract demand service rate schedules of an 
adjustment to the demand charge for Btu deviations from 1,000 Btu per cubic 
foot. The settlement agreement provides that after hearing and determination 
of the above issues, Atlantic Seaboard will (1) make appropriate revisions in 
the rates now effective subject to refund in this proceeding; (2) make refunds, 
plus interest, reflecting the revisions in rates; (3) make further refunds to the 
extent and in the same manner that its suppliers make refunds to Atlantic 
Seaboard of charges which are reflected in the settlement cost of service; and 
(4) make further reductions in rates to the extent that its suppliers reduce 
rates to Atlantic Seaboard which are reflected in the settlement cost of service. 

The Pennsylvania Public Uility Commission and City of Pittsburgh have 
requested that prior to approval of the settlement agreement consideration be 
given to adjustment of the settlement cost of service to reflect economies from 
storage operations in Terra Alta Field in West Virginia. Gas injection into 
that storage field began in mid-1960 under temporary authorization granted in 
Docket No. G—17774, but it appears that the field will not be fully developed 
until 1963. An investigation of the costs and benefits of the project would ap- 
pear premature at this time and would delay without warrant approval of a 
fair and well supported settlement. Rate revisions appropriate to economies 
from Terra Alta should be left for later determination in the proceeding on the 
application for a certificate of public convenience and necessity for this project 
or in other appropriate proceedings. 

The City of Pittsburgh also stated that it was abstaining from joining in the 
settlement because of the uncertain effect on Atlantic Seaboard’s cost of service 
of the transfer of certain facilities, including Boldman Compressor Station, 
subject to approval in the proceeding in Docket No. CP61-107. The settlement 
agreement does stipulate an adjustment to the settlement cost of service in the 
event the transfer of Boldman Compressor Station is approved and completed. 
However, no provision has been made for the possible transfer of the other 
facilities involved in Docket No. CP61-107. We think it obvious, for the same 
reason that the settlement agreement provides for the possible transfer of the 
station, that provision should be made for the possible transfer of the other 
facilities. We shall therefore condition our approval of the settlement agree- 
ment by requiring Atlantic Seaboard to file revised cost of service analyses and 
associated revised rates and proposed refunds, subject to our approval, if such 
be required by, or otherwise appropriate to, approval of transfer of facilities in 
the proceeding in Docket No. CP61-107. 

On our own motion we deem it appropriate to add one further condition to 
our approval of the proposed settlement agreement. The agreement provides 
for refunds to the extent and in the same manner that Atlantic Seaboard’s 
suppliers make refunds to it of charges reflected in the settlement cost of 
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service. Requirements to similar effects have been imposed in other recent 
proveedings.* However, in this case the prospect of a hearing on rate design 
makes it appropriate also to leave for determination after hearing the issue 
of the manner in which refunds and rate reductions shall be made by Atlantic 
Seaboard. We shall therefore condition our approval of the settlement agree- 
ment by providing for hearing on the manner of reducing rates and making 
refunds. 

Pending review of a proposed settlement relating to Atlantic Seaboard’s 
affiliate, United Fuel Gas Company, we shall defer setting a date for hearing 
on the issues reserved in this proceeding. 

Our review of the terms of the settlement agreement and the studies in sup- 
port thereof, indicate that said agreement, if modified as indicated above, is in 
the public interest and should be approved. 


The Commission finds: 


(1) The settlement of the proceeding in Docket No. G—20272 on the basis of 
the rate settlement agreement submitted by Atlantic Seaboard, as hereinafter 
modified, is reasonable, proper, and in the public interest in carrying out the 
provisions of the Natural Gas Act, and should be approved and made effective 
subject to the terms and conditions hereinafter ordered. 

(2) The rates and charges in Atlantic Seaboard’s revised tariff sheets, com- 
prising Rate Schedules CDS-1, CDS-2, CDS-PR-1, CDS-PR-2, AOS-1, AOS-2, 
IS-1, and IS-2, tendered for filing in this proceeding, have not been shown to 
be just, reasonable, or otherwise lawful under the terms and provisions of the 
Natural Gas Act, and should be disallowed and denied as hereinafter ordered. 

(3) A hearing should be held in this proceeding as hereinafter provided. 


The Commission orders: 


(A) The increased rates and charges tendered for filing by Atlantic Seaboard 
in this proceeding on November 4, 1959, as modified on April 13 and September 12, 
1960, hereby are disallowed and denied. 

(B) The settlement of this proceeding as proposed in the rate settlement 
agreement discussed above (Exhibit I hereto), subject to the terms and condi- 
tions hereinafter specified, is approved and made effective. 

(C) In the event and to the extent that transfers of facilities are approved in 
the proceeding in Docket No. CP61-107, Atlantic Seaboard shall tender for 
filing, subject to approval by the Commission, revisions to the settlement costs 
of service as may be required by, or otherwise appropriate to, approval of the 
transfer of facilities in the proceeding in Docket No. CP61-107; if all the issues 
to be heard in the proceeding in Docket No. G-20272 have been determined prior 
to said approval of the transfer of facilities, Atlantic Seaboard shall also tender 
for filing, subject to the approval of the Commission, revisions in rates and pro- 
posals for refunds appropriate to the revised costs of service tendered for filing 
as hereby required. 

(D) A hearing shall be held in this proceeding to commence on a date to be 


fixed by notice of the Secretary or order of the Commission, concerning the 
following issues: 


1. The level of the demand and commodity components of the rate in Rate 
Schedules CDS-1, CDS-2, CDS-PR-1, and CDS-PR-2, and the rate levels in 


*The Manufacturere Light and Heat Company, Docket No. G-20510 (orders issued 
March 30 and June 19, 1961, 25 FPC, 595, 1174) : Home Gas Company, Docket No. G— 
20511 (order issued April 11, 1961, 25 FPC 718) ; The Ohio Fuel Gas Company, Docket 
Nos. G-16818 et al. (order issued July 28, 1961, 26 FPC 213) ; and Kentucky Gas Trana- 
mission Corporation, Docket No. G—20271 (order issued December 7, 1961, supra p. 795). 
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Rate Schedules AOS-1, AOS-2, IS-1 and IS-2, included in Seaboard’s FPC Gas 
Tariff, Seventh Revised Volume No. 1 (i) for the period beginning April 5, 1960 
through March 31, 1961 and (ii) to be effective on and after April 1, 1961 until 
superseded. 

2. The manner in which Atlantic Seaboard shall reduce rates and make 
refunds to reflect rate reductions and refunds from suppliers and to meet the 
requirements of Paragraph C above. 

3. The continued inclusion in the Heat Content Adjustment provision of said 
Rate Schedules CDS-1, CDS-2, CDS-PR-1 and CDS-PR-2 of the clause: 


Demand Charge 


“The Demand Charge shall be increased or decreased in proportion to the 
amount by which the average total heating value of the gas delivered in the 
month in which the Billing Demand was established is greater or less than 
1000 Btu per cubic foot. 


(E) Atlantic Seaboard shall, over the signature of a responsible officer, file 
with the Commission, within 30 days from the date of issuance of this order, 
in writing and under oath, an original and one copy of its acceptance or rejection 
of the terms and conditions of this order. 

(F) This order is without prejudice to any findings or orders which have been 
or may be made hereafter by the Commission, and is without prejudice to claims 
or contentions which may be made by the Commission, Atlantic Seaboard, the 
Commission staff, or any affected party herein, in any proceedings now pending 
or hereafter instituted by or against Atlantic Seaboard or any other companies, 
persons, or parties affected by this order. 
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APPENDIx A 


Development of stipulated cost of service for twelve months ended March $1, 
1960 (based on staff studies and adjustments agreed to at settlement 
conferences) and comparison of such cost of service with revenues at filed 
rates effective April 5, 1960 


Including Boldman Compressor 

Station 
Line | Adjust- 
No. | ment 


Total Demand |Commodity 


Total Cost of Service Per Staff Studies (See Ap- 
pendix A, Sheet 2 of 3, Line 5 herein) 

Agreed-To Adjustments to Staff Cost of Service to 
Determine Basis for Rates Effective April 5, 1960 
to April 1, 1961: 

Reduce Consolidated Federal Income Tax 
Savings from 8.35%[to 7.5% 
——— Purchased Gas Costs Resulting from 
Loss of § Supply from Hope Natural Gas Co. to 
be Replaced by Purchases from United Fuel 
Gas Company 116, 003 


CONQn em Oh 


Net Adjustments 
Adjusted Cost of Service to be Used as Basis for = 
Rates Effective April 5, 1960 to April 1, 1961 82, 174, 978 
Revenue at Filed Rates Effective April 5, 1960 83, 100, 800 


Annual Excess Revenue Under Filed Rates 925, 822 


Agreed-To Additional Adjustments to Cost of Serv- 
—— Determine Basis for Rates Effective April 1, 
1961: 

Increased Purchased Gas Costs From: 
(a) Transcontinental Gas Pipe Line Corp. 
Effective April 17, 1961 in FPC 
Docket No. RP-61-13 240, 438 \ 15, 932 
(b) Columbian Fuel Corp. Effective May 
23, 1961 in FPC Docket No. RI-61-288. 23, 132 | 23, 132 


 sciaialalediiaanadl daa tapinctecancieas aedisceatoaesoat 
Total Additional Adjustments 263,570 | 224, 506 39, 064 
Adj. Cost of Serv. to be Used as Basis for Rates Eff. 


April 1, 1961 82, 438, 548 | 27, 133, 488 55, 305, 060 
Revenue at Filed Rates Effective April 5, 1960. 83, 100, 800 | | 








Annual Excess Revenue Under Filed Rates 








Cost of Service Twelve Months Ended March 31, 1960 
Including Boldman Compressor Station* 


As adjusted 
Particulars 


Demand Commodity 


Cost of Service: 
Cost of Gas Supply $67, 241, 876 $20, 128, 025 $47, 113, 851 
Cost of Underground Storage oe 506, 043 253, 022 253, 021 
Cost of Transmission 14, 259, 193 6, 502, 004 7, 757, 189 


TE PONE OE ink cnccundevecednsscnesanase 82, 007, 112 26, 883, 051 55, 124, 061 


1 All operations are subject to Jurisdictional Business, 
NOTEs: 

Cost of Service amounts shown in Column (1) were taken from Staff Study I, Schedule No. 1, Line 23 
which was distributed by the Staff on May 18, 1961. 


Classification of Cost of Service to Demand and Commodity is from additional data supplied by the 
Staff on June 5, 1961. 
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Rate base for twelve months ended March 31, 1960 (based on staff studies with 
adjustments to reflect settlement agreement) 





Total Company Including Boldman Com- 
pressor Station 


Total Company Applicable to— 








Line | Description Total slice cacasaiietsd elastase 
No, | Company 
| Other Gas| Under- | Trans- 
Supply ground mission 
Storage 
| 
(1) (2 (3) j (4) 
"rh Rsidaeies aekdodiies teat e, eee —-— itil eit essai 
1 | Total Rate Base (From Staff Study I, Schedule 
2 No. 2, Line 20, Which was Distrubuted by the 
3 RE CURD RUN tks BD ss cccocnicetis cone Sincprrnreirante $72, 194, 867 $2,268 | $3,072,849 | $69, 119, 750 
4} Adjustments to Staff Rate Base to Reflect 
5 Settlement Agreement: 
6 | Consolidated Tax Savings from 8.35% to 7.6%.- (26, 680) (20) 8 | a 
7 Revised Total Rate Base................- 72, 168, 187 2, 248 3, 046, 189 } 69, 119, 750 





APPENDIX B 


Staff cost of service for twelve months ended March $1, 1960 adjusted, to be 
used as basis for rates effective April 5, 1960 showing the effect of including 
and also excluding Boldman Compressor Station (includes rate of return 
at 6.39% and consolidated tax savings of 7.5%) 



































Line Total Demand |Commodity 
No. 
(1) (2) (3) 
1 | Cost of Service Including Boldman Compressor 
2 Station, as taken from Appendix A, Sheet 1, Line 12...... $82, 174,978 |$26, 908, 982 |$55, 265, 996 
3 | Boldman Compressor Station Adjustment: 
4 Operating Expenses: 
5 Other Gas Supply Expenses: 
6 Purchased Gas—from United Fuel Gas Co.¢....| * 470,689 74, 990 395, 699 
7 Gas Withdrawn from Underground Storage °___. ® (936) (1, 092) | 156 
8 Gas Delivered to Underground Storage ¢........ = 1,080 1, 261 (181) 
9 Gas Used in Utility Operations...............-. IVR Fie biscicascsaen | 173, 175 
10 Total Other Gas Supply Expenses... ‘ 644, 008 75, 159 568, 849 
ll Transmission Expenses...................... -| > (366, 367) (50, 680) (315, 687) 
12 Total Operating Expenses.....................-.-... 277,641 | 24, 479° fa 253, 162. 
13 | pe ee --.-| > (82,014) (41, 007) | (41, 007) 
14 Taxes—Federal Income. -| » (81,001) (40, 500) (40, 501) 
15 CU I ann ect nencsintiinipentateineneni faba b (9, 382) (4, 691) (4, 691) 
16 Taxes—Other than Income Taxes. -._......... -| » (35,477) (17, 738) | (17, 739) 
17 a ee es ---| > (175, 165) (87, 583) (87, 582) 
18 OES OP SANE OE UN NNN a cicctemisnuncdcnsudacesnénainn >61l 306 305 
19 Total Boldman Adjustment-...................-..-.-. (104, 787) (166, 734) | 61, 94 
20 | Cost of Service excluding Boldman Costs a ae = ie 
Oe Sa ee 82,070,191 | 26, 742,248 | 55,327,943 
i 








8 :. seeent purchased gas costs due to proposed cancellation of ASC Rate Schedule X-11 and UFG Rate 
chedule X-7. 

> Cost of Service of Boldman Compressor Station included in ASC Appendix A, Sheet 1, Line 12. These 
amounts are circled hereon to show the effect on ASC of the proposed transfer of such costs to UFG. 

¢ Computed at filed rates effective April 5. 1960 and is subtect to adjustment upon final rate determination, 





APPLICATION OF PRODUCERS OF NATURAL GAS FOR CERTIFICATE OF 
CONVENIENCE AND NECESSITY DISPOSED OF DURING THE 
TO DECEMBER 31, 1961; SERVICE BEGINNING SUBSEQUENT 


PUBLIC 
PERIOD JULY 1, 1961, 
TO JUNE 7, 1954 





PRODUCER,# DOCKET NO. AND 
PURCHASER# 


Mark H. Adams: 
CI61-513 Panhandle Eastern 
Pipe Line Co 
Adams Production Co.: 
G-18966 ‘Tennessee Gas Trans- 
mission Co. 
John Allen Co., Inc.: 
CI61-824 Kentucky West Vir- 
ginia Gas Co. 
Thomas E. Allen: 
CI61-911 Equitable Gas Co--. 
Thomas E. Allen, et al.: 
CI61-910 Equitable Gas Co-_- 
Amerada Petroleum Corp.: 
G-18347 Coastal Transmission 
Corp. 


G-20200 Cn il Transmission 


orp. 
CI61-798 Pi iteau Natural Gas 
Co 


American Petrofina Co. of Texas: 
G-16991 United Fuel Gas Co. 
et al. 
Anschutz Drilling Co., Ine., 
Oper.: 
CI61-585 Kansas-Nebraska 
Natural Gas Co., 
Ine. 
Apache Oil Corp.: 
CI61-250 C _ Service Gas 
Appalachian Li aa and Develop- | 
ment Co 
CI61-687 Equitable Gas Co. 
Arizona Exploration, Inc.: 
CI61-211 El] Paso Natural Gas 
Co. 
Ashland Oil &Refining Co.: 
CI61-749 United Fuel Gas Co. 
Aspe n Drilling Co., et al.: 
CI61-204 El Paso Natural Gas 
Co. 
The Atlantic Refining Co.: 
G-20492 Coastal Transmission 
Corp 
Consolidated Gas 
Utilities Corp. 
CI61-1434 Transwestern Pipe- 
line Co. 
The B & A Pipe Line Co.: | 
CI61-1167 United Gas Pipe 
Line Co. 
Baker & Taylor Drilling Co., 
Oper., et al.: 
CI61-642 Panhandle Eastern 
Pipe Line Co. 
Louis Baker, et al.: | 
G-18175 Coastal Transmission 
Corp. 
W. E. Bakke, Oper. 
CI61-693 = Pp aso Natural Gas 
Co. 
Barker Oil & Gas Co.: 
CI61-773 Hope Natural Gas | 
Co. 
J. H. Bartley, et al.: | 
CI61-653 ~ _ aso Natural Gas 


CI61-266 


Beacon Oil &Rehning Co., 

CI61-1333 The B& A 
Line Co. 

Davisson A. Benson, Jr.: | 

CI61-1595 Equitable Gas Co-- 


et al.: 
Pipe 


FIELD 


Panom 


Olive 


Southwest District. 


Central District... 


Lake Chicot 
Port Allen 
N. W. Shi 


Undesignated 


| Freemans Creek 
District. 


Ballard Pictured 
Cliffs. 


| Undesignated 


Otero 


Fulton Beach 
East Kremlin 


Kermit 


| 


Undesignated 


Murphy District... 


Spraberry Trend 
Area. 


Henderson 


Otter District 


See footnotes at end of table, p. 971. 


DISPOSI- DIS- 
TION DATE! POSI- 
TION: 


COUNTY 


Doddridge.-.-._- 
Doddridge 


St. Martin* 


West Baton 


Rouge. 
Barber 


Tensas* 


| Morgan 


| Noble.-- 


Rio Arriba___..- 


BER ccsunn 


Garfield_._._...| 


| Winkler 


Bi a 


Ritchie 


Reagan 


| 
} Rush. 
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PRODUCER,# DOCKET NO. AND 
PURCHASER# 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


FIELD 








Harold R. Billingsley, Trustee, | 
et al.: | 
CI61-538 Tennessee Gas Trans- | 
mission Co. 
Thomas J. Blaho, Jr., et al.: 
CI61-1132 Hope Natural Gas 


Co. 
CI61-1622 Equitable Gas Co-_- 
Bonray Oil Co., Oper.: 
CI61-463 Cities Service Gas 


0. 
Bowsor Gas & Oil Co.: 
CI61-854 Hope Natural Gas 


Co. 
Braden Drilling, Inc.: 
CI61-938 Panhandle Eastern 
Pipe Line Co. 
CI61-1068 Panhandle Eastern 
Pipe Line Co. 
CI61-1069 Panhandle Eastern 
Pipe Line Co. 
CI61-1070 Panhandle Eastern 
Pipe Line Co. 
Henry C. Breck: 
CI61-980 Equitable Gas Co--- 


The British-American Oil Pro- 
ducing Co.: 
G-18445 Coastal Transmission | 
Corp. | 

CI61-607 El Paso Natural Gas | 


Co. 
A. N. Brown, Operator, et al.: 
CI61-815 El Paso Natural Gas | 


Co. 
CI61-816 — Natural Gas | 
0. | 
George R. Brown, Operator, et al.: | 
CI61-1038 Tennessee Gas 
Transmission Co 
Herman Brown, et al.: 
G-18479 Coastal Transmission 
Corp. | 
ames G. Brown & Assoc.: 
CI61-777 Tennessee Gas 
Transmission Co. 
James G. Brown & Assoc., Op- 
erator, et al.: 
CI61-778 Tennessee Gas 
Transmission Co. 
Layton Brown Drilling Co., Inc.: 
G-18674 Coastal Transmission 


orp. | 
Richard M. Brumbaugh: 
CI61-855 —_ Natural Gas 
0. 
Bobby M. Burns, Operator; 
CI61-185 Coastal Transmis- | 
sion Corp. 
C. I. West Virginia Corp.: 
CI61-577 Equitable Gas Co. 
C. 1. West Virginia Corp., et al.: 
CI61-160 “a Natural Gas | 
50 


Callery Properties, Inc.: 
G-18857 Coastal Transmission 


Corp. 
E. P. Campbell: | 
CI61-219 El Paso Natural Gas 
Co. 
A. M. Carlson: 
C161-545 “——_ Natural Gas | 


0. 
CI61-561 Equitable Gas Co-.-- 


CI61-562 Equitable Gas Co-.-- 
CI61-892 Equitable Gas Co-.._. 


Jalmat 





See footnotes at end of table, p. 971. 


Columbus 


Troy District 


Troy District .....-- 


W. Mt. Zion 


Center District....._| 


Undesignated----_-__- 
Undesignated. __-_- 
Undesignated_---_--- 


Undesignated____-_-- 


Freemans Creek 


District. 


Shuteston........... 


West Kutz Canyon-| 


North Monte 
Christo, 


ff 


Seven Sisters... ..- 


Appling North..-.---| 


Washington Dis- 
trict. 


Mud Fiats-_--.-...-- 


ee 


Freemans Creek 
District 
Court House 
District. 
Freemans Creek 
District. 
Court House 
District. 


San Juan.......-} 


Calhoun. .--..-.- 


Calhoun... ..----| 














| pIspost- pDIs- 
TION DATE] POSI- 
| | TION 1 
8 7 61 | Iss. 
12 27 61 | Iss. 
12 27 61 | Iss. 
8 7 61 | Iss. 
9 20 61 | Iss. 
12 27 61 | Iss. 
8 7 61 | Iss. 
8 7 61 | Iss. 
8 7 61 | Iss. 
8 7 61 | Iss. 
8 9 61 | Iss. 
9 20 61 | Iss. 
9 20 61 | Iss. 
9 20 61 | Iss. 
12 27 61 | Iss. 
8 9 61 | Iss. 
9 20 61 | Iss. 
9 20 61 | Iss. 
8 9 61 | Iss. 
9 20 61 | Iss. 
| 10 14 61 | Wtd. 
8 7 61 | Iss. 
9 20 61 | Iss. 
8 961 | Iss. 
12 27 61 | Iss. 
8 7 61 | Iss. 
8 * 61 | Iss. 
9 20 61 | Iss. 
| 9 20 61 | Iss. 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER,# DOCKET NO. AND 
PURCHASER# 


A. T. Carr, et al.: 

CI61-901 
Co. 

A. T. Carr, Operator, et al.: 


CI61-546 Hope Natural Gas | 


0. 
Carter-Jones Drilling Co 
Operator: 
G-13052 Texas Eastern Trans- 
mission Corp. 
G-14641 Tenn. Gas Trans- 
mission Co. 
Central Gas Co., et al.: 


CI61-682 Hope Natural Cosy 


Champlin Oil . Refining Co.: 
CI61-215 Mountain Fuel Sup- 


ply Co. 
CI61-1002 Cities Service Gas 
CI61-1141 Cites Service Gas 
Co. 
D. O. Chenoweth Gas Co.: 


CI61-492 — Natural Gas | 


0. 
Chesapeake Land and Develop- 
ment Co.: 
CI61-1304 —— Natural Gas 
0. 
L. S. Chism, Oper., et al.: 
CI60-220 Wunderlich Devel- 
opment Co. 
Cities Service Co.: 
CI61-1131 Texas Eastern 
Transmission 
Corp. 
Cities Service Petroleum Co.: 
CI60-1490 Cities Service Gas 


Co. | 
CI61-1123 Colorado Interstate 


Gas Co. 


CI61-1047 Phillips Petroleum 


Co. | 
Clark Fuel Producing Co.,Oper., | 


et al.: 
G-19052 Coastal Transmission 
Corp. 
Cleary Petroleum, Inc.- 
CI61-926 — Service Gas 


0. 
Leo Clymore, et al.: 
CI61-797 Tennessee 
Transmission Co. 
Henry Cohen: 


CI61-1130 —— Natural Gas | 


Marvin J. Coles, et al.: 


CI61-1443 Lone Star Gas Co_. 


Coline Oil Corp.: 
CI61-233 Northern Natural 
Gas Co. 
Colorado Oil & Gas Corp.: 
CI61-1437 Colorado Interstate 
Gas Co 
Columbian Fuel Corp.: 
CI61-671 Panhandle 
Pipe Line Co. 
Compass Exploration, Inc.: 
CI61-564 — Natural Gas 
0. 


Carrie Conley: 


CI61-466 “—— Natural Gas 
0 


Continental Oil Co.: 
G-20242 


CI61-1354 


orp. 
Cities Service Gas | 


Hope Natural Gas 


+» Inc., | 


| Undesignated - 





Gas 


Eastern | 


| 
—- ransmission 


FIELD 


Freemans Creek 
District. 


Freemans Creek 
District. 


Woodlawn Dene 


 viiinttnonctid, eae 


Freemans Creek 
District. 

Alkali Creek Area..| Wyo-.-.--- 

Undesignated_- 

Okla--_-. 


Washington Dis- 
trict. 


Freemans Creek 
District. 


S. E. Autwine 





Santa Rosa........-.-| 


Undesignated 


Greenwood 


Stiles Area 


Cortez. 


| Undesignated - ---- 


E. Plymouth 

Freemans Creek W. Va... 
District. 

Belmont 


John Creek - - 


Okla. 


of in 
| 

Patrick Draw Area_| 

| 


EE iencecnss 
Undesignated 
Washington 
District. 
Thompson Bluff. --- 


South Sterling Area_| Okla 


See footnotes at end of sabe, p. 971. 


We Vikwxal 


Wa Vives. 





Ts coien 





} DISPOSI- 
TION DATE 


Harrison® - -_--- 


Hidalgo 


Lewis-- 


Sweetwater 
| Woodward... .- 


| Woodward.. 


Calhoun. --.---- 


} 
Lewis. 


S Etneaand 


Kenedy-. 


Finney 


.| Wharton 


Reagan... -..-...} 


oil Wn eahssieane 


Beaver 


San Patricio 


Lewis__._- 


Stephens 


Hutchinson 


Sweet water 
| Grant._-- 
| 


| La Plata 


Calhoun. --..... 


Jefferson Davis_| 


Comanche. - - -- 





954 


PRODUCER LIST 


NEW SERVICE CERTIFICATES 


PRODUCER,# DOCKET NO. 
PURCHASER# 


AND 


W. J. Coppinger, Oper., et al.: 
CI61-725 


CI61-726 Pl ate au Natural Gas 
Cec 


Dale Cottrill, Agent: 
CI61-124 Equitable Gas Co. 


Claude C. Cottrille: 
CI61-690 Equitable Gas Co-_- 


D. F. Cox: 
CI61-611 Hope 
Co. 

Edwin L. Cox: 
G-17648 

Co. of America. 

Panhandle 
Pipe Line Co. 

Crescent Oil & Gas Co.: 
CI61-592 Cities Service 

Co. 

Crest Petroleum, Inc., Oper.: 
CI60-253 Wunderlich Devel- 

opment Co. 

M. W. Crockett, et al.: 

G-18522 Coastal Transmission 
Corp. 

J. 8. Cullinan IT, Oper., et al.: 

CI61-802 Tennessee 
Transmission Co. 

W. C. Curry, Oper.: 

CI61-32 


CI61-230 


Gas 


mission Corp. 
Dal-Rock Production Co,: 
CI60-273 Wunderlich 
opment Co. 
Virgil E. Daugherty: 
CI61-1323 
F. E. Davis: 
CI60-562 Banquete Gas Co. 
Inc. 
Waymon L. Davis et al.: 
CI61-1315 United Gas 
Line Co. 


Devel- 


J. F. Deem: 
CI62-195 Hope Natural Gas 
Co, 


Delaware Gas Co., 
CI61-1000 
Delfern Oil Co.: 
CI61-1259 TranswesternPipe- 
line Co, 
Delhi-Taylor Oil Corp.: 
G-19464 Coastal 
sion Corp. 
Derrick Oil Co.: 
CI61-252 


Agent: 


Co, 
et al.: 
Coastal 

sion Corp. 
C. C. Dodd: 


Diversa Inc., 
G-20458 


Equitable Gas Co-.| 


| 
| 


Natural Gas 


Natural Gas Pipeline 


Eastern | 


Gas | 
Texas Eastern Trans- | 
East Autwine 


South Penn Oil Co...| 


Pipe | 


| 
| 
| 
| 


Transmis- | 
Cities Service Gas 


Transmis- | 


CI61-458 Hope Natural Gas | 


Co, 
Sam Y. Dorfman, Jr., et al.: 
CI61-1445 El Paso Natural 
Gas Co. 
Drilling and Exploration Co,, 
Inec., Operator: 
CI61-686 Cities Service 
10. 
East White Point Gathering Co.: 
G-20355 Ben Bolt Gathering 


G-16499 El Paso Natural Gas | 
Co. 


| Gallup 


P -_ au Natural Gas | | Basil 


: | South Clara Dris- 


| Murphy District... 


Gas | 


| 
FIELD 


| Kans..._-- 


| Basil | Kans..._.-| 


| West Union Inde- 
pendent District. | 


WW. Veeco) 


| West Union | W. Va 
District. | 


Murphy District.....| W. Va- 


Camrick i 


Undesignated Okla. _-- 


West Palmer... __-| Kans....-.| 
S. W. Winfield. ....-| 
Yzaguirre 


El Campo West-....| " 


Spider Field Area_-- 


Spencer | W. Va....| 


Wellesiinne 
coll Area, 


Waskom 


Dekalb District 





Waha 


f | Rec achiciceceeinaial 


| 
| 

UE cunce! 

| 

Washington Dis- We WOSccnl 
trict. | 


| 
| N. Mex..-| 


West Medicine 
Lodge. 


| Midway 
Co | 

El? Paso Natural Gas Products | 
Co | 


1 


No, Tubbs Strawn_-} 
1 


See footnotes at end of table, p. 971. 


| Kingman 


| Ritchie. ._-- 


oat De WK 


gL ae 


Teh cssuee | 


DISPOSI- 
TION DATE 


DIS- 
POSI- 
TION 


COUNTY 


| Wtd. 


Kingman | Wtd. 


Doddridge- - --- | Iss, 


Doddridge_-- -- 


9 


een scicccsiivintinamean 8 761 


Twee. ..... 


Barber 


| Cowley 
| Starr 


| Wharton. 


Roane 


NOONE. icsc a | 9 


Panola. ..... eee, ae 


9 20 
8 9 


Logan 





Aransas......... | 8 


| 


Calhoun........| 8 


Rio Arriba*.....| 12 27 61 


Noland 





PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER,# DOCKET NO. AND 
PURCHASER# 


Engeo Gathering Co.: 


G-20356 Ben Bolt Gathering 


Co, 
E. L. Erickson: 
CI61-641 
Gas Co. 
Exeter Oil Co., Ltd., Agent: 
G-19064 Coastal Transmis- 
sion Corp. 
Faleon Seaboard 
Operator, et al.: 
CI61-1056 Panhandle Eastern 
Pipe Line Co. 
Felmont Oil Corp.: 
CI61-799 The Sylvania Corp... 
Hershal C. Ferguson: 
C1I61-232 Arkansas Louisiana 
Gas Co. 
Willard E. Ferrell: 
CI60-334 
CI61-1353 
Richard M. Finder: 
CI61-1808 Valley Gas Trans- 
mission, Inc. 
Floyd Oil Co., Operator, et al.: 
CI61-1256 


Ralph T. Folwell, et al.: 
CI61-1260 

William I. Forbes, Jr., et al.: 
CI61-1277 Hope Natural Gas 

Co. 

L. C. Foreman, et al.: 

CI61-529 Hope Natural 
Co. 

Leonard Fowler, et al.: 
CI61-679 Hope 
Co. 

Froelich, Jr., 


Gas 


William J, 
et al.: 
CI61-734 Plateau Natural Gas 
Co 
Gregory J. Gallagher: 
G-19308 Coastal Transmission 
Corp. 
Coastal Transmission 
Corp. 
General American 
Texas, Oper.: 
CI61-479 Plateau Natural Gas 
Co. 
Getty Oil Co., Oper., et al.: 


G-20385 


Oil Co. of 


Arkansas Louisiana 


Drilling Co. | 


FIELD 


DISPOSI- 
TION DATE 





| Peters 


Rockton 


| Calhoun 


Equitable Gas Co-_-} 


Equitable Gas Co_-| Union District 


Trunkline Gas Co. -| 


Equitable Gas Co-- 


Washington Dis- 


Natural Gas | 


Oper., 


G-18378 Coastal Transmission 


Corp. 
Graridge Corp., et al.: 
G-19245 Transcontinental Gas 
Pipe Line Corp. 
Graridge Corp., Oper., et al. 
CI61-519 Tennessee Gas 
Transmission Co. 
Great 
et al.: 
G-18396 Coastal Transmission 
Corp. 
Helen Hunter Gross, et al.: 
CI61-29 United Carbon Co., 
Ine. 
Gulf Oil Corp.: 
G-6842 
G-18439 Coastal Transmission 
Corp. 
Central Gas Gather- 
ing Corp. 
CI61-480 Phillips Petroleum 
Co. 
CI61-574 Kansas-Nebraska 
Natural Gas Co., 
Ine. 


G-19332 


Expectations Oil Corp., | 


Union District 


Francitas........... Si ieaes 
West Nona Hills cia 

Area. | 
West Union Corp...| W 


Dekalb District 


. Va. 


trict. 


Center District . Va 


 cctrscconwe 


Palacios..........-.- Tex.. 


Undesignated 
Half Moon Reef 
Greta 


Stratton Agua 
Duelce. 


| Appling 


Cities Service Gas Co-__| 


East Panhandle... -- 
Unknown 

East Mustang 

West Marlow Pool-- 
Fradean 


White 


See footnotes at end of table, p. 971. 


. Va...-| 


| 
— 


| San Patricio_.__.. 


Claiborne 


Seward 


Clearfield 


| 
| Ouachita 


Hardin... .- 


Doddridge-.-.....| 12 27 


Gilmer 


| Calhoun 


Calhoun 


Kingman. 


Matagorda__- 


Matagorda__-.- 


_.| Harper...... 


| Arkansas_...-.-..- 


Calhoun. - 8 


Collingsworth... 


Stephens..-.-.-.... 


Cs ai nunonin 


Logan 








956 












PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 











PURCHASER# 





PRODUCER,# DOCKET NO. AND 


FIELD | STATE | COUNTY 
| 








Frederick C. 
Hamilton: 
CI61-265 Panhandle 




















Hamilton: 
CI61-946 Panhandle 











Don W. Hardman: 
CI61-1114 

















Harper Oil Co.: 















20. 
Hartman, et al.: 









































Corp. 
Geraldine F. Hayhurst: 


























Gas Co. 
Helis P etroleum Corp., 
eta 




















CI6l 
A. G, Hill: 












Hill & Meeker, et al.: 














D. J. Houchins: 














CI61-72 













































ica. 








CI61-506 














Corp. 
































and Ferris 


Pipe Line Co. 
J. F. Hamilton and Elizabeth 
Pipe Line Co. 
Hope Natural Gas 

20. 
Don W. Hardman, et al.: 
CI61-578 Hope Natural Gas 
Co. 

CI61-358 — Natural Gas 


Harris & Spurgeon Gas Co.: 
CI61-1516 Hope Natural Gas 
Cc 


Co. 
H. L. Hawkins & H. L, Hawkins, 
Jr., Oper.: 
G-18077 


Coastal Transmission 


CI61-774 Equitable Gas Co-__- 
CI61-1022 Equitable Gas Co_- 
Hays & Co., Inc., Agent: 
G-18856 Equitable Gas Co-__-- 
CI61-1471 South Penn Oil Co- 
Cecil F. Heidelberg, Jr.: 
CI61-261 Arkansas Louisiana 


G-18379 — Transmission 
Hidalgo Gas Production Corp.: 
-760 El Paso Natural Gas 
CI61-1627 Equitable Gas Co_. 
CI61-541 El Paso Nat. Gas Co. 


CI61-1468 Equitable Gas Co-- 
Humble Oil & Refining Co.: 
3 Natural Gas Pipe- 
line Co, of Amer- 


ica. 
CI61-1097 Arkansas Louisiana 


line Co. of Amer- | | 
Hyco Oil Co., Oper., et al.: } 


Texas Eastern | 
Transmission | | 


See footnotes at end of table, p. 971. 


F. | 
Eastern | North Hansford a Hansford-__._...- 
Tonkawa. | 
Eastern | Panoma.............| Kans.....- Stevens a 
Troy District __...-- W. Va....| Gilmer.........- 







Spruce Creek 


Undesignated 


Troy District. ....- 








Brazoria 


Lochridge 


Clay District_......- W. Va._._| Ritchie. 
Clay District_......- W. Va....| Ritchie 
| 
Union District. _..- | W. Va_...| Ritchie.........- 
Smithfield District..} W. Va....| Roame.........- 
eee Dicininces Ouachita_____.-- 
Oper., 
Pett Alen: ...<<«<.. | Ia.......- West Baton 


Rouge. 


San Juan Basin San Juan. ..-. 4 






Collins Settlement | W. Va-_...| Lewis_......_.-- 
District. 

Pecos Valley Devo- | Tex.-.-..-- | Pet ccesiine 
nian. 

West Union Dis- W. Va....| Doddridge. - ---- 
trict. 

Northwest Dower...| Okla....--. Beaver... 





Haynesville.........} La.......- Claiborne - __- 
Gas Co, 
CI61-1254 Texas Eastern | N. W. Berclair*..__. | Tex Goliad* 
Transmission | | 
Corp. | 
— Oil & Kefining Co., | | 
per.: | | 
CI61-1050 Natural Gas Pipe- | 8. E. Camrick Area_| Okla--_- Beaver.__. 


Beans Ferry - Miss_... 








Inco 3, Inc.: 
CI61-927 Equitable Gas Co...| Centerville District Ww. = I iss deka 
CI61-999 Equitable Gas Co West Union Dis- Va. ...| Doddridge ---..- 


| trict. | | 


E. C, 
CI61-1004 Equitable Gas Co..| Union District......| W. Va....| Ritchie_.......-.| 
Harway Producers, Inc.: 
CI61-1017 Arkansas Louisiana} Calhoun-_-_-...--.- a Ouachita_....... 
Gas Co. 
Glenn L. Haught: 
CI61-1121 Hope Natural Gas | Murphy District....;| W. Va_...| Ritchie_........- 








Itawamba....._- 


DISPOSsI- | 
TION DATE} 


© 


20 


9 20 


12 


12 
12 


12 


27 


27 
27 


61 | 


61 


61 | 


61 


61 
61 


61 


61 
61 
61 


61 
61 


7 61 


9 


20 


27 


61 


61 


61 


61 


61 
61 





DIS- 
PosI- 
| TION! 





Iss. 





Iss. 
Iss. 





PRODUCER LIST 


NEW SHRVICE CERTIFICATES—Continued 


PRODUCER,# DOCKET NO. AND 
PURCHASER# 


Investors Syndicate of the South- 
west, Inc.: 
G-18590 Coastal Transmission 
Corp. 
Irwin & Bess: 
G-19297 Coastal Transmission 
Corp. 
George Jackson: 
CI61-149 Equitable Gas Co__- 


J. B. Jackson: 
CI161-582 Equitable Gas Co-_-_- 
Charles L. Jenkins: 
CI61-933 Arkansas Louisiana 
Gas Co. 
ew & Mining Co., Oper., 
et al.: 
C1I61-796 Kansas-Nebraska 
Natural Gas Co., 
Inc. 
Kanlin Oil & Gas Co.: 
C161-268 Hope Natural Gas 
Co. 


CI61-972 Hope Natural Gas | 


Co. 
Kay Kimbell Oil Properties, 


Oper.: 
CI61-1286 El Paso Natural 
Gas Co. 
Kay Kimbell Oil Properties, 
Oper., et al.: 
CI61-1049 El Paso Natural 
Gas Co. 
Kincaid Oil & Gas Co.: 
C161-1504 Hope Natural Gas 
Gas Co. 
Richard King, Jr.: 
G-18987 Coastal Transmission 
Corp. 
Kingwood Oil Co.: 
CI61-1297 Transwestern Pipe- 
line Co. 
Stephen H. Kinney: 
CI61-866 El Paso Natural Gas 


0. 
R. L. Kirkwood, Oper., et al.: 
CI61-131 United Gas 
Line Co. 
Koch Oil Corp., Inc.: 
CI61-696 Plateau Natural Gas 
Co. 


Krebs Co.: 
CI61-1142 South Penn Oil Co 
Lab Oil Co.: 
G-20589 Orange Grove Gath- 
ering Co. 
Lacima Corp., et al.: 
CI60-561 United Carbon Co., 


ne, 
La Gloria Oil & Gas Co.: 
C161-635 United Gas Pipe 
Line Co. 
P. G. Lake, Inc., Oper., et al.: 
CI61-1033 United Gas Pipe 


Line Co. 
Cecil G. Lalicker: 
CI61-744 Cities Service Gas 


0. 
La Plata Gathering System, Inc.: 
CI61-812 El] Paso Natural Gas 


Co. 
Laurel Fork Oil & Gas Co.: 
CI61-840 Equitable Gas Co... 
David W. Law, et al.: 
CI61-457 Hope Natural Gas 


Co. 
CI61-860 Equitable Gas Co-..- 


Pipe | 





North Monte 
Christo. 


Napoleonville 


Skinn Creek Dis- 
trict. 


Buffalo District 
Undesignated 


Cotton Valley.......| Colo. --.- 


Washington Dis- 
trict. 

Washington Dis- 
trict 


Basin Pool Area 


Undesignated 
Murphy District_.__| 
| 


San Eduardo-.._.. 


} 
Mocane Area.....-_--| 


Big Sandy District. 
Wade City 


Undesignated_ 
South El Toro....-- 
Mt. Selman 
Guyman-Hugoton-. 
Undesignated* 


N. Mex... 


Murphy District....| W. Va... 
Creek | W. Va.... 
District. | 


Hackers Creek Dis- | W. Va__-. 
trict. 


Freemans 





See footnotes at end of table, p. 971. 


W. Va...- 
| W. Va..-.| 


| N. Mex-.-| 





.-| Ritchie 


Jim Hogg*--...-- 


! 
San Juan 





| 
' 


COUNTY 


Hidalgo__.- 


Calhoun 


Calhoun. --._..- 
Rio Arriba 


Rio Arriba_-_-_-..- | 


Beaver- 


Refugio. -.......} 
| 


Kanawha 


Jim Wells 


Collingsworth*.. 


Jackson 





DISPOSI- 
TION DATE 


7 61 | 


61 | 


61 


Tee 


9 20 61 


12 22 61 


8 7 61 
8 8 61 


11 21 61 


9 20 61 


12 27 61 


9 20 61 


9 20 61 


9 20 61 | 


61 


Ti 











PRODUCER,# DOCKET NO. AND 
PURCHASER# 


Jack London, Jr.: 
CI61-1718 El Paso 
Gas Co. 
McCurdy & McCurdy: 
G-18434 Coastal Transmission 


Natural | 


Corp. 
J. Ray McDermott & Co., Inc., 
Oper., et al.: 


G-18212 Coastal Transmission 
Corp. 
Alfred D. McKelvy: 


CI61-1018 Cities Service Gas 
50. 
Alfred D. McKelvy, Oper.: 
CI61-806 Kansas-Nebraska 
Natural Gas Co., 


Inc. 
B. Reagan McLemore, et al.: 
CI61-948 United Gas Pipe 
Line Co. 
C. L. McMahon, Inc.: | 
CI61-583 Wunderlich Devel- | 
opment Co. | 
McWood Corp., Oper.: 
CI61-259 Tennessee Gas 
Transmission Co. 
Malcom R. Macurdy, et al.: 
CI61-739 Transwestern Pipe- | 
line Co. | 
Glen A. Martin, Oper., et al.: 
CI61-142 Texas Eastern 
Transmission 
Corp. 
Mapfio Oil Co., Oper.: 
CI61-270 Natural Gas Pipe- 
line Co. of America. 
CI61-983 Northern Natural 
Gas Co. 
Cecil Meadows, et al.: 
CI61-240 Hope Natural Gas 


0. 
CI61-772 a Natural Gas 
20 


J. F. Merrick, Oper., et al.: 
CI61-1634 Tennessee Gas 
Transmission Co. 
George B. Mertz: 
CI61-1588 Equitable Gas Co-- 


Mid-Penn Oil & Gas Co.: 
CI61-843 Hope Natural Gas 
Co. 
Monsanto Chemical Co.: 





CI61-27 Texas Gas _ Trans- 
mission Corp. 
CI61-1077 United Gas Pipe | 
Line Co. 
P. D. Morris, Oper., et al.: 
CI61-612 Wunderlich Devel- | 


opment Co. 
Winnie Fae Morris, et al.: 
CI61-850 Hope Natural Gas 


0. 
CI61-1276 Hope Natural Gas 

Co. 

George W. Moses: 

CI61-822 Equitable Gas Co... 
W. H. Mossor: | 
G-17033 Equitable Gas Co-_. 

CI61-570 Equitable Gas Co__. 


W. H. Mossor, et al.: 
CI61-889 Equitable Gas Co 
CI61-1342 Equitable Gas Co_. 


Mull Drilling Co., Inc.: 
CI6i-864 Plateau Natural Gas | 
Co. 
Plateau 
Gas Co. 


CI61-1330 Natural | 


| Sharyland 


| Undesignated 


See footnotes at end of table, p. 971. 


PRODUCER 


NEW SERVICE CERTIFICATES—Continued 


FIELD 


Basin Dakota__--_-- | 


Hugoton 


Hugoton 


Willow Springs 


Laguna Madre....--| 


Worsham 


NG eiaiciictcciiniiicel 


Troy District 


Tomball 
Court House Dis- 
trict. | 


Court House Dis- 
trict. 


PRRPG A acsanenies 


Undesignated 


Murphy District_.__| 


Murphy District...-| 


Central] District | 


West Union = — 
District. 


Murphy District___- 

Freemans Creek 
District. 

| 

McGuire-Goemann | 





Undesignated 


LIST 


STATE } COUNT 


| 
} 


N. Mex.-..| San Juan 
| 








_ ee 

WUE ccsane Hidalgo_-........ 
ee |, Sa 
a > en 
MR iincean Louisiana 
Okia...... as 

We censan Kenedy 

RS caane iets aici 
PIS cccotnians i Gkiaseiens onal 
Okla...... WR iicsitaticniersisins 
CO ietan Beaver 

Wee Pceiay i acdiucn 
W. Va....| Gilmer 
easiest BD intinnasinrins 
i a | ee 
Oe 6! ioc cacti cenit | 
cdi Ouachita.......- 
a Cherokee 
a a 

W. Va_...| Ritchie... 

W. Va Ritchie... 

W. Va....| Doddridge 

W. Va_...| Ritchie 

W. Va....| Doddridge 

W. Va_...| Ritchie_- 

W. Va | Lewis. 
Kans......| Barber__-- 
Kans......| Kingman. 


Y 


Nueces.........- 


DISPOSI- | 
TION DATE 


9: 


9 20 


bt 
~ 


61 


61 


61 


61 


20 


61 


20 61 


5 61 
7 61 


61 
61 | 


61 


23 61 


61 | 


} 
| 


61 | 















DIS- 
POSI- 
TION ! 





Iss. 


PRODUCER LIST 


NEW SERVICE CERTIFICATES 


PRODUCER,# DOCKET NO. AND 
PURCHASER# 


FIELD 


959 


Continued 


DISPOSI- 
TION DATE 





Mull Drilling Co., Inc., Oper., 

et al.: 

CI61-877 Plateau Natural Gas 
Co. 

J. A. Mull, Jr., Oper., et al.: 
CI61-509 Cities Service 
Co. 

Cities Service Gas 
Co. 

T. L. Mullen Co.: 

CI61-941 Equitable Gas Co-.- 

National Producers Inc. 
CI61-1067 Hope Natural Gas 

Co. 

V. F. Neuhaus: 

G-18861 Coastal Transmission 
Corp. 

John A. Newman, Oper., et al.: 
G-18481 Coastal Transmission 
Corp. 

Ray Nixon, et al.: 

CI61-362 Hope Natural Gas 
Co. 

James A. Noe, Jr.: 

CI61-532 Arkansas-Louisiana 
Gas Co. 

North Central Oil Corp., Oper.: 
CI61-1605 Trunkline Gas Co 

Odessa Natural Gasoline Co.: 
CI61-109 Phillips Petroleum 

Co 


The Ohio Oil Co.: 
G-17896 Coastal Transmission 


Corp. 
The Ohio Oil Co., Oper.: 
CI60-719 Panhandle Eastern 
Pipe Line Co. 
The Ohio Oil Co., Oper., et al.: 
CI61-572 United Gas Pipe Line 
Co 


CI61-1322 


The Ohio Oil Co., Oper., et al.: 
CI61-753 United Gas Pipe 
Line Co. 
Oil Reserves Corp., Oper.: 
CI61-241 Trunkline Gas Co-. 


Olsen Oils Inc.: 
CI60-740 E] Paso Natural Gas 
Co 


CI61-216 E] Paso Natural Gas 


Co. 
A. O. Olson: 
CI61-900 Cities Service Gas 
Co. 
P. & J. Development Co., Inc. 
CI61-1192 Hope Natural Gas 
Co 
John W. Pace, Oper., et al. 
CI61-633 United 
Line Co. 
Pan American Petroleum Corp.: 
G-16098 Pacific Northwest 
Pipeline Corp. 
E] Paso Natural Gas 
Co. 
Panhandle Development 
Inc., Oper.: 
CI61-56 Northern 
Gas Co, 
Panhandle Eastern 
Pipe Line Co. 
Panhandle Eastern 
Pipe Line Co. 
Panhandle Development 
Inc., Oper., et al.: 
CI61-989 Kansas-Nebraska 
Natural Gas Co., 
Ine. 


Gas Pipe 


CI161-623 
Co., 
Natural 
CI61-238 
CI61-527 


Co., 


Gas | 


Spivey-Grabs. Kans.... 


Undesignated__.....| Kams_... 


Palmer West_. | Kans.... 


Mead* Districts...... W.Va 


Greenbrier District_. 
Cpe 
Lochridge 


Union District ____- 


Calhoun..-.....- 


| Sabine Pass Area 


Fradean Area 


Half Moon Reef-_..__| 


8. E. Wil 


Cotton Valley....... 
Cotton Valley 
Little Rock Creek 
Area. 
Justis-Blinebry* 


Justis-Blinebry* . - 
West Palmer-. 
Center District 
North Laward 


Otero Graneros N. Mex 


Devils Fork Gallup.| N. Mex 
Harper Ranch 
Hugoton... 


Light N.E.. 


East Camrick-. 


See footnotes at end of table, p. 971. 


Harper-. 


barber 


sarber 


Upshur* 


Doddridge 


Starr. 


Brazoria - 


Ritchie 


| Ouachita 


| Jefferson 


Upton 


| 
Stafford._...._. 2 27 


Webster----_-.- 


Webster 


Hardin... 


Lea... 


Lea. ....-- 
Barber 
Gilmer.. 


Jackson 


Rio Arriba 


Rio Arriba 


Beaver-_ 





960 PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 





PRODUCER,# DOCKET NO. AND DISPOSI- 
PURCHASER# i 8 5 COUNTY TION DATE 


George Parker: | 
G-19718 Coastal Transmission | Southwest Helen é Victori 8 961 
Corp. Gohlke 

George Parker, et al.: 
CI61-1134 Northern Natural | East Camrick x Pci OES 
Gas Co. 

William T. Parks, et al.: | 
CI61-1288 South Penn Oil Co.| Murphy District__-- ; Ritchie..........| 9 20 61 
Peake Petroleum Co.: 
CI61-1166 Cities Service Gas | S. E. Sterling* kK Comanche* | 9 20 61 





Co. 
Pel-Tex Petroleum Co., Inc. Oper., 


et al.: 
ClI61-810 Tennessee Gas | Trull_...----...-.--- a Matagorda. 
Transmission Co. 
Petroleum, Inc.: 
CI61-907 Kansas-Nebraska | Undesignated { Seward.........-| 
Natural Gas Co., 
Inc. 
Leonard W. Phillips, et al.: | 
CI61-932 — Gas Pipe Line | Willow Springs P os) INOen a wecncece | 


Phillips Pet sae Co. 
G-18375 Coastal Transmission Lake Chicot ...--| St. Martin® 
Corp. 
G-19498 Coastal Transmission | East Corpus Christi Pex.......| Nueces, 
Corp. Bay. 
CI61-1237  Michigan-Wiscon- | Kathryn Acreage.... rn Sherman* 
sin Pipe Line Co. } 
Ralph D. Phillips: 
CI61-943 Kansas-Nebraska | Loam_-- Solo. . | Weld... 
Natural Gas Co., | 
Inc. 
Pioneer Production Corp.: 
C160-689 Panhandle Eastern | West Chester_._- x Woodward._._. 
Pipe Line Co, 
Pioneer Production Corp., Oper.: 
CI61-573 Northern Natural | West Waka--__- Tes ..| Ochiltree... _. 
Gas Co. 





O. E. Pitts: 
CI61-1085 Equitable Gas Co_.| Centerville District- A ==. xe 
Kenneth Powell, et al.: | 
CI61-1513 Hope Natural Gas | West Union Dis- yy. Va. | Doddridge_. 
Co. ’ trict. 
Ferrell L. Prior, et al.: 
CI61-140 Equitable Gas Co....| West Union Dis- . Va....| Doddridge-. 
trict. 
CI61-141 Equitable Gas Co...| West Union Dis- . Vi | Doddridge 
trict. 
CI61-756 Equitable Gas Co_..| West Union Dis- | W.v Doddridge- -- 12 27 
trict. 
CI61-757 Equitable Gas Co...| Court House Dis- . ae 
trict. 
CI61-859 Equitable Gas Co...| Collins Settlement 
District. 








Ferrell L. Prior, et al.: 
CI61-861 Equitable Gas Co...| West Union Dis- 
trict. 
CI61-1084 Equitable Gas Co_.| Grant District 
CI61-1086 Equitable Gas Co..| Centerville District 
Producing Properties, Inc., Oper., 


et al.: 
CI61-1093 El Paso Natural | Undesignated 
Gas Co. 


Chesley Pruet: 
CI61-640 Arkansas Louisiana | North Colquitt 
Gas Co. 
Pubco Petroleum Corp.: 
CI61-502 Kansas-Nebraska | Shield 
Natural Gas Co., 
Ine. 
The Pure Oil Co.: | | 
G-19140 Coastal Transmis- | Potvero-Lopena oJ Kenedy 8 961 
sion Corp. | 
CI60-716 P — au Natural Gas | Sharon | Kans | Barber 10 5 61 





CI60-717 W ‘underlich Devel- Ponca City cle ay |; 9 20 61 
opment Co i 





See footnotes at end of table, p. 971. 





PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER,# DOCKET NO. AND DISPOSI- DIs- 
PURCHASER# FIELD 3 TION DATE, POSI- 
TION ! 


The Pure Oil Co.—Continued 
CI61-245 Texas Gas Transmis- | Hico-Knowles Area 4 Lincoln 
sion Corp. 
CI61-1291 Phillips Petroleum | Azalea Strawn Midland 
Co. 
The Pure Oil Co., Oper., et al.: 
G-18438 Coastal Transmis- | Sharyland Te Hidago 
sion Corp. 
Homer Queen: 
C161-255 Equitable Gas Co-- Orlando - Lewis_ 
CI61-853 Hope Natural Gas | Collins Setilement Fe Lewis- 
Co. District 
C. H. Radford & Victor M. Sinn: 
CI161-620 Cities Service Gas | Undesignated_. Washington__--- 
Co. 
William M. Raymond, Operator, 
et al.: 
CI61-615 Wunderlich Devel- | Southeast Autwine 
opment Co. 
Raymond Oil Co., Inc., Operator, 
et al.: 
CI61-589 Wunderlich Devel- | S. E. Autwine 
opment Co. 
C1I61-590 Wunderlich Devel- | S. E. Autwine 
opment Co. 
Val R. Reese & Assoc., Inc., 
Operator } 
CI60-216 El Paso Natural Gas | San Juan Basin Rio Arriba 
Co. | | 
Republic Natural Gas Co. 
CI61-1398 Cities Service Gas | Sterline Area Comanche 
Co. 
B. M. Rhine & J. D. Campbell | 
CI61-959 Equitable Gas Co...| Center District hs We Gilmer 
Ridgeway & Morrison, Operator, 
et al.: | 
CI61-970 Northern Natural | Undesignated | Te Ochiltree 
Gas Co, 
Rio Rojo Gathering System, Inc.: | 
CI61-485 Arkansas Louisiana | Arkana__. } Le Bossier 
Gas Co. 
Lendol Rogers, et al. | 
C161-906 Hope Natural Gas | Washineton fo Calhoun 
Co. District. 
Rupp-Ferguson Oil Co., et al. } 
C161-533 Plateau Natural Gas | Undesignated 4 vans | Kingsman 
Co, | 
Rutte* and Co., Ltd. 
CI61-897. El Paso Natural Gas | Spraberry Trend Te Glasscock * 
Co, Area. 
Caroline Itunt Sands | 
CI61-225 Panhandle Eastern | Undesignated Texas 
Pipe Line Co, 
Saturn Oil & Gas Co., Ine.: | | 
CI61-1187 Panhandle Eastern | Peters Seward 
Pipe Line Co, 
David A. Schlachter, et. al. } 
G-16982 Tennessee Gas Trans- | Morales Te Jackson 
mission Co, 
Nathan Schnittman: | 
CI61-857 Cabot Corp Burning Springs Po wa Wirt 
District. 
Ii. E. Schwartz Estate, et al 
C160-567 United Carbon Co. | East Panhandle Te Wheeler 
Inc. 
Seneca Oil Co.: | 
G-15817 Cities Service Gas Co_| Undesignated | Grant 
Seneca Oil Co., Operator, et. al. 
G-16762 Cities Service Gas Co_.| Cherryvale Pool : Grant 
Service Drilling Co., Operator, 
et al.: 
CI61-130 Natural Gas Pipe- | Undesignated ..| Tex Carson 9 20 61 
line Co. of America, 
The Shamrock Oil & Gas Corp. 
CI61-975 Panhandle Eastern | Undesignated - Se eee 7 61 
Pipe Line Co, 


See footnotes at end of table, p. 971. 
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NEW SERVICE CERTIFICATES—Continued 


| | 
| 


PRODUCER,# DOCKET NO. AND 
PURCHASER# FIELD | STATE | CO"NTY 















Shell Oil Co.: 


G-107089 West Lake Natural | West Lake | Tex pitied a 
Gasoline Co, Trammel. 

G-18805 Coastal] Transmission | East Bay----------- ee Galveston_.-__-- 
Corp, | 

Siboney-Caribbean Petroleum 
Co.: 
CI61-828 C.B. Lyman.....-.. Mary | Jim Wells._._._- | 
CI61-829 Tennessee Gas | Morales_.____...---- es cuhaies Jackson ___. 


Transmission Co. 
R. H. Siegfried, Inc., Operator, 


et al.: 
CI61-842 Cities Service Gas | Keystone Reservoir. 


0. a 
George B. Siegrist, Operator, 


et al. 
CI61-768 Plateau Natural Gas 
Co 





i iwintiienkiannananta Kans......| Kingman........ 
Sinclair Oil & Gas Co.: s 
C161-1073 Arkansas Louisiana | Calhoun---.--------- BA wcsinad Ouachita_.....-- 
Gas Co. 
C161-1340 Plateau Natural | N.W. Sharon*_-_-...-| Kans......| Barber---....-.-- 


Gas Co. 
C161-1393 Hope Natural Gas 
C 





Eumont N. Mex...} Lea.-. 


Sinelair Oil & Gas Co., Operator: 
CI61-237 Trunkline Gas Co--- 


West Nona Mills. _- 
Robert J. Sipoha: 


Ne dnd Hardin------ 


CI61-1290 Hope Natural Gas | Union District__---- W. Va....] Ritchie. - 
Co. 
Skelly Oil Co.: 
G-20155 Coastal Transmis- | Pheasant....-------- Pi uneen Matagorda..---- 


sion Corp. 
CI61-469 El] Paso Natural Gas 
Co. 
CI61-950 Northern Natural 
Gas Co. 
Skelly Oil Co., Operator, et al.: 
CI61-151 Arkansas Louisiana 
Gas Co. 
Jas. F. Smith, Operator, et al.: 
CI61-593 Transwestern Pipe- 
line Co. 
A. M. Snider, et al.: 
CI61-658 Hope Natural Gas 
Co. 
Socony Mobil Oil Co., Inc.: 
G-18384 Coastal Transmission 
Corp. 
CI61-832 Transwestern Pipe- 
line Co. 
Socony Mobil Oil Co., Ine., 
Operator: 
G-18385 Coastal Transmis- 
sion Corp. 
G-18386 Coastal Transmis- 
sion Corp. 
CI61-548 El Paso Natural Gas 
Co. 
CI61-903 Arkansas Louisiana 
Gas Co. 
Sohoma Natural Gas Co., Inc.: 
CI61-162 Cities Service Gas 


Undesignated - --.-- N. Mex..-.}| Lea...-.--- 


Hitchland_-_-- Tex_......| Hansford 


Manziel........... a cnntin Wenhicns.. 


N. W. Elmwood 
Smith.* 


Okla..-- ee 


Proctor District*__..| W. Va_...]| Wetzel*-- 


Palacios... ..-- WE cco Matagorda. _--- 


Worsham. ...-..----  _—a Reeves 


Kentucky Mott Tex .-| Victoria 


North Laward_- ----- Tex_......| Jackson-_-- 


Langlie-Mattix......| N. Mex_..| Lea. 


Lassater POR cssces Marion 


Skinner Sand_-_..---] Okla__.-..| Noble 


Co. 
South Central Natural Gas Corp.: 
CI61-966 United Gas Pipe 
Line Co. 
South Texas Development Co., 
et al.: 
CI61-976 Kansas-Nebraska 
Natural Gas Co., 
Inc. 
South Texas Natural Gas Gath- 
ering Co.: 
CI62-115 Transcontinental 
Gas Pipe Line 
Corp. 


See footnotes at end of table, p. 971. 


Bethany eee eee 


East Xenia. --_---.- Colo. ... Washington ----- 


South 76*__ alates Hidalgo*_....--- 





| DISPOSI- 


|TION DATE| 
| TION ! 


ll 





on 


20 


20 


20 6 


_ 


™s 


_ 


sl 


61 
61 


61 


61 


DIs- 
POSI- 


Iss. 


| Iss, 


Rej. 





PRODUCER 


LIST 


NEW SERVICE CERTIFICATES 


PRODUCER,# DOCKET NO. AND 
PURCHASER# 


Southwest Production Co.: 
CI61-1053 El Paso Natural 
Gas Co. 
Southwest Production Co., Oper- 
ator: 
CI61-556 El] Paso Natural Gas 
Co. 
E] Paso Natural Gas 
Co. 
FE] Paso Natural Gas 
Co. 
Fl Paso Natural Gas 
Co. 
Southwestern Development Co.: 
CI61-1082 Hope Natural Gas 
Co. 
The Sparta Oil Co.: 
G-19964 Coastal Transmission 
Corp. 
Hugh K. Spencer: 
CI61-1185 Equitable Gas Co 
Hugh K. Spencer, et al.: 
CI61-825 Equitable Gas Co 


CI61-557 
CI61-559 


C161-560 


Springfield Oil & Gas Co.: 
CI61-1112 Hope Natural Gas 
Co. 

Fred W. Stalnaker, et al.: 
C161-1518 Hope Natural Gas 
Co. 

Stelbar Oil Corp., Inc., Operator, 
et al.: 
CI60-296 Wunderlich Develop 
ment Co. 
Fred C. Stone, et al.: 
CI61-1211 Equitable Gas 
CI61-1294 Equitable Gas Co 
C16@1-1636 Equitable Gas Co 
Stonestreet Lands Co.: 





C161-680 Hope Natural Gas 
Co. 

CI61-856 Hope Natural Gas 
Co. 

Stonetex Oil Corp.: 

CI61-836 Tennessee Gas 


Transmission 
Co. 
Stuarco Oil Co., Inc., Oper.: 


CI61-764 Kansas-Nebraska | 


Natural Gas Co., 
Ine. 
Sun Oil Co.: 
G_ 18074 
Co. 
Sunray Mid-Continent Oil Co.: 
G-19803 Coastal Transmission 


Corp. 
CI61-1295 Plateau Natural 
Gas Co. 


The Superior Oil Co.: 

G-19129 Coastal Transmission 
Corp. 

Coastal Transmission 
Corp. 
CI61-809 United Gas 

Line Co. 

Superior Oil & Gas Inc.: 

CI61-1096 Hope Natural Gas 
Co. 

Edith Swadley, et al.: 

CI61-847 Hope Natural 
Co. 

George K. Taggart, Jr., Oper. 

G-18796 Coastal Transmission 
Corp. 


G--20359 


Gas 





United Gas Pipe Line | 


Pipe | 


FIELD 


San Juan_. 


San Juan 
San Juan 
San Juan 


San Juan 


Union District 


League City West 


Central District 


| West Union Dis- 


trict. 


Union District 


Freemans Creek 
District. 


Undesignated 


| Undesignated 
| Central 
| West Union District 


DeKalb District 


DeKalb District 


Taft 


Armstrong 


Henderson 


Traylor Island 


Gilchrist 


Potvero-Lopena 
Pheasant 


Ewing 


DeKalb District 


Murphy District 


Webb 


See footnotes at end of table, p. 971. 


STATE 


N. Mex 


Mex 
Mex 


Mex 


me 


Mex 


W.Va 


Tex 


W.Va 
W.Va 


W. Va 


W. Va 


Kans 


W. Va.... 
W.Va 


Continued 
COUNTY 
San Juan 


San Juan 


| San Juan 


San Juan 


San Juan 


Ritchie 


Galveston 


Doddridge 


Doddridge 


Ritchie 


Lewi 


| 


W. Va___-- 


W. Va... 


| W.Va 


Tex 


| Colo 


PU acne 


W.Va 


W.Va 


Tex_. 


Cowley 


Doddridge 
Doddridge 
Doddridge 
Gilmer 


Gilmer 


| San Patricio 


Logan 


Rusk 


Nueces 


Kingman 


| Kenedy 


Matagorda 


San Patricio 


Gilmer 


Ritchie 


San Patrioic 


| DISPOSI- 


TION DATE 


1 


9 
9 


10 


| 10 


9 61 


7 61 


20 61 


27 61 


27 61 


20 61 


20 61 
4 61 


27 61 


20 61 


9 20 61 


20 61 


7 61 | 





20 61 | 


9 61 


11 61 


9 61 
9 61 


20 61 


27 61 


20 61 


9 61 


963 


Iss. 
Iss. 
Iss. 
Iss. 
Iss. 


Iss. 


Iss. 
Iss. 


Iss. 


Iss. 
Rej. 
Iss. 


Iss. 
Iss. 


Iss. 


| Wtd 


Iss. 
Wtd 


Iss. 
Iss. 


Iss. 
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NEW 


PRODUCER,# DOCKET NO. AND 
PURCHASER# 


The Tarpon Oil Corp.: 


CI60-582 United Gas Pipe 
Line Co. 
Lloyd G. Teekel: 
CI61-522. Arkansas Louisiana 


Gas Co. 
Tekoil Corp.: 
CI61-429 Kansas-Nebraska 
Natural Gas Co., 
Inc. 
Texaco Ine.: 


CI61-416 Transwestern Pipe- 
line Co. 
C161-763 Natural Gas Pipe- 


line Co, of America. 
Texaco Seaboard Inc.: 


G-18887 Coastal Transmission 
Corp. 
G-20460 Coastal Transmission 
an Corp. 
Texas National Petroleum Co., 
Oper.: 
CI61-881 El Paso Natural 
Gas Co. 
C161-1118 El Paso Natural 


Gas Co. 
Texas Pacific Coal & Oil Co.: 


G-13643 R. M. Tuttle Pipe | 
Line. 
G-18507 Natural Gas _ Pipe- 


line Co, of America. 
Northern Natural 

Gas Co. 

Phillips Petroleum 


G-18549 
CI61-1044 


Co. 
C161-1425 El Paso Natural 
Gas Co. 
CI61-1429 El Paso Natural 


Gas Co., et al. 
Texas Pacific Coal & Oil Co., 
Oper., et al.: 
CI61-1079 Phillips Petroleum 
Co. 
Texo Oil Corp., et al.: 
CI61-20 Coastal States Gas 
Producing Co., et al. 
Glenn F. Thomas & George W. 
Brewer, Jr.: 
C161-957 Panhandle Eastern 
Pipe Line Co. 
Thunderbird Drilling, Inc., et al.: 
CI61-745 Plateau Natural Gas 
Co. 
Tidewater Oil Co.: 
G-14986 Natural Gas Pipeline 
Co. of America. 
Coastal Transmission 
Corp. 
Natural Gas Pipeline 
Co. of America. 
Tidewater Oil Co., Oper.: 
G-18376 


G-19971 


CI60-19 


Corp. 
Toto Gas Co.: 
CI61-1122 Cities Service Gas 


Co. 

C161-1204 Cities Service Gas 
Co. 

CI61-1497 Cities Service Gas 
Co. 


Toto Gas Co., Operator, et al.: 
C160-240 Wunderlich level- 
opment Co. 

Wunderlich 
opment Co. 

CI61-544 Wunderlich 

opment Co. 


C160-251 Devel- 


Ll evel- 





Coastal Transmission 


PRODUCER LIST 


See footnotes at end of table, p. 971. 








SERVICE CERTIFICATES— Continued 
FIELD STATE CO” NTY 
|} Ansley. Miss. -..--.| Hancock 
| Calhoun La... | Ouachit: 
| Camrick one Okla._....| Texas 
| 
} 
Monument McKee -| N. Mex_--| Lea 
CA” a Ce | Beaver... 
East MustangIsland.| Tex..-_..-- Nueces... -- 
Traylor Island__---- Tex.......| Nueces...- 
San Juan Basin- -.-- N. Mex_.-.| San Juan 
| 
San Juan Basin. .--.| N. Mex_--| San Juan_-- 
| 
Cottingham._..._..- Okla..-.. Payne.....- 
| 
| No. Gateuma........| Tex....... Harris... 
Brunson. ........... | N. Mex $eass<:. 
PNUD: b Santas nek’ | SOE. occu) Miend....... 
| 
Crosby-Devonian*__| N. Mex BO dine 
Jalmat Pool*._.......| N. Mex Lea*_ 
| 
Azalea itl Wate nts Midland. 
| | 
) Peters Ranch Area..| Tex.......| Duval_---- 
| | 
| Undesignated__.....| Kamns_...- | Seward i 
Undesignated. - Kans Kingman 
| 
Ramirena__- rex | Jim Wells*__ 
| | 
Pheasant __.__- | Tex Matagorda. 
| | | 
ee Tex | Live Oak 
Palacios__. Tex .. Matagorda. 
Lucien. . Okla_.....| Noble....-- 
Meridian__.___- | Okla. ___.-| Logan... 
East Billings__-- Okla Noble. 
North Autwine Okla ) < \ 
N. Autwine- Okla. | Revi. 
S. E. Autwine Okla_. Kay..... 


DISPOSI- | 
{TION DATE| 


10 30 61 


61 


61 
20 61 


20 61 


20 61 


20 61 


61 


61 


61 


seme Ow 


15 61 


20 61 


ew 8 96 


.--| 9 20 61 


61 


on 


20 61 


9 20 61 


© 


20 61 


20 61 
20 61 
20 61 


oo © 








DIS- 
POSI- 
TION ! 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Dis. 
Iss, 
Iss. 
Iss. 
Iss. 


Iss. 


Iss. 


Iss, 


Iss. 


Wtd. 


Iss. 
Iss. 


Iss. 


Iss. 


Iss. 
Iss. 


Iss. 


Iss. 


Iss. 


Iss. 





PRODUCER 
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NEW SERVICE CERTIFICATES—Continued 


PRODUCER,# DOCKET NO. 


AND | 
PURCHASER# | 


J.C. Trahan, Drilling Contractor, 
Inc.: 
CI60-583 Tarpon Oil Corp 
Trans Allegheny Gas Co., Inc.: 
CI61-1293 Hope Natural Gas 
Co. | 
Sam Trant, et al.: | 


CI61-898 United Gas Pipe 
Line Co. | 
Sam Trant, et al.: | 
CI61-947 United Gas Pipe 
Line Co. 
Sam Trant, Oper., et al.: 
CI61-899 United Gas Pipe 


Line Co. 
Trice Production Co.: | 
G-19340 — Transmission 


orp. 
CI161-803 Cities Service Gas 
Co. 
Trice Petroleum Co., Oper.: 
CI61-1058 United Gas 
Line Co. 
Trident Corp., Oper., et al.: 
CI61-750 Trunkline Gas Co 
Trio Oil & Gas Co., Inc.: 
CI61-848 — ‘Natural 


Pipe 


Gas 


Turnbull & Zoch Drilling Co., 
Oper., et al.: 
G-17960 Coastal Transmission 
Corp. 
Two States Oil Co.: 
CI61-994 El Paso Natural Gas 


0. 
The TXL Oil Corp.: 
CI61-982 Phillips 
Co. 
Shirl Underwood: 
CI61-1337 Equitable Gas Co 
Union Oil Co. of California: 
G-18389 Coastal Transmission 
Corp. 
Cc — Service 


Petroleum 


CI61-551 Gas | 

Union Pacific Railroad Co.: | 

CI61-1442 Colorado Interstate 
Gas Co. 

Union Producing Co., et al.: | 


CI61-1039 United Gas Pipe 
Line Co. 

CI61-1040 United Gas Pipe 
Line Co. | 

C1I61-1041 United Gas Pipe | 


Line Co. 
Union Texas Natural Gas Corp.: 


CI61-979 Cities Service Gas 
Co. | 
United Carbon Co., Inc.: | 
C160-409 Transwestern Pipe- 
line Co. | 
United Company, Agent: | 
CI61-568 Tennessee Gas | 


Transmission Co. 
United Producing Co., Inc.: | 
CI160-690 United Carbon Co., | 
Inc. (Md.) 
G. H. Vaughn, Jr., et al.: 
G-18678 Coastal Transmission 
Corp. 
Nevan H. Veail, et al.: | 
CI61-1189 Hope Natural Gas | 


20. 
The Vickers Petroleum Co., 
Operator: 
CI61-1092 


Inc., 


Panhandle Eastern 
Pipe Line Co. 


See footnotes at end of table, p. 





Undesignated _- 





} 


FIELD 


Ansley 


Skin Creek District 
Willow Springs 
Willow Springs 
Willow Springs 


West Helen Gohlke_| 


N. Norman 


Henderson _- 


teynolds 


West Union District 


Monte Christo 


Langlie-Mattix 


Azalea 


McClelland District 
Kentucky Mott 


Woodward Area 


Patrick Draw Area 


Tecula_- 
Mt. Selman 
N. Jacksonville* 


North Norman.-.-.. 


West Tom Graham.| 


East Panhandle_.___| 


| Southwest Luby-- 


West Union....-.-..-. | 
District. 


Greenwood. 


971. 


STATE 


Miss_. 
W.Va 


W.Va 
Tex 
Okla_- 


Wyo... 


Okla_. 


Tex 


Tex 


Tex 


7K... 


iw Wilson 


WOR ace 


DISPOSI- DIS- 
COUNTY TION DATE! POSI- 
TION ! 
Hancock . 10 30 61) Iss 
Lewis. 12 27 61 | Iss. 
Gregg- ‘ 9 20 61 | Iss. 
Gregg... 12 27 61 | Iss 
Gregg- 9 20 61 | Iss 
| 
| | 
Dewitt_. | 8 961 Iss 
| 
Cleveland... ...- | 9 20 61 Iss 
| 
Rusk.._. il 8 7 61 | Iss 
Jim Wells. 9 20 61 | Iss. 
Doddridge 9 20 61 | Iss 
Hidalgo. | § 961) Iss 
Lea 8 761 Iss 
Midland_. 8 7 61 | Iss. 
Doddridge 12 27 61 | Iss 
Victoria. 8 961 / Iss 
Woodward__ 8 761 Iss 
Sweetwater 12 27 61 | Iss 
| Cherokee___- 12 27 61 | Iss 
Cherokee __. 12 27 61 | Iss 
Cherokee... 12 27 61 | Iss 
Cleveland __. 8 7 61 | Iss 
Wheeler*___. 8 261 | Wtd. 
| Jim Wells. | 8 761 | Iss. 
j 
Wheeler*___. 8 261) Wtd. 
Nueces 8 961 | Iss 
Doddridge-_ __..- 8 7 61 | Iss. 
Morton. -- 12 27 61 | Iss 
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PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER,# DOCKET NO. AND 
PURCHASER# 


Ww. BF. 
et al.: 
G-19585 


Oil Corp., Operator, 


Corp. 
J. H. Wagner, et al.: 
C161-555 Wunderlich 
opment Co. 
‘he Waverly Oil Works Co.: 
CI61-741 Equitable Gas Co 
Dorothea Webber 
CI61-1508 Hope Natural Gas 
Co. 
Olin B. Wetzel 
CI61-565 Hope 
Co. 
Williams Oil & Gas Co.: 
CI61-719 Equitable Gas Co 


John S. Wold: 
CI61-1247 North Central Gas 
Co. 
Robert L. Wolff: 
CI61-776 


Devel- 


Natural 


C161-1631 Equitable Gas Co 
Woods Petroleum Corp.: 
CI61-1003 Cities Service Gas 
Co. 
Woods Petroleum Corp., et al.: 
CI61-1031 Cities Service Gas 
Co. 
George L. Yaste: 
CI161-508 
Co. 
Clyde A. Yeater, Agent: 
CI61-894 Equitable Gas Co 
Yoak Oil and Gas Co.: 
CI61-793 Hope Natural Gas 
Co. 
Charles E. Young, et al.: 
G-20021 Hope Natural Gas 


Co. 
H. B. Zachry Co., Gasoline Pro- 
duction Div.: 
CI61-213 Lo-Vaca Gathering 
Co. 


Coastal Transmission | 


Gas | 


Equitable Gas Co--- 


Hope Natural Gas | 





8. E. Korktown 


FIELD 


East Buhler 


Undesignated - 


Otter District. 


| Greenbrier District. 


Freemans Creek 
District. 


Porto Rico Cove 
District. 


Undesignated - - --- 


Court House 
District. 
Court House 
District. 


8. E. Byron 


S. E. Sterling* 


Murphy District -_- 


Central District 


Sherman District 


Clay District 


See footnotes at end of table, p. 971. 





Wes Viiseda 


Ws Vaal 
igh te cist 


b WE. VO cca 


| Tex. 





| 


Calcasieu 


Cowley. . 


Braxton 


| Doddridge- --_- 
| Lewis_- 


Doddridge- ..--- 


Converse 


ev wtictintstiisinds 


Comanche’. - . 


Ritchie. 


Doddridge 


Calhoun 


Ritchie 


DeWitt. 





DISPOSI- 


TION DATE! 


8 961 


9 20 61 


9 20 61 


2 27 61 


9 20 61 


20 61 


7 61 


9 20 61 


7 61 | 


7 61 


DIS- 
POSI- 
TION ! 











PRODUCER APPLICATIONS FOR ABANDONMENT OF SERVICE DISPOSED OF DURING 
THE PERIOD, JULY 1, 19%1, THROUGH DECEMBER 31, 1961 





PRODU CER,# DOCKET NO. AND 
PURCHASER# 


Adams Production Co.: 


C161-322 Tennessee Gas Trans- 


mission Co. 
Allen and Martin Gas Co.: 
CI60-523 Hope Natural Gas 
Co 


Amerada Petroleum C orp.: 


CI61-1407 The Range Gas Co-. 


Arrowhead Exploration Co.: 
CI61-495 — Natural Gas 


The Atlantic Refining Co 
CI62-248 United Gas’ Pipe 
Line Co. 
Bevly Oil & Developing Corp.: 
CI61-1749 Tennessee Gas 
Transmission 
Corp. 
R. J. Braden, et al.: 
CI61-441 Hope Natural Gas 


Burton- Pringle-Hendrick Gas 
Co 
CI61-503 Hope Natural Gas 


Co. 
Everett Cain: 


CI61-89 Hope Natural Gas Co. 


Carter-Jones Drilling Co., Oper.: 
G-13055 Texas Eastern Trans- 
mission Corp. 
G-14643 Tennessee Gas Trans- 
mission Co. 
Carter-Jones Drilling Co., Inc., 
Oper.: 
G-17805 Tennessee Gas Trans- 
mission Co. 
Champlin Oil & Refining Co.: 
CI61-135 “ee Gas Pipe Line 


0. 
Champlin Oil & Refining Co., 
Oper., et al.: 
G-11166 Tennessee Gas Trans- 
mission Co. 
CI61-134 Tennessee Gas 
Transmission Co. 
Cities Service Petroleum Co.: 
G-16143 Natural Gas Pipeline 
Co. of America. 
Columbian Carbon Co.: 
CI61-1258 Cumberland and 
Allegheny Gas 
Cc 


0. 
C. 8. Connolly 36 Gas Co.: 
CI60-733 Hope Natural Gas 


Co. 
C1I60-790 Hope Natural Gas 
Co 


Continental Oil Co.: 


CI61-1484 Texas Gas Corp_-... 


Copeland Gas Co.: 
CI62-229 Cumberland Gas 
Corp. 
B. F. Cunningham Farm Oil & 
Gas Co.: 
CI61-743 — Natural Gas 
0. 
0. D. Damron: 
CI61-1556 Hope Natural Gas 


Co. 
Dearborn Oil & Gas Corp.: 
CI62-196 Hope Natural Gas 
Co. 


J. F. Deem 
Ci6i-432 —_ Natural Gas 


Orville Eberly, von et al.: 
CI61-692 Cumberland and Al- 
legheny Gas Co. 


FIELD 


Olive. 


| Grant District 


Blackwell Area. 


Sistersville 


Koontz*- 


Odem..- 


Murphy District 


Troy District... 


Sheridan District 
Woodlawn 
Tabasco-- 
Tabasco 


Greenwood- 
Waskom. 


Sullivan City 


Sullivan City 


Undesignated 


Undesignated -__.-- 


Troy District. .-...- 


Troy District -.-- 


East Mayes........- 


Gideon District. -.-_- 


McKim District. _-_- 


Triadelphia__-.-..-- 


Meade District 


Union District 


Mt. Lake Park 


See footnotes at end of table, p. 971. 


DISPOSI- DIS- 
COUNTY | TION DATE| POSI- 
| TION ! 


-| Hardin 


..| Ritchie. 


Kay. 


Victoria. 


San Patricio. 


Ritchie 


Gilmer 


Calhoun. . 
Harrison* 
Hidalgo 


Hidalgo 


eee 


Hansford 


Lewis* 


Gilmer 9156 


Gilmer 15 61 


Chambers_......| 12 1 61 


Cabell 12 15 61 


8 8 61 


9 15 61 


12 15 61 


12 15 61 





968 PRODUCER LIST 


ABANDONMENT APPLICATIONS—Continued 











PRODUCER,# DOCKET NO. AND | | DISPOSI- | DIs- 
PURCHASER# | FIELD | STATE | COUNTY TION DATE| POSI- 
| | TION ! 
Forest Oil Corp.: | | 
CI61-1701 Texas Eastern | Encino Pasture__...| Tex......-. San Patricio_....| 11 7 61 | Iss. 
Transmission | 
Corp | 
Ginther Warren and Co., Oper., 
et al.: | 
CI60-643 United Gas Pipe | North Goliad. alll Petia Sn ccennebat } 11 6 61 | Iss. 
Line Co. 
Graham-Michaelis Drilling Co.: 
G-19521 Colorado Interstate | Undesignated_--_---- Kans.....- Haskell.........] 8 8 61 | Iss. 
Gas Co. | | 
John H. Grimm: | 
CI61-218 Consolidated Gas | Undesignated_-_..-- ee i 11 7 61 | Iss. 
Utilities Corp. | 
Claud B. Hamill: 
CI61-1498 Tennessee Gas | Cypress....--------- PG sina Pe incnnninne 8 8 61 | Iss. 
Transmission Co. | 
Hanlon Oil Co.: 
C1I60-710 Hope Natural Gas | McKim Districts* W. Va....| Pleasants*_-....| 11 6 61 | Iss. 
Co. | | 
E. C. Hartman: | 
CI61-115 Hope Natural Gas | Clay District canal Wie Wales cell BEbcaciaanes 12 15 61 | Iss 
Co. | | 
W. G. Harvey Gas Co.: | 
CI60-735 Hope Natural Gas | Troy District ee eee | 8 8 61 | Iss. 
Co. | | 
W. L. Heeter: | | 
C161-305 Hope Natural Gas | Sherman District --| Ws Wi ak Cin sets 12 15 61 | Iss. 
Co. | 
CI61-1478 Hope Natural Gas | Washington DW Weiss ccd CG ccncue 11 6 61 | Iss. 
Co. District. | 
Hickman Oil & Gas Co.: 
C160-764 Hope Natural Gas | Union District_.---- | fi ee eee 11 6 61 | Iss., 
Co. 
J. M. Huber Corp.: | 
CI60-155 Cities Service Gas | Undesignated-_-._-.--- | | Os OD sinicictinniasa 11 6 61 | Iss. 
Co. 
Humble Oil & Refining Co.: 
CI61-1173 Service Gas Prod- | Doyle Pool_.........| Okla_....- | Stephens......-- | 11 6 61 | Iss. 
ucts Co. | 
Hunt Oil Co.: | 
CI61-1262 Southern Natural | Triumph_...........| La_.....-- Plaquemines....| 9 15 61 | Iss, 
Gas Co. | | | | 
CI61-1692 Tennessee Gas | Bethany------------ BOE. cencad FU genentnas | 12 161 | Iss. 
Transmission Co. | | 
George Jackson: | 
CI61-117 Equitable Gas Co...| DeKalb District...) W. Va_-.--| Gilmer_....-...- 8 8 61 | Iss. 
J. E. Jackson, Inc., et al.: | | | | 
CI61-1145 Lone Star Gas Co_.| Undesignated___--_-- Okie... CE wictcnicnic 11 7 61 | Iss. 
Hanna L. Jeffries Gas Co.: | | | 
C1I60-731 Hope Natural Gas | DeKalb District _...| W. Va_--.| Gilmer_.__.-.--- |} 8 8 61 | Iss. 
Co. | 
Marion F. Johnson: | | 
CI61-1539 Hope Natural Gas | Sardis District......| W. Va_-.-..| Harrison_-.....-- 9 15 61 | Iss 
Co. | 
Lab Oil Co.: 
CI61-834 Orange Grove Gas | Wade City__..-.-.-- ie eee eee 8 8 61 | Iss. 
Gathering Co. | 
La Gloria Oil & Gas Co.: | 
CI61-338 Transcontinental | Bandera __.__-.---- | RR. cccial, Roc nite nnn 8 8 61 | Iss 
Gas Pipe Line | | 
Corp. | | 
CI61-349 Coastal States Gas | East Mathis .......| Tex_....-- San Patricio.....| 12 1 61 | Iss. 


Producing Co. | | | 
R. M. Laurence, Inc., et al.: | 





CI61-1205 Lone Star Gas Co_-| Fox_--..-- sicxaien | Okla-.....- CNN sccccinaind 12 15 61 | Iss. 
Lincoln Oil Co.: | } | 
C161-1750 Hope Natural Gas | Grant District. _....| W. Va_---| Ritchie___..._.-_- 12 1 61 | Iss. 
Co. | | | 
W. C. McBride, Inc.: | | | 
Ci61-844 Tennessee Gas | Minnie Bock____---- ee TIGR cs jiitmnen | 11 7 61 | Iss. 
Transmission Co. | | | 
Meadows Oil & Gas Co.: | 
C160-671 Hope Natural Gas | DeKalb__-..-...---- Ws VO sank GU Rcdcaosceen | 8 8 61 | Iss. 
Co. | | 
George W. Miller Co., et al.: | | | | 
CI60-734 Hope Natural Gas | DeKalb District ....| W. Va_-..-| Gilmer.....-..-- 9 15 61 | Iss. 
Co, | 








See footnotes at end of table, p. 971. 
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ABANDONMENT APPLICATIONS—Continued 


| 
PRODUCER,# DOCKET NO. AND | DISPOSI- 


3I- 








; DIs- 
N} PURCHASER# | FIELD STATE | COUNTY TION DATE| POSI- 
am | | TION! 
Murphy Corp.: | 
CI61-1368 cee Fuel Gas | Indian Lake--....-- en Madison*-__..... 12 15 61 | Iss. 
0. 
CI61-1375 —- Louisiana | Undesignated-.-...-- i cscmants | Lincoln ......... 12 1 61 | Iss. 
Gas Co. } 
John Nisbett: } 
C162-85 — Louisiana | 8. W. Jefferson_...-- Welitnnahen Marion -_.......| 12 15 61 | Iss. 
Gas Co. 
Clark C. Nye: | 
CI61-277 Cities Service Gas | Undesignated-.-...-- Okla...... | Lincoln......... 12 15 61 | Iss. 
Co. 


Pan American Petroleum Corp.: 
CI61-1350 Olin Gas_ Trans- | Sicily Island--...-.-- En 6 stp oes | Catahoula......- 11. 3 61 | Iss, 
mission Corp. 

Penn-Hunt Oil & Gas Co.: 











CI61-1051 “—e Natural Gas | Union District. ....- W: Wa. a.) I... cus 11 6 61 | Iss. 
20. | 
Phillips Petroleum Co.: | 
C160-730 Transcontinental | Shield............... _ Ro aE 8 8 61 | Iss 
Gas Pipe Line Corp. 
CI62-9 Lone Star Gas Co__...| Fox Pool_.......-..- Geenkns ee ll 7 61 | Iss. 
I. J. Powell Gas Co.: | 
CI61-9 Hope Natural Gas Co_| Troy District .......| W. Va_-.-.| Gilmer_._.....-- 8 8 61 | Iss. 
The Preston Oil Co.: | 
CI60-461 South Penn Natural | Undesignated........ W. Va_...| Marion_--......- 8 7 61 | Iss. 
Gas Co. | 
Pubco Petroleum Corp.: | 
CI61-581 Kansas-Nebraska | Key-..........------ | Colo. ....-| SO cncenana 8 8 61 | Iss. 
Natural Gas Co., | 
Ine. | 
Redland Pipeline Co.: | | | 
CI60-728 Louisiana Nevada | Redland_--_..-...--- i | Bossler........0< 11 6 61 | Iss, 
Transit Co. | 
E. G. Rohrbough Gas Co.: | | 
CI61-505 Hope Natural Gas | DeKalb__......----- We We) GRR | 8 861 | Iss, 
Co. | | 
Shell Oil Co.: 
CI62-315 United Gas Pipe | Jennings..........-- pe BO EE | 12 15 61 | Iss, 
Line Co. 
Robert J. Sipoha, et al.: | 
CI61-869 Hope Natural Gas | Tygart District .....| W. Va_.-.| Wood...-...-..- |} 12 1 61 | Iss. 
Co. 
Skelly Oil Co.: | | 
CI60-637 Kansas-Nebraska | White... ....._-.--- Colo...... BOR ccawentin 8 8 61 | Iss. 
Natural Gas Co. | | 
CI61-1509 Tennessee Gas | Agua Dulce___-_.-..-- , ee | Fe iicnscens 11 6 61 | Iss. 
Transmission Co. | | 
CI61-1510 Kansas-Nebraska | Undesignated----__-- | Colo.....- Ws acted 12 15 61 | Iss. 
Natural Gas Co., \ | 
Inc. | | 
CI61-1511 Kansas-Nebraska | Undesignated------- CG itn | Washington_....| 12 15 61 | Iss. 
Natural Gas Co., | } 
Inc. | | 
CI61-1512 Cities Service Gas | Harper.........-..--- | Ree. ...- | Heeper..........- 9 15 61 | Iss. 
0. 
J. M. L. Smith, Et Al.: | | 
CI61-740 Hope Natural Gas | West Union District.| W. Va_...| Doddridge.-_--- 12 1 61 } Iss. 
Co | 


Socony Mobil Oil Co., Inc.: 








| 
C161-833 Northern Natural Atlantic-Theis No. 5.| Kans .---- S Cexwcssncans 9 15 61 | Iss. 
Gas Co. | 
CI61-1287 Tennessee Gas | Undesignated - -_---- itnietes | Austin.........- 9 15 61 | Iss 
Transmission Co. 
CI61-1370 Texas Gas Trans- | Undesignated.......| La..-..--- Jefferson Davis.| 8 8 61 | Iss. 
mission Corp. | | 
CI61-1406 Tensas Gas Gather- | Lake St. John___---- Dllbiieisnas Tensas..........| 11 6 61 | Iss. 
ing Corp. | 
Stanley J. Tepe: | | | 
CI60-729 New York State | Leidy....-.......-.-- | Pa.......- | Clinton......--- 11 6 61 | Iss. 
Natural Gas Co. | | 
Tex-Star Oil & Gas Corp., etal.: | | | | 
CI60-307 Tennessee Gas | South San Salvador.| Tex----.-- i 1l 7 61 | Iss. 
Transmission Co. | | | 
Texaco Inc.: | | 
CI61-1566 E. A. Courtney....| Happytown.........} La........| Martin..........| 12 1 61 | Iss. 
Texas Pacific Coal & Oil Co.: | 
G-13669 R. M. Tuttle Pipe | 








: Cottingham____..__- Ones: Us 9 15 61 | Iss. 
ine. | 


See footnotes at end of table, p. 971. 
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ABANDONMENT APPLICATIONS—Continued 





PRODUCER,# DOCKET NO. AND DISPOSI- DIS- 
PURCHASER# FIELD COUNTY TION DATE! POSI- 


Tidewater Oil Co.: 
CI60-200 Lone Star Gas Co__. Stephens. 
CI61-1616 Transcontinental | 8. E. Rayne._-....-- Lafayette 
Gas Pipe Line 
Corp. 
Twin Cities Gas Co.: 
CI61-10 —— Natural Gas | Sherman District...| W. Va._. 


0. 
Letha Westfall Gas Co.: 
CI61- 588 — Natural Gas | Dekalb District 
0. 





See footnotes at end of table, p. 971. 





PRODUCER APPLICATION FOR STATUS DETERMINATION DISPOSED OF DURING 
PERIOD, JULY 1, 19%1, THROUGH DECEMBER 3l, 1961 


PRODUCER,# DOCKET NO. AND DISPOSI- DIs- 


PURCHASER# | FIELD STATE COUNTY TION DATE| POsI- 
| TION! 
si 3 cise alone 
Lo-Vaca Gathering Co.: 
Undesignated---.... Wiinasie Live Oak® .._... 10 23 61 | Jur. 


CI60-693 —" Natural Gas 
0. 





*Indicates that other fields, counties or States are also included. 

‘ = and purchasers’ name may include et al., trustee, agent, or additional names on certain 
ockets. 
1 Iss., issued; Wtd., withdrawn; Rej., rejected; Dis., dismissed; Jur., Commission has jurisdiction. 


971 





